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SECOND DAMASCUS WATER SUPPLY PROJECT 

I. Sumary and Recommendations 

1. Borrower: The Government of the Syrian Arab Republic (SARG) 

2. Loan: 

(a) Amount: Not to exceed $14.5 million
 

(b) Terma: Repayment within forty (40) years, including a 

grace period or not to exceed ten (10) years. Interest at the rate 

of two percent (2%) per annum during the grace period and three 

percent (3%) per ennum thereafter. 

3. Project Cost: Total cost of $20.6 million, of which $14.5 

million is in foreign exchange and $6.1 million is in local currency. 

The AID loan will finance the foreign exchange costs; the SARG will 
finance all local costs. 

4. Project Description: The proposed AID project consists of 

certain discrete elements of a larger project designed to improve and
 

increase the water supply furnished to the distribution system (now being
 

improved and expanded) for the City of Damascus. AID's portion of the
 

project includes engineering, procurement, and construction services re

quired to install a pumping station at the Figeh spring source, distribu

tion pumping stations, and a remote-controlled dispatching system to regu

late water flow in the transmission and distribution systems.
 

5. Project Justification: The proposed AID project, in conjunction 

with the other elements of the larger water supply project, will contri

bute to improving health and living conditions for an increasing number 

of inhabitants of Damascus. Access to a safe and reliable water supply 

for these inhabitants is becoming increasingly threatened. In recent years, 

both the quality and quantity of water delivered to consumers have declined 

because of basic water supply limitations, growing population pressures, 

and a deteriorating water distribution system in Damascus. Health, sanita

tion, and fire hazards are becoming more serious each year, particularly
 

in the dry season.
 

The SARG has traditionally placed a high social and political
 

value on a safe a:±d adequate potable water service. For this reason, SARG
 

has given the Damascus water utility improvement and expansion program
 

high priority in its overall development programing and has requested
 

external assistance for this purpose from several donors.
 



6. Other Sources of Financing: A 1973 IDA Credit of $1.5 million of 
which $13 -illion is to finance the replacement of the deteriorated distribu
tion sy;te:. In the Old City of Damascus. A 1975 AID loan of $48 million 
is fin;mic n,, the Improvement and expansion of the distribution system in 
the nwr part!; of Damafscus. The IBRD, Arab Fund, AID, and SARG will 
finaic the approxinately $91 million of foreign exchange costs of the 
variout, elements of the Supply Works. 

7. AlD' . FtndIneurce: Supporting Assi.otance 

S. Mlsslon Views: The Embassy and the AID Representative in Syria 
strongly support the proposed AID Project.
 

9. Issues: None 

10. Statutory Checklist: All statutory criteria have been met (See 
Annex 15). 

11. 	 Recommendation: That a loan in the amount of $14.5 million be
 
authorized on the terms listed in paragraph 2(b) above.
 

Note: Exchange Rate Used: $1.00 = LS3.70
 



---

II. Introduction 

t-t in a.; hft'l dOveo,,ts by the ( vevruent ol th e :yritan Arab 
I' (SA'UA\ O'), by t4on.riLe:k! Improvitng and expand.. "l..fied I, Ior 


, . ,-I ' a d ' , -l H bur ,Iiu svSt 14n t k o .o Lv.the grow ing netd of
 
the, ,.ix'v , I:im:!:i:; ; thrti ' 19SI/4. An IDA credlt ti $15 mi lion dol lars was
 

., ,. 1W,37 to Covtr the foreign exchange costs; of the 
pL:u: , xp l,;ion piogi am, t',;t Imat-ed to co:;t ai total oa' $32.6 millior at that 
L i71, .:id.; receve,! in .anuary, 1975 however, revealed actual construction 
co .t, .. h were con',;ider blv hifphe.r than ordinary est 'mate. In discussion 
witl a'l, W rld lan- Iroup , and other aqs stance donors, the program was 
div idd fnL three main parts, a; follows: 

-- Part I con!;ist ; of cn struct ton of an anderIround cut-off wall at 
the prin cipal water -,ource, the Figeh spring: a 15 km tunnel to 
conduct the water to the western edge of Damascus; and related 
storage, pumping, and control works; 

--- Part 2 cons;ist,; of the replacement of about 160 kms of existing 
distribution mains; located in the Old City of Damascus and related 
wLorks; construction is underway. 

-- Part 3 consits of the installation of about 370 kms of new supply 
and distribution mahis in the ne.4er parts of the city. 

Because of increased construction costs the objectives of the 1973 IDA 
credit were redefined, and those funds are currently financing work on the 
part of the distribution system located in the Old City (Part 2), also called 
the Urgent Phase. Construction began in July 1975. 

In June 1975, AID signed a $48 million dollar loan to finance the foreign 
exchange costs of engineering and construction for the part of the distribu
tion system needed for the newer sections of Damascus (Part 3), also called the 
General Phase. Construction is expected to begin in late 1976 or early 1977. 

At the request of SARG IBRD completed an appraisal report in late 1975
 
(revised in March 1976) for the remaining portion of the overall expansion 
program--the supply works (Part 1). SARG and the IBRD have received assurances 
from the Arab Fund for Social and Economic Development of its willingness to 
participate in the financing of the supply works. The financial plan of the
 
TBRD's appraisal report No. 938-SYR, March 25, 1976, calls for the IBRD and
 
the Arab Fund to finance $35 and $40 million, respectively, in foreign ex
change costs with the remaining foreign exchange to be financed by the Syrian 
Government (See Financing Plan, Sec. IVB.2). The SARG has now asked AID to 
finance $1.4.5 million of foreign exchange costs of certain discrete elcmrits of 
the Part 1 supply works. In the formal application, a copy of which is attached
 
as Annex 1, SARG also requested AID agreement to using approximately LS 21
 
million of U.S. owned local currency reserved for country uses to finance local
 
costs of other elements of the supply works. The use of these funds is
 
currently under discussion with SARG, but does not form a part of the AID
 
foreign exchange loan project being proposed in this paper. In this paper the
 
overall plan for expanding the water supply system consisting of the three
 
parts outlined above is referred to as "the expansion program" and certain
 
discrete elements of Part 1, for which an AID loan is proposed, as "the project".
 



-2-


III. Background 

A. 'hc Count rl/ 

Svri Is 1 iund,,d on the north by Turkey, on the eanst and Houth by 

Iraq nd lordao, and oil the west mainly by Lebanon and the Mediterranean 

Sea. It is about seven-elighths the size of Utah, with a total land area 
of i,',,)00 sq. knis (11,000 square miles) of which four-fifths is mountainous, 

dus;erLtoismi-arid. The population of Syria exceeds seven million, of whom 

rouc,,hly a third live in the four largest cities of Damascus, Aleppo, Homs 

and lla:ia. Apart from oil fields in the northeast, most of Syria's industrial 

development is in and around these cities. From available statistics, 

population growth in Syria has been estimated at 3.3% per year. For parposes 

of It. appraisal and projections, IBRD assumed a long term growth rate for 
the Damascus area served by Figeh to be 4.5% annually. 

The climate varies from a Mediterranean type along the coast to an 
extreme desert type In the southeast. Rainfall occurs mostly in the winter 

months, being heaviest In the mountainous coastal region. The country's 

water resources are well-known and increasingly used. The main river is 

the Fuphrates which along with its tributaries is the principal source of 

irrigation in the northeast and east. Syria's othcr rivers are small,
 

the moat important being the Orontea (El-Assi), flowing through the cities
 

of florns and llama, and the Barada at Damascus. There are a number of 

important aquifers, mainly in the limestone of the Lebanon and Anti-


Lebanon ranges along Syria's western borders.
 

B. The Water Supply and Sewerage Sector in Syria
 

Three Ministries exercise jurisdiction over development and alloca

tion of the country's water resources. The Ministry of the Euphrates is 

responsible for construction of the Tabqa Hydroelectric Dam and future 

Euphrates irrigation schemes; the Ministry of Public Works and Water Resources 

for other irrigation schemes and hydroelectric plants and for water re

sources generally; and the Ministry of Municipal and Rural Affairs for
 

supervision of municipalities' activities including water supply and sewerage.
 

Except in the larger cities, the latter ministry designs water and sewerage
 

systems, the provincial governments construct them, and the municipali

ties operate them. Pollution control, however, is the rc3ponsibility of
 

the Public Works Ministry, which has established a special department for
 

this purpose. 

The four major cities and the main port, Latakia, have publicly owned,
 

semi-autonomous water authorities responsible for all aspects of water
 

supply. Elsewhere, all but the smallest urban centers are said to have
 

water distribution systems. Aleppo, Homs and Hama have already embarked
 

on expansion schemes to meet forecast water demand, but Damascus requires
 

major investment for which foreign aid is requested.
 

I/The following three sections are based on the original IBRD appraisal
 

(Report No. 106a-STR, 5/8/73), and on the Second IBRD Project Appraisal
 

(Report No. 938-SYR, 3/25/76).
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River (Damascus) and the Orontes (Hornms and ama).
 
C. Water Supply inthe Damascus Area
 

Damascus is one of the oldest continuously occupied cities in the

world. 
 The Barada River gave rise to the Al-Chutta oasis in whichamascus

is locted and there are remains of a Roman aqueduct which brought water,
to the city from a source of the Barada, a large-natural spring 
at in
Figeh, 15 km distant (Map of Expansion Program, Annex 2.) Although up
dated in subsequent ages, the water supply continuedto serve both agriculture and human consumption, and relied heavily on the river flow and
on wells until the early 20th century, at which time the Turkish authori
ties brought water to Damascus directly from A i Figeh by pipeline. The
Ain Figeh waterworks were expanded over the years and in 1932 an aqueduct
 
was completed. Distribution was 
organized by a communal syndicate, which

in 1958 was transformed into a state enterprise known
susb.stablissement
Public des Eaux de Figeb (Figeh). 
The Barada River now mainly provides
irrigati.on f-or _thfe ---ret gardens around the city. There is 
an elaborate 

.
 

system, dating back centuries, for allocating agricultural water rights

in the Damascus plain, supervised by a hierarchy of committees.
 

As the capital, and focus of government, as well as 
a large industrial
center, Greater Damascus has in recent years experienced population growth
of about 4.5 to 5% annually, and the potable water system now serves 
over
 a million people (including many refugees from Palestine and the southern
 war zone). The number of individual water connections is high (about 142,OOO)

There are additionally 305 public taps supplying about one-fifth of the
 
population. 
 The capacity of the transmission system, however, ±s limited
to about 3.0 cubic meters per second (n3/sec) 'which 's'o&w'barely enough

toq meet peak demand (including losses) and--during the dry seaso3n of 1971
and 1972--shortages and restrictions were experiencd 
and are poeted.-to

continue.-and become more serious. 
 The shortages were caused by tIwo factors:
(i) limited capacity of the tr'fimission aqjueduct from th' 
srink'"ii

Figeh Spring yields has sometimes fallen as 
low as 2.4 mis&n drought,conditions;, and (Iii) l1eaks in the mairis and secondary connectiois6'-,the
distributioni system in Damascus. 
 The shortages will become more -seriou
's
unless 11prod uc.ionf'aiid transmission facilities are expanded and losses 'from,
leakages and unbilledconsumption reduced substantially. 


' 

'F,, 

F F ' F  j 

http:dis'charke-.of
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Recavsv the Dama scus water supply flows freely to the city by grnvity, 
rqu irinr WLithey long,-d s Lancv putmptn, nor treatment, Figeh has not in 

the pa::t NO oerly concerned with conserving the incoming supply of water; 

f low mc..1;ireetnt and recording have been perfunctory; numerous leaking mains 

ar, S '.L d--.Spe'ially In the old city where centuries of continuous 

hiltit: iin have cau;ed a bild-up of organic: and v stable soil and meters 

1"w Ft,n allqwud to fall into disrepair. The number of consumers with 

d ,!,Ci ,'. or inoperative meters Is believed to be considerable. Faced now 

with a Mirinking margin of supply over consumption, Figeh accepts that its 

past performances in these respects requires improvement. The expansion 

prpram Includes measures to remedy these deficiencies and to imrpove meter 

tvt ing and repair. Additionally, Figeh has requested AID to provide--on 

a grant basis--a technical assistance team to help Figeh improve its manage

ment, administration and operational procedures. AID has indicated its 

readiness to assist Figeh in these institutional activities. 
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IV. 	 The Expans !on Program 

A. F.,rwri
Eiements
 

Th,, program i!3 intended to expand the capacity and modernize the water 
sysitm , f Dinu.cus In order to provide an adequate and sanitary supply of 
wat, r, :U!fic lent to meet the needs of the city through 1984, by: improving 
the grunni,,ter source, increaSing the transmission capacity to the city, 
and improvin, reservoir capacity and extending the distribution system.
TI1, )verall progra--with assistance from IDA, AID, IBRD And the Arab Fund-
Inc!udes the following elements: 

(J) 	an underground cutoff structure to capture the flow of the
 
source (Figeh Spring);
 

(ii) 	stress-pumping tests at the Figeh Spring to determine storage
 
characteristics of the aquifer and maximum reliable yield which
 
can be realized by pumping to augment Low-season flows, and
 
ultimately the installation of a permanent pumping station at
 
the Figeh Springs;
 

(iii) 	 a tunnel 15 kilometers (kin) in length from the spring to the
 
principal storage reservoirs;
 

(iv) 	the principal storage reservoir (underground) at Wali with a
 
capacity of 60,000 cubic meters (m3);
 

3
(v) distribution system reservoirs of 44,800 m total capacity;
 

(vi) 	pumping stations (5 new and 6 rehabilitated) to regulate pressu,-es
 
in the distribution system;
 

(vii) dispatching equipment for data transmission and flow control;
 

(viii) 	replacement of existing mains (about 160 km) in the older part
 
of the distribution system; Part 2 of the program--IDA financed;
 

(ix) 	 installation of new mains (about 370 km); Part 3 of program--

AID financed;
 

(x) engineering services for design and supervision of construction
 
and installation, and to perform studies of pollution in the
 
Barada River and on the need for a sewage system in Damascus;
 

(xi) 	training, technical assistance, and management consulting services.
 

A logical framework matrix for the expansion program is attached as
 
Annex 12.
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B. Pro rani Financial Plan 

Wben ,riginally appraised in 1972, the overall expansion program was 
estimatc at. $32.6 million equivalent, comprised of $1.4.8 million equiva
lent in 1,cal cost; and $17.8 million in foreign exchange costs. In 1973, 
an IDA ofk'en.dit $15 million was granted to finance the major part of the 
fort.ii,. ,:,:chang costs;. Bids received in January, 1975 reflected costs 
much h ! t,hor than the e,,t mftes. IDA agreed to revise its project descrip
tion to uge S13 million of its credit to finance that portion of the pro
gr. dtc;cribed In para 13(viii) above, and $2 million to help finance pollu
t i ;11d s;tudie;.hi other 

The re-estimates of costs contained in the IBRD appraisal reportl/ 
;how,,s both local and foreign exchange financing requirements for the 1976 
to 1080 expansion program as follows: 

I/Appraisal of a Second Damascus Water Supply Project--Syria, Report

No. 938-SYR of March 25, 1976, p. 21.
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1976-1980 

FINANCING PLAN 

Sources )f Funds: 
Local 
Costs 

Foreign 
Exchange 

Total 
Costs 

(U.S. $ millions) 

Borrowings 

IDA Credit (401-SYR (Part II) 

Proposed IBRD Loan (Part I) 


Total Borrowings 


Government Equity Investmenti
/
 

Arab Fund (Part I) 

A.I.D. Loan (Part I1) 

Proposed A.I.D. Loan (Part I) 

SARG 	Direct Contribution 


Total SARG Equity 


Internal Cash Generation
 

Cash Generation 

Water Right Sales 

Consumer Contribution 

Decrease in Working Capital 


Less: Debt Service (IBRD Loan and IDA Credit 

Nev Cash Generation 


TOTAL SOURCES 


$ 

$ 


$ 

89.7 


$89.7 


$35.4 

5.9 

1.2 

2.3 


44.8 

11.4 


$33.4 


$123.1 


$ 13.0 $ 13.0 
35.0 35.0* 

$ 48.0 $ 48.0 

$ 40.0 $ 40.0 
48.0 48.0 
14.5 14.5 
5.4 95.1 

$107.9 $197.6 

$ $ 35.4 
5.9 
1.2 
2.3 

44.8 
11.4 

$ $ 33.4 

$155.9 $z79.0 

* Financing details and elements to be financed still under discussion 
IBRD/SARG. 

1/ Pass-through of SARG external borrowings to Figeh as equity investment.
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Uses of Funds: 
Local 
Costs 

Foreign Total 
Exchange Costs 

(U.S. $ millions) 

Part l 
(vil) 
ILem' 

- Supply Works--(Items 
above and appropriate 
(x) and (xi)) 

(i) through 
shares of 

$ 45.9 $ 91.0 $136.9 

Part 2 - Old City Distributiou: (Urgent 
Phase--item (viii) above with 
appropriate shares of items (x) and (xi)) 

12.8 15.01/ 27.8 

Part 3 - Distribution System--(General 
Phase--item (ix) above with appropriate 
shares of items (x) and (xi)) 

60.1 48.0 2 /  108.1 

Other Capital Works - On-going installation, 
connections, etc. self-financed by Figeh 

4.3 1.92./ 6.2 

TOTALS $123.1 $155.9 $279.0 

i/IDA Credit 401-SYR provides $13.0 million; remainder of foreign exchange
 
provided by SARG/Figeh 

./AID Lnan 276-J-008
 

3/Foreign exchange costs estimated at 30% of total costs.
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C. P'resent Status - Ixpansion Program ImpJ.ementation 

A Fr-nch firm, SOCI:A, has begun installation of the distribution mains
in 01C ' id Cit (item viii of para A above); and a cotatruction contract

has h1o, 71 awarded to a Greek/French consortium for 
 the underground cutoff
strul,::e (Item i), tunnel (item iii.) and principal storage reservoir
 
(it ., iv) . T..1,French consultant, SEURECA, has completed 
the design of
tht '!1. ( i StrIlbut ion network (item ix), and Figeh is negotiating a con-

Lr,. t h U.S. architectural/engineering
it.1a firm to modify the bid docu
ments to enable U.S. construction contractors to 
 bid on the project to
provide construction and supervision (item x). 
 Another French consultant,
SOCRYAI1, has completed a design brief (preliminary engineering study) for

the pumping stations (item vi) and dispatching system (item vii) and has

also 
made detailed recommendations for conducting the trial pumping tests

(Jtemu fi) at the Figeh spring. Local Syrian consultants are in the process of completing final 
plans for the remaining distribution reservoirs 
(item v). Figeh is presently examining process of 
securing management

consultant services (item xi) 
and exploring financing for distribution res
ervoirs (item v).
 

D. Implementing Agency
 

Establissement Public des Eaux de Figeh 
- an independent agency of
the Ministry of Housing and Utilities, is managed by a Director General
 
(also referred to as President/General Manager) under the direction of a

Board of Directors composed of 
Figeh officers and staff representatives

and one Worker's representative. Figeh's organization chart is reproduced

in Annex 3. 
Figeh senior management is of high quality and dedication but

the organization suffers from a shortage of professional and technical
 
staff. 
 The IDA credit project included provisions that required Figeh to

establish additional positions in order to enlarge the staff of the Pro
ject Unit established under the credit and some additional engineers have

been hired. 
 There is still a need to upgrade the existing Figeh staff through

technical assistance and training programs and 
to increase the staff proportionally to the 
new tasks created as a result of the expansion program.
 

For the last decade, Figeh has relied on engineering consultants for
assessing its water resources and finding means of making the best use of

them. 
Using current scientific techniques and equipment for these assess
ments, Figeh is able to evaluate each recommendation on its technical merits
before deciding whether or not 
to adopt it. 
 Figeh has been resourceful
 
in augmenting the amount of water for distribution--removing strictures and

adverse gradients from the old 
aqueduct, recapturing notmal overflow from

the headworks for periods of peak demand, and selling well water by tank

truck at low cost for gardens and parks to economize the purer spring water.

With the present and planned use of consultants, Figeh can be expected to
 
competently use facilities that the expansion program, including this pro
posed project, would provide.
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SARC 'ias endorsed Figeh's request for an AID-financed 3-man technical
assi.;taint tear-, to provide Figeh with managerial, administrative, and operating 
advisory ;s! [:-;tanco over a 21' , year period (provided under Project 276-11
995-002,TT chnlca] qervices and Feasibility Studies). SONEDE (Tunisia's 
Water Authority) has agreed to help train Figeh technicians. Acting upon 
rr commondiaon 1v IB0), PI eh has employed engJneering consultants to pro
vlde t ,chiical :l5ssi:,tance for ongoing works as well as a training program 
for j-; intermediate technicians. The cost of a study by consultants has
 
been tiicluded as part of the IDA-financed study. The scope of work includes
 
organization and operating procedures of Figeh cost accounting and cost
 
control systems, etc. 

For the execution of the original World Bank project, Figeh was pro
vided--as certain other government agencies are--with a Presidentially
 
decreed comission armed with special powers to cut through red tape. The 
Figeh Project Commission was reconstituted by Presidential. Decision No. 6 
of 1/30/75, which exempts It "from all the Syrian laws and regulations in 
force" except those on employment. Figeh, under the guidance of a Project 
Commission, 
contracts directly with consultants and construction firms.
 
It relies 
on engineering consultants for the preparation of specifications,
 
bid documents and cost estimates, but makes its own assessments in evaluating
 
bids and negotiating a final. contract price.
 

In February, 1974, SARG issued decree No. 18 formalizing previously 
existing customs, procedures, regulations, financial requirements, manage
ment, and responsibilities for agencies such as Figeh. Decree No. 18 also 
specifies that each agency must be chartered by its own individual decree
 
containing agency-specific regulations and provisions. Accordingly, decree
 
No. 252 was issued on May 14, 
1975, formally stating Figeh's functions, its
 
capital, sources of funds, and staffing regulations which were already in
 
effect. It also stated that the Ministry of Housing and Utilities (MHU)
 
would be responsible for Figeh. Figeh scill retains some measure of
 
independence, e.g.- its Board is comy sed exclusively of its own staff
 
including one Worker representative

Figeh's past fiiancial performance has been sound, with Figeh internally
 
covering all operating costs since 1958 without increasing the water rate,
 
while turning over to SARG's Central Cash Development Fund all cash sur
pluses above what was required for operations. In 1975, by decree No.
 
252, Figeh's capital was increased frora LS 29.4 million to LS 85.0 million;
 
the equity increase of LS 56 million was met by transferring Figeh's
 
accumulated equity since 1958 in the form of retained earnings to Figeh's
 
capital. Although Figeh's rate of return on average net fixed assets was
 
slightly above 10 percent for the period 1972-1974, new capital investment
 
expenditures relating to the overall expansion program have and will be
 
at 
such a magnitude that the present water rate of US 0.20/1,000 gallons
 
is completely inadequate to generate sufficient revenues to carry on its
 
operations and to finance the needed program of works. To resolve this 
problem, Figeh and IBRD have reached an agreement whereby Figeh will set
 

1_/pp 15-16, IBRD Appraisal Report 938-SYR
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and maintain n water rate at a level which will at all times allow Figeh
 

to cover oper.,ting expenses, debt service, and working capital require
ments; and further provide internally generated funds each year sufficient 
to finar' , not less than 10 percent of average capita] expenditures! / for 
the per!,),' 1977-1980, and to finance not less than 35 percent of average 
capital XpeidLitures thereaftet. 

!o meet the above described cash generation covenants, SARG has 
Indi,ated its approval of the principle of a stepped progressive water rate 

structure for Figeh. The proposed stepped rate proposal, to be implemented 

,;hortly, would generate the revenues required to satisfy the cash genera
tion covenant while the progressive rate would protect the low-income con

sumers from the full impact of the stepped rate increase.
 

i/Average capital expenditure is to be based on an actual expenditure for
 

one year and projected expenditures for the two following years.
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V. Prog tI iII ysis 

A. Te'PL cil Analysis 

Th, fch !;pring has :erved as the source for the Damascus water supply
 
for ., ' ,(,()0 yenrs. Tnittally, water was delivered by open canals which
 
were, i, nodern tims, replaced by tunnels. The present tunnel, which went
 
int, servce In 1931, has been hydraulically upgraded to supply 3.2 m of
 
wateC" per second to Damascus. In early 1975, this volume of water was 
app oximatcOly equivalent to the average daily demand, with some localized
 
shortages, occurring on days 
 of peak demand. Figeh has awarded a contract 
to a Greek/French consortium for construction of a new tunnel (portion of 
Part I) designed to carry 5.0 m3/sec. to augment and allow repairs to be made 
to the existing tunnel. To utilize the increased transmission capacity, the 
contract also provides for the construction of an underground grout curtain
 
cut-off wall. icross the alluvium between the Figeh spring and the Barada River. 
At pre;Lnt, Wi,1rflow from the spring to the River exceeds the quantity of water 
captured for transmission to Damascus, and entrapment of this additional water 
by the cut-off wall is expected to satisfy the average daily demand -inDamascus 
until 1991. 

The new tunnel will have a capacity of 5.0 m3/sec. Once every five years
the Ftgeh spring has an average minimum flow of approximately 3.0 m3 /sec. 
from June through February. To determine if it is possible to augment this 
low flow by pumping froh the aquifer which feeds the spring, a full-scale trial 
p)unping test will be conducted over the next several years. 

The water distribution network in the Old City has deteriorated to the 
point where It is not economically repairable, and a French construction firm, 
SOCEA, is now installing new mains (Part 2 of the expansion program) in this 
section of Damascus. When installation is completed and consumers have been 
connected to the new mains, the old distribution system will be abandoned. 
Installation of these new mains is expected to result in the saving of 
some
 
11 million cubic meters of water per year now lost through leakage.
 

The water distribution network in the remainder of Damascus must be
 
strengthened to provide water in adequate quantities and at adequate pressures
 
and extended to cover newer sections of the city. Engineering and construc
tion activities for this portion of the distribution network, referred to
 
as the General Phase (Part 3 of the expansion program), 
are being financed
 
under A.I.D. Loan 276-J-008.
 

As the distribution system grows, the principal storage will continue
 
to be located at a high elevation on the western edge of Damascus. The expan
sion program includes major storage reservoirs near the tunnel outlet terminus
 
which will serve to balance pumping from the source with system demand and to
 
provide a reasonable reserve in the event of problems at the spring source
 
or in the transmission tunnel. Smaller reservoirs will be built throughout
 
the distribution system to maintain pressure during periods of peak demand.
 
By 1979, when the new reservoirs are to be completed, storage in the system


3
will total approximately 152,000 m equal to approximately one-half day's
 
supply.
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March 25, 1976, and further discussions with Figeh personnel in Damascus,, 
the estimates are believed to be realistic for Syria under present conditions. 

The IDA credit and the IBRD loan also include provisions for upgrading
 
the capabilities of Figeh's intermediate level staff through both an-the
job training in Syria and training abroad. In addition, as mentioned above,
 
A.I.D. has agreed to provide management and technical advisory assistance to
 
be financed under a techni'cal'assistance grant. With this assistance, Figeh
 
should be able to develop the capacity to effectively manage, operate, and
 
maintain the expanded system.
 

Considering the planning and detailed engineering work accomplished to
 
date, A.I.D. concludes that the technology adopted for the expansion program
 
is appropriate, that the operation and maintenance of the proposed facili
ties are within the capabilities of Figeh, and the program is technically
 
sound.
 

B. Rate Structure
 

Water has been regarded as an important social service which the Govern
ment of Syria feels must be subsidized; in most parts of the country, water
 
tariff have not changed for several years. In 1969, the Ministry of Housing
 
and Public IUtilities ordered that water charges throughout Syria should not
 
exceed LS 0.40 per m3 (U.S. $0..41/lOGOgal.). In Damascus, Figeh currently
 
charges LS 0.20 per m3 (U.S. $0.20/100ogal.). I
 

The water tariff system in Syria is complicated by the existence of cam
plex water rights in the major cities, including Damascus. According to a
 
law enacted in 1966 (which appears to have been based on the tariff structure
 
long practiced in Damascus), applicants for a supply to premises larger than
 
100 M3 have,to purchase in advance the right to a fixed allowance of water
 
in perpetuity. The allowance to be purchased depends on the size of the
 

Y/For all practical purposes one Syin on (LS) per m:3 is equivalent2
 
t one U.S. $ per 1,000gallons, based on LS1 US$O.27-.nd lm3 264.2
 

US gallons. 

,".'!'. ...i -'i":+: • +~ i.:.:4 1: 

+++. ............................. 
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premlses; the aiverage is 0.5 m3 /day whose cost is fixed by Figeh's tariff at 
ISl,000 (!'..,270). Consumption in excess of the allowance is charged at the 
normal .'!Wtk1-t d ratC. The water right allowance represents about 80 litres 

(2t) /;a:.;, person per day which ia; more than adequate to meet normal cook

ing nd ,',Ui ,' 0eeds. The lower water rate in Damnscus is due in part to 

th hI;i - ly Iow co:it of supplying water to the city consumers since 

Ito; ht' i lunlIt; tr from tigch spring requires no treatment and little'.,w 

purI, i;iw ,dIV to the high elevation of the ,ipring. The rate has been unchanged 

sinc, iP'49, when It was reduced from LSO.25 per m3 to its present level. 

All ;.,w conoFumer; have to pay a capital contribution (minimum of LS 75) 

to Lho cost of the mains and certain other fees. In addition to the charge 

for purchasing a water right all water rights owners pay annual fees repre

senting the amount by which the value of water supplied exceeds the annual 

value of the water right (derived currently by applying 3% interest to the 

water r~i lsht purchase price). 

The e-pansion program will. necessarily require a revision in Figeh's 

historical low-cost relationships and tariff increases. In AID's first 

loan to Figeh of $48.0 million for distribution facilities in newer parts 

of the city, AID agreed to concur in an agreement between IDA and SARG that 

the rate schedule eventually adopted is to meet the original objectives of 

covering the operating and maintenance costs for the utility system and pro

viding a modest return on fixed assets. It was understood that the agreement
 

would m-an a substantial increase in water prices and that, in order to protect
 

the poorer sections of the population, a progressive schedule 
/ 
of water rates
 

thle rate formula.]
(increasing block rates) would be part of 


Subsequent to the initial AID loan, the costs of the expansion program 

have further increased, domestic inflation in Syria has remained high and 

the SARG was unable to meet its commitment to increase water rates to the
 

approximate levels projected in the initial AID loan or in the IBRD's current
 

appraisal for their second Damascus water supply loan. An agreement has,
 

however, been reached by the IBRD and SARG which is acceptable to AID.
 

That agreement substitutes a cash generation covenant for the rate of 
return
 

on net fixed assets covenant (the rate base in 1980 is projected to be 27
 

times the 1975 level). Figeh has agreed to take all such action as shall be
 

necessary to set its rate for the consumption of water at such levels as
 

shall be required:
 

(i) 	 to cover in any given year all operating expenses including
 

employee compensation, administrative and overhead costs,
 

adequate maintenance costs, interest and adequate provision
 

for taxes;
 

(ii) to cover in any given year debt amortization;
 

i/The tariff levels agreed to in the original 1973 IDA loan would have
 

increased the annual rate of return during the years 1972 through 1981,
 

so as to reach not less than 7 % in 1982 and the years after on average
 

net fixed assets in operation. With the original estimated project
 

costs (1972) rates would have to increase to LSO.30/m
3 by 1982.
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(ii) to 
provide for adequate amounts of working capital, and
 

(iv) to f inance each year (luring the period 1977-80 not less
lhan 10"', ind bleginning with the year 1981 to finance each 

year not Iess thiin 157, of the annual average of: 

(a) thU ;ctuial Investment made by Figeh during the pre
ceding year, and 

(b) the Investment forecast by Figeh during the year in 
question and the subsequent year. 

The IBRD has calculated the impact of this covenant on Figeh's water
 
rates over 
 the next eight years. It will mean relatively steep increases 
in the average water tariff, commencing with an increase to LSO.50/m3 
by

September 30, 1976. By January 1, 1.984, the average water tariff will have
 
to increase to LSI.25/m to meet
3 


the cash generation covenant. 
In addition,

the annual fee charged to water right holders is linked to the tariff and will
increase correspondingly. 
For typical water right holders (0.5 m 3 /day) the

annual fee will increase from its present level of LS7 (US$2 .5) in 1980.
 

In addition to the agreement on the cash generation arrangement, the 
SARG has indicited its approval for the introduction of a progressive block
 
tariff in Damascus. 
 Not only would a progressive tariff structure assist

low income 
consumers and ensure equitable distribution of 
the burden of Figeh's

internal contribution to projected investments but conservation of a scarce
 
resource would be encouraged. 
 The following proposals to be implemented

shortly were discussed by the 
IBRD-Figeh during negotiations.
 

First 0.5 m3 /day - LSO.20/m3
 

0.5-1.0 m3 /day - LSO.40/m 3 

3
Over 1.0 m 3 /day - LSO.60/m


The application of 
these rates would produce an average rate slightly higher

than that required to satisfy the cash generation covenant.
 

C. Financial Analysis
 

Annexes 4, 5, and 6 present 
the actuals for 1972-1974 and the projected

(1975-1984) Income Statement, Cash Flow and Balance Sheet,respectively,for

the program expansion. 
The financial statements incorporate the relatively

substantial equity contribution (including funds borrowed from AID and the
 
Arab Fund) to the expansion program.
 

The projected Income Statements 
(Annex 4) show that operating expenses
including depreciation are expected to 
increase by five times in 1980 and
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nearly ten tirs by 1984 from the 1974 level. At the end of the projected 
con;tructilon period in 1980 there will be an increase in total operating 
income t, o ,ut six times its 1.974 level from LS11.2 million to LS63.5
 
million., vl It i.;expected to reach about LS].50 million in 1984. These 
proje'::., incr,'as;es In income result from the assumption of substantially 
hlgher v',t .r revenuus du, to increased tariffs (noted above) and production 
a.,;w(,e .; reduce th,n in leaka, e and unbilled consumpt-Lon. The effect of the 
deLcrcs::Ced demind for water following the tariff increases has been allowed 
for .1,, estimating future sales. 

The cash flow statements (Annex 5) show large financing requirements 
In the variou.-; projects that would be undertaken by Figeh during the projec
tion period. Fligeh's cash generation is projected to finance about 12% of its
 
average capital expenditure s for the period 1977-1980 and 35% from 1981-1984. 
I)ue to the substantial amount of equity investment Figeh the operating utility
 
will havw a high debt service coverage ranging from 2.6 to 5.9 during the period
 
1976-1984. Of the $279.0 million program expansion, the SARG equity contribu
tion comes to $197.6 million with $102.5 million being AID and Arab Fund
 
loans to SARG passed through to Figeh.
 

Figeh's financial rate of return on average net fixed assets was 11.8%
 
in 1974. This rate of return is high because Figeh's existing assets are
 
valued at historical cost and their book value is therefore very low. Re
valuation of these current fixed assets is planned but in view of the size
 
of the program expansion, the effect on the balance sheet will be minimal.
 
During the execution of the expansion program, far larger fixed assets will
 
be created and the return on assets will therefore decrease sharply to 3.7%
 
in 1.980. Due to the planned tariff increases, it will increase to 7.0% in
 
1984. Though Figeh's projected rates of return are relatively low, sufficient
 
cash will be generated to finance Figeh's anticipated contribution to the
 
projected investment program.
 

Balance Sheets (Annex 6) project a low debt equity ratio developing
 
(i.e., approximately 10 units of equity for each unit of long-term debt)
 
to 9.91 in 1984 in accordance with assumed equity investment during the
 
projected period. The equity ratio reflects the pass-through of AID and
 
Arab Fund Loans. See also Sec. VI D, "SARG/Figeh Financial Arrangements,"
 
p. 29.
 

D. Economic Analysis
 

Least Cost: Solution--All components of the Supply Works (Part 1) will
 
be constructed at least cost. The only two practical alternatives for
 
increasing the supply of water to the city are (i) a dam on the Barada
 
River upstream from Damascus together with a treatment plant and pipeline
 
to the city, and (ii) increased utilization of the Figeh source with a
 
new tunnel or pipeline to Damascus.
 

The updated feasibility study prepared by the consultants, SOGREAH,
 
made an economic comparison of these alternatives at discount rates of 8%
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(ill) etef it- !--rhe principal economic benefits from the program of
tnve.';uwnts come from (1) Increased sales of water of 19"5 levels to
both ',,ew and ex t: ing consumers, si nce nel ther type of growth
wouldl be possible without the investments in question; (ii) sales 

: ' h ri - of th' Old City where the Urgent Phase of (list r ibut ion 
vo k. ts ipulred since the existing system Is already badly corroded 
and would I ikelv collapse when distribution pressures are restored 
to normal; hencc, no sales 	would be possible unless it is re
placed; arnd (iii) increased sales resulting from meter replacement
and other related measures being financed under the Urgent Phase.
rhe volume of water distributed through public fountains has been 
excluded from benefits. No adjustment has been made to take 
account of free water supplied from future water rights sales,
this being assumed to-be offset by revenues from increased annual 
fees oA the volume supplied free to present consumers. Health and
 
social benefits have also been excluded since no reasonable 
measure or estimate of 
those 	benefits are currently available.
 

(iv) 	 Economic Rate of Return--Annex 7 (p.5) provides the results of

calculating 
 the economic rate of return utilizing three different 
water tariff rates applied to total water sales beginning in 1976. 
At LSO.20/m3 , the internal rate of return is negative 2 percent;
at LSO.60/m3 (close to the presumed 1976 average water rate of 
LSO/50/m3 ), the rate of 
return increased to 
a positive 3.0 percent.!;


3
at LSl.19/m (approaching the average tariff in 1984 based on the
 
cash generation covenant), 
the rate of return is 9.0 percent.
 

The projects internal economic rate of return, calculated above at 
the various water tariff rates, 
are below the probable opportunity

cost of capital in Syria (approximately 15%). It should be noted,

however, that health and social benefits were excluded from the
 
calculation because of 
insufficient information. 
We are reasonably

confident that 
the addition of these significant benefits would
 
readily convert the benefit-cost ratio from a negative to a positive

result. The economic rate of return for the project would then
 
exceed 15 percent per annum.
 

i/If rates were TSO,50/m3
 , the 	projected average rate commencing on
 
September 30, 1976, the rate of return would be between positive one
 
and two percent.
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(iii) B,.:f.ts---'Fhe principal economic benefits from the program of 
inves. ments come from (i) increased sales of water of 1.975 levels to 
both new and existing consumers, since neither type of growth 
would he possible without the investments in question; (ii) sales 
In tht, rea of the Old City where the Urgent Phase of distribution 
.otks is required since the existing system is already badly corroded 
and would likely collapse when distribution pressures are restored 
to normal; hence, no sales would be possible unless it is re
placed; and (iii) increased sales resulting from meter replacement 
and other related measures being financed under the Urgent Phase. 
The volume of water distributed through public fountains has been
 
excluded from benefits. No adjustment has been made to take
 
account of free water supplied from future water rights sales,
 
this being assumed to-be offset by revenues from increased annual
 
fees ot the volume supplied free to present consumers. Health and
 
social benefits have also been excluded since no reasonable
 
measure or estimate of those benefits are currently available.
 

(iv) 	 Economic Rate of Return--Annex 7 (p.5) provides the results of
 
calculating the economic rate of return utilizing three different
 
water tariff rates applied to total water sales beginning in 1976.
 
At LSO.20/m3 , the internal rate of return is negative 2 percent;
 
at LSO.60/m3 (close to the presumed 1976 average water rate of
 
LSO/50/m 3 ), the rate of return increased to a positive 3.0 percent!/;
 
at LSl.19/m3 (approaching the average tariff in 1984 based on the
 
cash generation covenant), the rate of 
return is 9.0 percent.
 

The projects internal economic rate of return, calculated above at
 
the various water 
tariff rates, are below the probable opportunity
 
cost of capital in Syria (approximately 15%). It should be noted,
 
however, that health and social benefits were excluded from the
 
calculation because of insufficient information. We are reasonably
 
confident that the addition of 
these 	significant benefits would
 
readily convert the benefit-cost ratio from a negative to a positive
 
result. The economic rate of return for the project would then
 
exceed 15 percent per annum.
 

A/If rates were LSO.50/m3 , the projected average rate commencing on
 
September 30, 1976, the rate of return would be between positive one
 
and two percent.
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F. Social Anilysis 

of Damascus and the .urrounding environs, to whom theThe popultation 
program will accrue, is approximately 1.2 million,

benet it-, o:' tlic expansion 
one sixth of the total population of the country. The 

represt itng nearly 
growth

avVr Aer' . :.na,l growth raite from 1965-1975 was almost 5%; however, 

pa,;t decade has been erratic and greatly influenced by events 
durln,., t'> 

50 kilometers away. Theoi th ,rlan-, ;ra 11 If ront located less than 

swollen by refugees from the Golan Heights area. In 
JotulitIol has! been 

an influx of people from 
late !975 and early 1976 there has also been 

strife-torn Lebanon.
 

For may years the population of the metropolitan area of Damascus
 

Inexpensive and high quality water
 
ha,; benefited from an abundant supply of 


hills. Service has progressed from 
from the Figeh spring In the adjacent 

supplied solely through standpipes to house 
connections. The policy
 

water 

consumers 

of Figeh has been to provide direct service to as many as 

to provide a separate metered connection 
for each dwelling


possible and 


unit. At present, there are approximately 142,000 individual 
service
 

However, during the last decade the percentage 
of the popula

connections. 
 and is
 
tion served through direct connections has 

fallen from 85 to 75% 


This decrease in the
 to about 73% In 1977. 

expected to continue to fall 


connections is largely the
 
percentage of the population served through direct 


result of 
supply limitations and Figeh's inability 
to provide service in pace
 

with accelerated population growth.
 

crowding into the Old City, and
 
Auch of the newly-arrived population is 


the consumers are served through direct 
connections since
 

in a sense many of 

to uater within the building. Nevertheless, Figeh con

they do have access 


siders this overcrowding a temporary condition 
and intends to provide true
 

direct connections to these consumers in their future accommodations.
 
the population
serving 90% of 


Figeh's management has a stated objective 
of 


On the basis of the expansion programthrough direct connections by 1985. 


underway, this target should be met.
 

'The maximum per capita consumption of water 
in the Damascus area, 174
 

increasing consump
LTRS/CAP/DAY, was reached in 1972 following 

three years of 


tion beginning in 1970 when repairs to the existing transmission 
tunnel removed
 

a supply constraint. Per capita consumption began to fall in 
1973 and is
 

continue to fall due to supply constraints and increasing populaexpected to 


tion until 1979 when it will have reached 
an estimated 145 LTRS/CAP/DAY.
 

there will be 
an estimated
 are completed in 1980,
Before the new supply works 
 tariff increases,
a result of
53,000 m
3 /day. However, as 
unsatisfied demand of 
 this demand
 

improved billing controls, and a waste 
reductioncampaign, most of 


expected to be suppressed in the short 
term.


is 


these f.gures, it is apparent that water 
consumption has
 

On the basis of 


been high in Damascus in the past, and 
the scarcity of the resource has not
 

More constricted consumption in the future 
will be re

been appreciated. 


quired to permit the continuing growth of the city.
 



SWhile the provision of water h~as been regarded as an important social ~&~ 
4service which'$ARG feels must be subsid'ized, the presenit average tariff of~ 

3
.20/mwill be raisedthrough implementation of a progressive rate
 
st'tr.Uder this schedule, all1other'things being equal,,thie~p
 

will pay less for water on the assumption that they will consume e'ss
 
water ,than the rich. The progressive rate is thus consistent with the
 
Government's soc-al policies which are strongly oriented toward'insuing
 
that essential services be provided to all citizens at a cost within their
 
means.
 

F. Environmental Analysis
 

The Syrian Government and Figeh have become increasingly conscious of', 
the value of a safe reliable potable water system, and a large percentage of 
the present population is either served directly or lives within a short . 

d is tance..of--.a-publicf1 ountain..However,--. ..... 	 the. quality.,of--service -a
5 	 . deteriorated and shortages have been experienced in recent years as a 

result of supply constraints and rapid population increases. Thi.s problem will 
become more serious in the near future and will result in decreasing water 
pressures, physical rationing of delivered water and substantially increasing 
percentages of the population, not served by direct connections. Completion 
of the expansion program, of which the proposed project is an essential part, 
will prevent a further deterioration in the health and&living conditions of, 
the people of Damascus. 

Installation of the new water distribution mains under both the Urgent
 
and General Phase of the expansion program will cause some inconvenience to
 
vehicle and pedestrian traffic in Damascus. Narrow streets, particularly
 
in the Old City, may have to be closed for extended periods of time to
 
enable the construction contractor to excavate trenches, lay and bed the pipe,
 
and backfill the trenches. However, disruptions to traffic will not present
 
a major problem in newer sections of the city where streets are generally
 
much wider. While this inconvenience is an adverse environmental effect
 
which cannot be avoided, the general conditions of the contract for,construc
tion will require the successful bidder to take normal measures to maintain
 
traffic and to provide adequate barricades to prevent open trenches from be
coming a hazard to both pedestrian and vehicular traffic.
 

Urbanization and industrial activity have created serious pollution,
 
problems in the larger cities in Syria. While some cities have fairly compre
hensive combined sewer networks, the system in Damascus is no longer adequate
 
for the city's needs. None of the major cities or industries have sewage
 
treatment plants. The discharge of untreated sewage into relatively small
 
rivers, 	whose dry weather flow is minimal, causes them to be grossly polluted.
 
Health benefits of the expansion program may be partially offset in the short
 
term by the likely adverse environmental effects caused by the aggravation
 
of the waste water disposal problems of the city. However, legislation has
 
been prepared to regulate discharge of industrial waste into these rivers
 
and to control general sewage discharge. The IBRD is financing the prepara
tion of feasibility studies and master plans for sewage disposal syste in
 

'. 	 sy
 

http:tance..of
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Danascus, llon.s, and Hama and pollution control studies of the Barada and 
Orontes river basIns. Final selection of the consultant to carry out these
 
studies i!; expected in mid 1976.
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V1. 	 The AID Project
 

A. ProJect Description
 

The project proposed for AID financing is to 1 part of the overall Damascus
 

Water Supply expansion program as described earlier in Part IV. More particu

larly, rhc proposed AID project is to contribute towards Part 1 of that
 

expaw~nson program--the tunnel and related works as described in the IBRD
 

Appraisal Report No. 938-SYR of March 25, 1976. The AID project would consist
 

of the following discrete elements of those supply works:
 

(i) 	distribution pumping stations;
 

(ii) 	 dispatching and control system;
 

(iii) 	 trial pumpir:, facilities and installation of a permanent pumping
 

station at the Figeh spring;
 

(iv) 	 engineering design services required to review and revise the
 

bid documents prepared by the French consultant, SOGREAH, to
 

conform with U.S. standards and practices and AID contracting
 

procedures;
 

(v) 	supervisory engineering services for the civil works, installa

tion of equipment, and monitorilig of the trial pumping tests.
 

Maps and drawings are attached as annexes which supplement the
 

detaile' description of each element of the project given below.
 

A new 	pumping station will be constructed
Distribution Pumping Stations 

to serve 
the three pressure zones in the distribution system of Kassioum West.
 

The three sets of pumps in this station will pump water supplied directly
 

from the existing aqueduct from Figeh. Construction of this station will be
 

included in the IBRD-financed reservoir/Barada overflow contract and is not a
 

part 	of the proposed AID project.
 

(i) 	The four pumping stations included under the proposed AID pro

ject are those at Kassioum Bas, Sharki, Jemraya and Mezze 1.
 

The 	two sets of pumps at Kassioum Bas will serve the pressure zones
 

the two sets of pumps at Sharki
at Television and Kassioum Haut; 


will serve the pressure zones at Akrad and Berze; the pumps at
 

Jemraya will serve the Jemraya-Haut reservoir; and the Mezze 1 pumps
 

will serve the Mezze 2 reservoir.
 

Annex 	8 includes a schematic plan of the distribution pumping
(ii) 

network and Annex 9 contains a detailed list of major equipmenT
 

required for each station.
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Telecounwnication Fquipment - The proposed project will include the procure
ment and intallat.on of telecommunications equipment needed to establish a 
dlspatchl:,g ind flow control system comprised of: 

i 	 :;witchboards, relays, and control panels at each pumping station 
and assocLated reiervoir to permit the pumps at the stations to be 
remotely controlled by telecommunication signals from the reservoirs; 

(L1.) 	 switchbOards, relays, and control panels at the principal distribu
tion ieservoir at Wall, and at the Figeh source, to permit upstream 
control of the volume of water directed to Damascus; 

(iii) 	computers, consoles, teleprinters, and other equipment required
 
to establish a central operations center at the principal storage
 
reservoir at Wali to receive and store data transmitted from other
 
stations;
 

(iv) 	portable radio equipment to facilitate the leak reduction program
 
and other routine operations and maintenance.
 

Annex 8 provides a schematic layout of the telecommunications system
 
envisioned.
 

Trial 	Pumping at the Figeh Spring and Figeh Pumping Station
 

(i) The present minimum reliable yield of the Figeh spring is the lowest
 
natural flow experienced in the past, approximately 2.4 m3/second.
 
flowever, based on the long-term average flow of 8.4 m3 /second, it
 
is likely that the reliable yield can be increased by exploiting the
 
storage capacity of the aquifer. On the basis of historical data,
 
SOGREAH has estimated that the average low flow with a five-year
 
frequency can be increased from the present 3.0 m3/second to
 
approximately 5.5 m3/second. As a program of exploratory drilling
 
to determine the characteristics of the aquifer would be pro
hibitively expensive, a test pumping program has been recommended by
 
SOGREAH.
 

(ii) The test pumping must take place at rates in excess of the natural
 
spring flow at low flow periods and thus will require ths installa
tion of large capacity pumps capable of delivering 6.0 m /second.
 
Test wells for the pumps will be drilled in the vicinity of the spring
 
after the grouted underground cutoff wall is completed, and a total
 
of 9 pumps will be installed. During the trial pumping, diesel
 
engines will be used to drive the pumps. It is expected that the
 
tests 	will be conducted over a period of three years, during which
 
time water excess to the needs of Damascus will be released to the
 
Barada River. Assuming the results of the trial pumping are
 
satisfactory, the permanent installation will incorporate the pumps
 
utilized during the test period with electric motors as the power
 
source.
 

http:intallat.on
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B. Cost Estimate: The estimated cost of each element of the proposed
 
AID-financed project is given below:
 

U.S. $ Thousand
 
Item Local Foreign Total
 

1. 	Distribution Pumping Stations 851 2,951 3,802
 

2. 	Dispatching System 811 2,702 3,513
 

3. 	Trial Pumping/Figeh Pumping 1,622 2,432 4,054
 
Station
 

Sub-Total 3,284 8,085 11,369
 

4. 	Contingencies (20%) 657 1,617 2,274
 

5. 	Engineering/Construction 500 1,000 1,500
 
Supervision
 

Sub-Total 4,441 10,702 15,143
 

6. 	Escalation (36.2%) 1,608 3,874 5,482
 

Total 6,049 14,576 20,625
 

SAY 	$14.5 million
 

The above estimates were extracted from IBRD Appraisal Report 938-SYR
 
of March 25, 1976 (at exchange rate of LS 3.70 to $1.00). Detailed cost
 
estimates for these elements of the expansion program were prepared by SOGREAH
 
based on unit prices bid for the tunnel construction and installation of the
 
Urgent Phase distribution network. Further discussions between AID technicians
 
and Figeh personnel during March, 1976, in Damascus verified that the estimates
 
are reasonable and valid for Syria under present conditions.
 

Verification of pumping and electrical equipment prices with U.S. suppliers
 
indicates that the foreign exchange costs of items 1, 2, and 3 above are
 
reasonable and adequate. The physical contingency factor of 15% used in the
 
IBRD Appraisal Report has been increased by AID to 20% to take into account
 
certain unknowns related to the Figeh spring trial pumping and permanent
 
pumping installation as well as uncertainties with respect to shipping costs
 
for off-shore commodities being imported into Syria. Engineering and super
vision costs have been estimated on the basis of US architectural and engineer
ing firm operations over the approximately five-year implementation period.
 
Escalation has been computed using an estimated foreign exchange disbursement
 
schedule (see Disbursement Sec VI C.4) and a 7% annual inflation factor com
pounded from 1976 through 1981, with an estimated 4% price increase from the
 
time the cost estimates were made to the beginning of 1976.
 



C Implementation 

IEngineering Design/Supervision of Construction and :Equipment Installation 
The French consulting-firm, SOGREAH, has completed preliminary engineering 
plans for the pumping stations and disp~atching system proiposed for financing 
the design brief. The scope of work of SOGREAH 's contract includes the *. 

preratioAIfloande Aoctenca ommte Fie/AGi 0rd eing
preparation of tender. documents for -all elements proposed for AID financing.
 
.Figeh believes it would be in the best interests of the overall program, And more
 
expeditious for the proposed AID project, to have the French consultant
 

complete this work prior to the, involvement of a U.S. A&E firm. Based on a.
 
review of progress to date of the engineering work, AID has agreed that it
 
is logical to have the U.S. A&E firm-!-Aiericanize" the tender documents upon 
their completion by SOGREAH. It is anticipated that the-technical committee's 
comments and a notice for SOGREAH toproceed.with the final design~will be 
issued during April, 1976. Approximately five months will be required to
 
develop the final bid documents for this portion of the program. Following
 
completion, the tender documents will be modified to conform with U.S. standards
 

* 	 and practices and AID contracting orocedures, in order to insire responsive
 
bids from U.S. contractors and/or suppliers. Figeh is expected to execute a
 
contract in May, 1976, with a U.S. A&E firm to similarly modify the documents
 
for the General Phase (Part 3) of the water distribution network to be
 
financed under AID loan 276-J-008. In the interests of expediting the work,
 
Figeh has informally requested AID concurrence in using the same A&E firm
 
to undertake the additional engineering and supervision work for the pumping
 
stations, dispatching system and trial pumping tests. As this firm will be
 
intimately familiar with project details as a result of their workl-in Damascus
 
in preparing -bid documents for the distribution network, they will obviously
 
have a predominant capability to carry out the additional work. Therefore,
 
to avoid the problem of effectively coordinating the activities of two sepa
rate engineering firms, and because the proposed AID project is an integral
 
part of the overall expansion program, AID agrees that it is advantageous
 
to have the same U.S. A&E perform the required additional engineering work.
 

SOGREAH has also conducted a detailed hydro-geological study of the
 
Fge spring and has made recommendations for trial pumping tests to be con
ducted under this project. At the request of Figeh, the SOGREA study has
 
been informally reviewed by the United States Geological Survey (USGS).
 
Comments from the USGS indicate that they generally agree with SOGREA's
 
recommendations for conducting the pumping tests. However, the USGS has
 
suggested that the short-term program include monitoring of water levels in
 
test wells in the area and the inclusion of a variable pumping discharge
 
test to permit determination of the relationship between water levels and
 
discharge. In addition, the USGS has recommended that a more comprehensive
 
long-term study of the effects of stress pumping at the spring be undertaken.
 
The study would ultimately allow Figeh to develop a water balance for the
 
area and permit the rational allocation of water resources among present and
 
prospective users in both Syria and Lebanon. On the basis of the SOGREAH
 



report and the USGS comments, AID is satisfied that sufficient information
 
is available to enable the U.S. A&E firm to develop a bid package for the
 
trial pumping and permanent pump linstallatins .
 

The contract under which the U.S' A&E fir will supervise the installs
tion of the General Phase (Part 3) distribution network will also be amended 
to include general supervision of theconstruction of the distribution pump 
ing stations and dispatching system. Likewise, the A&E will1g.,monitor the pumping tests to 	be conducted at the supetyisseiand 

santicipated that Figeh will execute an A&E contract under Loan 276-J-008
 

in May, 1976; subsequently, bid documents for ithe General Phase distribution
 
-network should be completed duringecember, 1976. The French consultant,
 

---	 SOGREAH,-should alsofinalize -tender-documents-for the,.pumping- stations.-and------------
dispatching system by September, 1976. If these schedules can be maintained,
 
the U.S. A&E will be able to "Americanize" the tender documents by December,
 
1976. The project elements -proposed here could then be incorporated Into
 
the work to be accomplished under the distribution construction contract or
 
issued as an addendum during the tendering period for that contract. As the
 
transmission lines entering and leaving the pumping stations are included under
 
the General Phase, it would appear appropriate to incorporate the additional
 
work proposed in this project into the general construction contract for that
 
portion (Part 3) of the expansion program. In addition, the total cost of the
 
civil works associated with the pumping stations and dispatching system to
 
be financed under this project is relatively small,, and the work is not likely
 
to attract U.S. contractor interest unless it is combined with the General
 
Phase distribution construction contract (Part 3). 

Alternatively, if timing is such that the work here'in proposed must be
 
bid in separate packages, U.S. participation will likely be limited to the
 
supply and supervision of installation of equipment, with the civil works to
 
be performed by local construction firms or under an amendment to the distribu
tion contract being performed by the U.S. construction contractor. Under this
 
alternative, suppliers would be expected to provide technicians to supervise
 
the installation of equipment and to conduct performance tests prior to
 

final acceptance by Figeh.
 

The tender documents for the Figeh spring trial pumping installation
 

will require the successful bidder, probably a well-drilling contractor, to
 
develop the necessary wells, install the pumps and motors, and to conduct
 
final performance tests prior to acceptance. Operational personnel for
 

carrying Out the tests over an extended period of time and maintaining the
 

installation will be provided by Figeh.
 

3. Implementation Schedule -

A tentative, detailed implementation schedule, as well as a Project Performance 

Tracking (PPT) Chart, for the proposed AID-financed project are shown in 

I , ,, 
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Annexes !A and ]i, respectively. The schedule is based on
that tilt 'istribution the assumption 
cluded '1I, 

pumping stations and dispatching system will be in(Part 3) Ceneral Phase distributioncontrazt system constructionII the 'vent that these elements cannottract, he added to thatsrato contracts conmust be let and may cause the overall implementation stK, :ule to be delayed by a few months. 
A; n(t cd, the implementation schedulel1owevLr, as; will extend beyond three years.all project elements are closely relatedstruction of and design andthe permanent pumping coninstallationnecessarily await the results of 

at the Figeh spring

the trial pumping tests, 

must
 
this extension is
deemed fully justified. 

i.) isburemeutOnly lorczign exchange costs 
incurred after loan effectivity, i.e., 
satisfaction of conditions precedent, will be eligible for financing from loan
proceeds. Eligible costs 
include costs of commodities and services of U.S.
source and origin when incurred under AID approved procurement 
processes.
The costs of land, rights-of-way, permits, taxes, 
customs duties, and other
local currency costs will not be eligible for AID loan financing and will be
financed directly by SARG.
 

In the event that total project costs run over the $20.6 million
presently estimated, the loan agreement will require that SARG provide the
additional funds required.
 

Loan proceeds will be disbursed for dollar costs of the project through
.,Ldndard AID Letter of Commitment/Letter of Credit procedures. 
However, provision will be made for other AID approved methods of disbursement of loan
proceeds, should circumstances require.
 

By the nature of 
the project, 
the project implementation schedule will
be governed by inputs other than those financed by the AID loan.
completion of all project facilities is scheduled for July, 1981. 
Physical
 
After a
series of performance tests, final acceptance of project is scheduled for
January, 1982. 
 Therefore, the terminal disbursement date for loan proceeds
is currently estimated to be April 30, 1982.
 

The loan proceeds to finance the foreign exchange costs of the proposed
project are projected to be disbursed approximately as follows:
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1977 1978 	 1980
1979 	 1981 Totals
 

1. 	Dis rIbution
 
Pumping Stations 
 - 1,17C 1,781  - 2,951 

2. 	Dispat ching &
 
Control Svstems - 1,660 1,042 - 2,702
 

3. 	Figeh Test Pump

ing 	& Perm. Instln. 250 1,33C 170
-
 682 2,432
 

Sub Total 250 2,500 3,441 1,212 682 8,085
 

4. 	Plus Contin
gencies @ 20% 
 50 50C 689 242 136 1,617
 

5. 	Engineering/Const.
 
Supervision 
 200 200 200 200 200 1.000
 

Sub Total 500 3,200 4,330 	 1,018
1,654 	 10,702
 

6. 	Fscalation @ 7%
 
Compounded I/ 95 877 
 1,573 759 571 3,875
 

Totals 595 4,077 5,903 2,413 1,589 
 14,577
 

/Formulation described in Sec. VI B, Cost Estimate
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D. SARC/Figeh Financial Arrangements
 

The SAR( proposes to pass through the loan proceeds to Figeh by means 

of an equity investment in Figeh rather than by relending. This is con

sidere(! dhirab e by SARG in order to fully capitalize the company and to 

maintaii i !ebt-equity ratio which does not leave the company with an ex

ceslwv 4ebt service burden. Normally, AID policy is to require that loans 

mado to 2overnments for the use of revenue-producing enterprises in the 

cOurItrV Pe reIoaned to the enterprises at rates approximating commercial or 

dlev.opuent hank lending rates. This is designed to assure that the financial 

v ial Iity of such enterprises is not wholly dependent upon the concessional 

londing terms of All) loans and to ensure that artificially low policies are not 

adopted for the enterprises. 

As In the case of the first Damascus Water Supply loan, it is felt that
 

a capital contribution in the form of equity is considered justifiable. In
 

connection with the proposed IBRD loan, SARG has agreed to a tariff structure
 

designed to maintain the economic self-sufficiency of the enterprise (see
 

pp. 14-15) and reflecting the economic cost of the r-source utilized. Net
 

operating surpluses generated by Figeh in recent years have had to be turned
 

over to the central government, thus depriving Figeh of internally generated
 

retained earnings. Because of the heavy borrowing requirements of the
 

expansion program it is felt that Figeh needs additional equity to maintain
 

a proper balance between debt and equity. Thus, both price policy and
 

capitalization concerns are adequately dealt with in this situation and the
 

proposed pass-through arrangement is considered satisfactory to AID.
 

E. Repayment Prospects
 

The most recent I RD economic report for Syria states that the short-term
 

for the Syria economy appear to be favorable and
prospects (1975-1980)U 

would be greatly enhanced if peace is restored to the area. In the projection,
 

(10% in 1975), and growth of exports (goods
GDP growth rates of 8 % per annum 


plus non-factor services) of 12% per annum are predicted for that time
 

period.
 

At the end of 1974, Syria's debt service payments on external public
 
$52 million. This
debt (excluding military) of $702 million was estimated at 


to about 5% of exports of goods ($784 million) and non-factor
is equivalent 

Although no reliable figures are available
services ($272 million) in 1974. 


is probable that they were substantial.
 on 1975 external public borrowings, it 


Projected public sector investments, given the estimates of public sector
 

savings, will require additional borrowing abroad by the SARG to finance its
 

ambitious investment programs.
 

In view of the improved prospects of the Syrian economy and the rela

tively low debt services rates in 1974, Syria should have no problems servicing
 

the modest additional debt relative to this proposed project.
 

1/Current Economic Position and Prospects of Syria, October 31, 1975, EMENA CP
 

11-C, Report No. 806-SYR. See particularly table on p. 21 (Macro-Economic
 

Projections (1980)).
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VT1. FvaluaLt on 

Tht, AID project is part of a comprehensive water supply project
developt-Ji fy and under the general purview of the World Bank Group. Some
 
element, comprising the project are not scheduled for completion until

1931. AL that time the 
IBRD will appraise the effectiveness of the project.

ConsuiLtatotis with World Bank Staff indicate that their project completion 
reperts wiIl contain evaluation factors similar to those used by AID.

Shcild 
that evaluation not satisfy AID's requirements, a specific evalua
tion by AID covering the elements financed by this loan may be desirable
 
and undertaken at that time. 
 In any event throughout the implementation

period AID will monitor progress of the project and coordinate its findings
 
with the World Bank Group.
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VIII. Conditions Precedent and Covenants
 

Conditions Precedent to Initial Disbursement: In addition to
 
the ut;ual conditions precedent relating to the required SARG legal opinion
 
and tho designation of Borrower's representative(s) and specimen signa
ture(s), prior to initial disbursement of loan proceeds, the Borrower shall
 
also furnish to AID, in form and substance satisfactory to AID:
 

(a) 	the agreement between the Borrower and Figeh by which the
 
luan proceeds are made available to Figeh.
 

(b) 	the final design and bid documents in English for the Pro
ject pr.epared by the French engineering consultant retained
 
by Figeh for that purpose.
 

(c) 	an executed contract with a U.S. architectural and engineer
ing firm for services required to review Figeh tender docu
ments for the Project, to adapt them as necessary to enable U.S.
 
contractors and/or suppliers to bid on the work, and to super
vise the activities of the construction and/or installation
 
contractor.
 

Conditions Precedent to Disbursement for Construction and/or Installa
tion Goods and Services: Prior to the first disbursement for construction
 
and/or installation services, the Borrower shall furnish to AID, in form
 
and substance satisfactory to AID:
 

(a) an executed contract with U.S. construction and/or installa
tion contractor(s) for goods and services required for the
 
Project.
 

(b) 	evidence that all rights, permits, easements, etc., required
 
to install the Project elements have been secured or are available
 
to Figeh, and will be made available to the construction and/or
 
installation contractors.
 

Covenants:
 

(a) 	Borrower shall provide all authorizations or permits required
 
by Figeh, its agents, consultants and contractors for imple
menting the Project.
 

(b) 	Borrower agrees that all rights, concessions, and privileges
 
granted by the Borrower to Figeh will be provided and main
tained as required to complete this Project.
 

(c) 	Borrower agrees to provide promptly as needed all additional
 
funds required for the expeditious implementation of the Project.
 



-32

(d) 	Borrower agrees to provide all necessary financial and manage
ment resources to effectively operate and maintain the Pro

ject and the expanded water supply and distribution system
 

of which the Project is a part.
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I'RIII)'NCY (, TIHE)COUNCIL, 
()I. MINITER 

ANNEX 1 
Page 1 of 2 

lRet. : . / & ' 
Date : ;pr 1 .T', 1Q15 

i~lr(;orIo. tillm. '(,,!. 

*,;rJ) hexfl uent,:Live 

o0 f-ni J3 , , 

.wiicus , Svyr i-n Arab Republic 

D ~r. harv3e.7 

'"I ) ., , I l o1 O Amer.i.ca 

As you are aware, ... F officials h-ve had fairly extensi 

discussions with AID official:- recently, both here and in './ashington, 

D.C. on the possibilities of :further AID financial assistance to 

B.P.,. for works of the overall Damascus Water Supply expansion 
pvorraw, which is expected to also receive financial assistance from 

the iBRD and the Ki'-,it Arab Development Ftmqn. 

The Governnent of the Syrian Arab Republic reQuests that A.I 
,ives favorable consideration to a loan for financing the 2oreign 

currency needed for the works related to the distribution pumping sta
tionn, dispatth and control system, Pielt pu,Ix station and test pumpin, 

and other related works. This loan is expected tobe 3 18 million. 

In addition to the above works, several ground level distribi
 
tion reservoirs are to be built at an estimated cost of L.S. 25.32
 
million. Also the S.A.IR.G roquests that the amount L.8. 20,980,000 
in tile Special Account at the S.A.R. central Bank to be used to finan, 
the distribution reservoirs works. 

We. look forward for your prompt reply. 

RECEIVED ilou. .l. 

196 DepityW&k'l 1of State17i 

,. For Planning Affairs
 

http:Amer.i.ca
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 ANNEX 7 I 
CONTENTS OF LOAN APPLICATION Page 2"of 2 

De•r iofS TELEGRA M
 

A7 
i!'(; N LASSIFIFD ;}31
 

PAr .'1 UAMAS. q2551 261313Z
 

i TNFoO-" CT-Vl Eb-0J7 L-0) NEA-10 1080 W
 
, '1' !*, . .. .. ... .- ... ..-l i 72 5
 

P PoI2347 APR 7b 
it pFm AmrMdAbY DAMASCUS 

To SECSTATE WAIHDC PRIOI ITY 740d
 

liNrLAb UAlASCUS 2b51
 

FOR NL/LD
 

";.r,. 11052: N/A 
TA r, 

*'" UJFLT: LOAN APPLICATION - OAMASCUS WATER SuPPLY 1! 

K' 1. ,AG LLTTFR 2961/AK ADLPESSED TO aIl REP, SYRIA, DATED
 
4 AP;%L, 197o, FROM MINTSTRY Oi STATE PLANNING AFFAIRS
 
S U,.IUTr- VERBATIM IN PAR 2 BELOW,
 

9. ULJOTL HTTH REFLRENCF TO OUR LFTTLQJ N'U. P432/l .,. DATED 
APRIL !b, 1976, OE WISH TO INFnRM YOU THAI UN THE BASIS MF 
nlSCUbSIONS CARNIEn OUT RLTHELN U.S. AIU UF IUIAL AND 
FHFF UFFILIALS. THE REDUPSTEn US, AID hINANCING IS TO BF 
PEVIShn FROm DOLLARS 18.0 MILLION INln DULLARS 14, MILLInN.
 
PAA LY THT6 LFTTER WE RFVTbE OUR PNEVIUO!b REU.Sl' FOR A 
I.UAN fflM FINANCING THE FOREIGN CUkRENCY NCEDFD FOR 1HE WORKS 
PtI.ATED TU THE DISTRIBIITTON PUMPING STATIONo, nISPAT.H AND 
rUJTRUl_ SYATEM, AND OTHLR rLLATEfI WORKS INIrO LJOLLAPS 14.5 
Mll LTUN. PAHA WE LOOK FUP'A,4Rr FOP YOIJN pRUM 'r REPLY. EiND 
rifnlE. btUNhEF) M, ISSAM HyLnOU, DEPUTY lINTbTER. 
MURPHY 

IJNCLASS1FIFD
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ANNEX 7
 

Page 1 of 5 pages
 

DA', rc"q Q.ATFQ' NM:'I MA eNT
 

ST'P 11% 

AN'LYSISECUP I'::LC 

leint Cnqt Sni.utiop 

1. All major conpan, nts of the Damascus Water supplv system -- source 

works, transmission lines and distribution system -- require expansion to 

keep pace with the incrrasing demand for water, Figeh engai.ed consultants 

to pln this expansion on the basis of reasonable projections of future demand 
and a: ter a thorough analysis of alternative development plans 

which specificallv cnsiderMd staging of the various components. 

2. Mor 7,in alternatives w,ere investigated in the planning of the
 

source developm'ent and related tracsntission system. The least-cost solution 
was clearly the further development of the Figeh sarinp and construction of 
a tunnel to deliver water from this source to Damascus. A summary of the 

alter.ntive ObRch pr r niderd fnllonw . 

3. (i) F , , de'.,ei cent and tunnel to Damascus 

This grouniwatpr source provides Danascus with excellent
 
water at very low cost since it requires no treatment and
 
flows to most consumers by gravity. However the flow
 
vartes considerably w-ith the lowest recorded 
flow below present requirements, and the transrission capa
city of the existin; anueduct (3.2 m3/second) is too small 

for present and future needs. Fortunately. the average 

flow of the spriny is quite large (8.4 m3 /qecnnd) and the 

consultants expect that underground storage in the aquifer
 
which feeds the spring can be utilized te increase its 
yield at relatively low cost. Accordinly this alterna
tive Incldes an underground cutoff wall (to avoid wastin. 
sprinn water) and test pumping to explore the storage pos
slbilities. Tn this alternative a tunnel would be con-
structed to aunment the present aqueduct to Damascus,
 
The minimum capacitv of the tunnel would hove to be about 
4,0 m3/second, the estimated system production capacity 
required in 1920 (when the tunnel would be completed) so 
that the existing aqueduct could be takon out of service 
for badly needed repairs. However, the smallest tunnel 
which would be economical to construct provides a capacity 
of 5.0 m3/second, more than required. The tunnel would be 

15.0 km long and terminate at the Pal.i reservoir above
 
Damascus.
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Page 	 2 of 5 p ig, 

Ar' ~,  ; :Kteto1"r, i ve the >',x'stin, . 

,ource' . !. , d 1 A 'rip iouli.. ", r ' ,o1"d. Irp 

of A'., P"17:c'rd Wcoq5I K"O; a o din e :1r p1 eimin" 

to 	 nq-,li1,. '0 p.'H ino route, 1q. 1 ],on:- in very 
d ffic,,l ..2 ,(1 the ro k(',v nod narro, ,nr.-d va'llev.
 

,
.vo ninelin., hridv,'e would Y, re ,uir.- o,-'r the river
 
and ten croc;inr un or roads. railway and canals. At
 
Us; tLo r,:nus ,W the M.ni reservoir th, piv,.e.no would
 

he son 5nf lo.. r thann the rese rvoi r Althounh most
 
of the IstribaLW.r ,'.'vtr could he .uopli,: from the
 
pipelin,, i necennarv co a Atntion
iq to Monir P:U:inp 

with ca acic Of .,H t 1.5 , /sccon , to pi:' water to
 
thr hi Ther '.1 tr~ih i mcos that conld be nuiplied hy
 
the tunnel all e roti'e.
 

ii) i)am on the .. 	 d.' ' iver and p2Jlipene to Da9msrun. 

As the Fiuph nninj 	 iu a prinipnal source of the Hlara(ln
 
t
River, the ro, ii 11 v of usin, the river to tran.'iit 

the 	 water ruch of the ',' to )n'acu'; \.',S i',, '.pti'.ated, 
Tn 196i conr;stants 	 fro: the ,,'f, 7'fernon r:e::prrt 
co'plutecd a ;'rilmin.nrv annysis of a r.ltinrpoqe 
rs.erunir or the ,rada Ri''.er wh "h co'l! sqrpi' water
 
for domestic and in Dar'scus as
I:urp-oes irrigntion 	 n'well 
a. control floods . Data from this report was ued lv 
SOGRFAP to amnlyzo a smaller dam to be built for water 
sipply purposes onlyv, since the hypothetical 'ultipurpose 
project Jq unlikely to be built in the Wrredinte future. 
A witer su'rp:"Iv pro,''rt to Provide abo:t 4,. (3 /iecnnd 
i'oulcd requir ni A a:outb 60) m hih Ni. an r; r-oir cov

_:l . s=in:'.; 21) ha, A pumn ine. ,tnti n nd Abh ,it in) kQ of
 
Pn1 eeli'me woold h roquivred to deliver the 'ater to
 

:7 - . ' ro' t':e 0 ofentijco:;cI sed
cf di-c. 
in Pori. 5, this solItion has the fo1lo.inuM di;advnntae'n; 

a) 	Li .1tMrnnti.e project could not he operational 
for ahout si: vars because of the noe-, to prpore 
rs;,.neering. esiOn and relocate buildinns. roads 

;, tho railvay in the reservoir area, and a]so 
bpraune of the long construction p-,riod for such 
a project: 

(. ) 	 a reservoir wLti asocinted inst,,latinns and
 
i,.'n ;'. in much les secure. nn a -ntor source
 
LhI,'n ;n iuntrol'Ocindl snurce and a wn"I.mmn'*
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1\.) ..aree.r', . . .... . O r', ' J 'r 	 .... 

0:5! 	.'.rc , ' 0...,n V. ,,0 it r Ior "in1 t ',,',Ir ' I t'r .:1 t 00 

:o i 	 ro I ':It.:-II ., lD"ii rr.' a Wti,.r totalsl U e v t. 
;on-' 17?.000 K.. Th' ',iristrv of PuW Icorks and U;ater 
P ourro. t i', vt,; q;ots fn, .oll; onthit , n rely an 
apuifor ' ich is rechireJO hv the il,'rada ,',ver and 
srall r ,':n I r(,.-, fIowinp from th( Anti Lebanon 
"n nva i n . Figeh is .... aSin 1no ari Iv W 1.,ls at Jobar 
but into ,I; to ;aandon, then a'; soon as nossil, 

Thore are r':nv revmonq w!Iv it is "oractical 
to consider u,;in; rounMwater to aurment the Damascusthi ,s 


water suppv.
 

(a) 	All tho proundw.,tor is bacterioloricallv contan
inntc due to g:ross Pollution, most].v from 
Maqr.q unti a conrohensiveep-oraqp, svstem 

is co st ructed th, use of this groundwater is 
undesirable for health reasons. 

(b) 	A cencurie,;-old sVSt.:, of water ri ohts allocation 
has evolved In the re-ion includin, a hierarchy
 
of committees. To contendwith these traditional
 
ailocatc ,ns would be e:tremelv difficult if 
nt
 
i:possihe.
 

(c) 	The viel! of individual wells is quite small, generally

less than 1,o00 m 3 /dav, which would make the develop
ment of this source verv exponsive in view of the large 
and increasing demand for water in Damascus I 

Furthermore, uch wa lls would involvp substantial pumping costs,
 
both to brin% the water to the surface and (sinco the ground 
riseq toward the citv) to transmit it to hither-lying areas 
where the "rh:in consumI'ers ire located. 

n,;ti,,o; 
..ltlrorrt; th, origin, 1 oconomic nna lyqi of the three possibl.eW, 4.,77 haq::.;7o,:n tn,.l.7i -04 S.,.rcp ,',O lnMont n.-..1 tunnel to 

alter 
nl-n.scus 

was the loqt-co;t solution, it wnq not clear follouln,, r,ceit of the tenders 
for the tunnel, ,.,ith their mutch hither than estimated costs, whiether this 
solution presented the lenst.-cost under current conditions. The ccnsultants 
(SOClUAJ!) were requested to update their original feasihilitv study using unit 
prices submitted by the contractors for the tunnel works and the Urgent Phase 
distribution works, Their report. submitted in June 1n75 gave the following 
summary of Present values for each of the solutions with invesltments/ main
tenance and operatinq costs over the next 30 years' discounted at rates of 87
 
and 127.
 

BEST 	AVAILABLE COPY 
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Present Value of ItMestmeut 

at Discount Rate Shown 
:.ource of -i,,u2r v .-- in L:; [.iil,.,.. 

87 	 12' 

1. 	 Fi;'h s;ource Ahvelonment and tunnel to 
Damascus 226.0 214.2 

2. Fi.eh sotrcc developrnt and 

(a) cat--iTr1:. nipelHlin to Damascus 111.7 269.6 
(h) ashestos-cetnent pipeline 	 29/4.2 254.6 

3. Dam on IParada !Uivr and 

(a) ca,;t-irnn pipolinn to Damascus 445.7 406.5 
(b) asbestos-ce!:ent pipeline 

The new feasibility stutly thus clearly confirms that the major component of 
the project for which this loan is proposed is the least-cost solution to 
Damascus' water -- ipplv needs. 
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Table 1 

Maajor Eauipment Required for Distribution 

Purping Stations 

Stat ion Building
Requirement (J ) 

_mp s 

" 
Motors Transformer Stand-ByPowern-B 

Power 

S-:-:-:: (lIE) 307 4 2 315 m/i. 4 @ 50 h.p. 

@ '37 rn. head 630 K.V.A. 300 K.V.A. 

3 @ 150 m3/hr. 3 @ 50 h.p. Diesel 

@ 150 m. head Generator 

KAEETO~jj-BAS 152 3 @ 50 r 3 /hr. 3 @ 20 h.p. 160 K.V.A. 100 K.V.A. 

0 130 mn. head 
Diesel 
Generator 

2 @ 25 m3 /hr. 2 @ 20 h.p. 

@ 300 m. head 

MEZZE (MIo) 140 3 @ 350 m3/hr. 3 @ 30 h.p. 250 K.V.A. 160 K.V.A. 

Diesel 

JE2:,AYA 140 
0 46 in.head 

3 @ 200 m3 /hr. 3 @30 h.p. 160 K.V.A. 
Generator 
100 K.V.A. 

Diesel 
O 70 m. head Generator 
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SYRIA -- SECONI) DAMASCUS WATER SUI'PLY LOAN 

TENTATIVE IMPLDIENTAT1ON SCHEDULE
 

1. 	Project paper completed (April 1976)
 

2. 	Loan authorization signed (May 1976)
 

3. 	Loan agreement signed (June 1976)
 

4. 	Implementation Letter No. 1 issued 
(July 1976)
 

5. 	All Conditions Precedent to initial disbursement satisfied (August 1976)
 

6. 
Completion of contractual arrangement inder which the U.S. A/E firm pro

viding engineering and management services for Part 2 (General Phase)
 

aerees to provide similar services for this loan 
-- this arrangement is
 

to include providing supervision and monitoring the test pumping operations
 

at 	Figeh. (August 1976)
 

7. 	First letter of commitment issued (September 1976)
 

8. 
A/E 	firm receives a notice to proceed (September 1976)
 

9. 	Final planning, project design, preparation and Americanization of tender
 

documents completed by A/E firm (December 1976)
 

10. Completion of contractual arrangement under which the U.S. construction
 

contractor implementing procurement and installation of water distribution
 

mains for AID First Loan (Part 3 - General Phase) agrees to provide
 

appropriate services to implement this loan. 
 (June 1977). (This is re

quired as a CP to further disbursement).
 

11. 
 Letter of Commitment for construction contract opened (July 1977)
 

12. Commodity procurement for project facilities begins (July 1977)
 

13. Civil construction for distribution pumping stations begins (September 1977)
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1.4. 	 Development of wells for Figeh trial pumping facilities begins
 

(October 1977)
 

of
 
is. installation/equipment for distribution pumping stations begins
 

(April 1978)
 

16, Installation of pumps for trial pumping facilities begins (April 1978)
 

17. 	 Interim contracting progress report submitted for trial pumping
 

facilities (July 1978)
 

18. 	 Interim contracting progress report submitted for construction of
 

distribution pumping stations (July 1978)
 

19. 	 All commodities requircd for construction of Figeh trial pumping
 

facilities delivered (August 1978)
 

20. 	 Figeh trial pumping facilities completed (November 1978)
 

21. 	 Beginning of test pumping operations. (December 1978)
 

22. 	 Civil construction and equipment supply ifor dispatching facilities
 

begin. (December 1978) 

23. 	 All commodities requiLed for construction of distribution pumping
 

stations delivered (April 1979)
 

24. Construction of distribution pumping stations completed (May 1979)
 

25., Beginning of testing and finishing for distribution pumping stations
 

(June 1979)
 

26.. Interim contracting progress report submitted for dispatching facili

ties 	(May 1979)
 

27. 	 All commodities required for construction of dispatching facilities
 

delivered (August 1979) Commodity procurement for all project elements completed
 

28. 	 Testing and finishing completed for distribution pumping station
 

(September 1979)
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29. Construction of dispatching facilities completed (November 1979) 

30. Test~ng and finishing completed for dispatching facilities ( April 1979) 

31. Betnhling ot te,;ting and finishing operations for dispatching facili

ties (December 1979) 

32. 
 Construction begins for Figeh pumping stations--permanent installation
 

(June 1980)
 

33. Interim contracting progress report submitted for Figeh permanent
 

pumping installations (December 1980)
 

34. 
 All commodities required for construction of Figeh permanent pumping
 

stations delivered (May 1981)
 

35. Construction of Figeh permanent pumping stations completed (July 1981)
 

36. Beginning of 
testing and finishing for Figeh permanent pumping sta

tions (August 1981.)
 

37. Final construction contractors report submitted. 
 (September 1981)
 

38. Final A/E contractors report submitted (November 1981)
 

39.. 
 Figeh accepts work completion reports of construction contractor and
 

approves final payment. (November 1981)
 

40. 
 Testing and finishing completed for Figeh trial pumping (December 1981)
 

41. 
 Figeh accepts work completion reports of A/E firm and approves final
 

payment (January 1982)
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EMBASS' OF THE
 

UNITED STATES OF AMERICA
 

AGENCY FOR INTERNATIONAL DEVELOPIENT 

CERTIFICATION PURSUANT TO SECTION 611(e) OF TIHE 
FOREIGN ASSISTANCE ACT OF .961, AS A-IIENDED 

DA.(MASCUS WATER DISTRIBUTION-II 

I, Gordon B. Ramsey, the principal officer of the Agency for
 

International Development in Syria, having taken into account,
 

among other things, the maintenance and utilization of projects 

in Syria previously financed or assisted by the United States, do 

hereby certify that in my judgement Syria has both the financial 

capability and the human resources capability to effectively 

maintain and utilize the capital assistance project Damascus 

WaLer Distribution II. 

This judgment is based on general considerations discussed in the
 

project paper to which this certification is attached.
 

'
I,
 

Gordon B. Ramsey 
AID Representative
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LOAN AUTHORIZATION
 

Syria: Second Damascus Water Supply Project
 

Provided from:. 	Foreign Assistance Act, Part II,Chapter 4
 
("Security Supporting Assistance"), Section 532
 

Pursuant to the 	authority vested in the Administrator, Agency for
International Development ("A.I.D."), by the Foreign Assistance Act
of 1961, 
as amended (the "Act"), and the delegations of authority

issued thereunder, I hereby authorize the establishment of a
loan (the "Loan"), pursuant to Part II,Chapter 4 (Security

Supporting Assistance), Section 532 of the Act, to the Government
of the Syrian Arab Republic ("Borrower") of not to exceed Fourteen
Million Five Hundred Thousand United States Dollars ($14,500,000)

to assist in financing the foreign exchange costs of goods and

services required to support the improvement and extension of the
public water supply system in the city of Damascus. The Loan
is subject to the following terms and conditions:
 

1. Interest Rate and Terms of Payment. 
Borrower
 
shall 
repay the Loan to A.I.D. in United States
 
dollars within forty (40) years from the first

disbursement under the Loan including a grace

period of not to exceed ten (10) years. Borrower
 
shall pay to A.I.D. in United States dollars in
terest on the outstanding disbursed balance of the
Loan and any due and unpaid interest at the rate

of two percent (2%) per annum during the grace

period and three percent (3%) thereafter.
 

2. Other Terms and Conditions,
 

Inaddition to the standard requirements of a

legal opinipn from Borrower, appointment of represent
atives and 
 eview and approval of specified contracts,

the followi'ng terms and conditions shall also apply:
 

(a) Borrower shall make available the proceeds of
 
the Loan to the Damascus water authority,

Etablissement Public des Eaux de Figeh, on
 
terms and conditions satisfactory to A.I.D.
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(b) Unless A.I.D. otherwise agrees in writing,

goods and services financed under the Loan
 
shall have their source and origin in the
 
United States.
 

(c) The Loan shall be subject to such other terms
 
and conditions as A.I.D. may deem advisable,
 

Daniel Parker
 

Date
 

Clearance:
 
GC:CLGladson
 
NE/CD:THLustig
 
NE/ME:NSweet
 
NE/DP:BLangmaid
 
FM/FCD:
 
AA/PPC:PBirnbaum
 
AA/NE:RHNooter
 

GC/NE:CECostello:jab:4/23/76
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CHECKLIST OF STATUTORY CRITERIA 

The 	 folloing abbreviations are used: 

FAA - Foreign Assistance Act of 1961, as amended.
 

FAA, 1973 - Foreign Assistance Act of 1973.
 

App. - Foreign Assistance and Related Programs Appropriation Act, 1974.
 

f,£MA - Merchant Marine Act of 1936, as amended.
 

BASIC AUTHORITY
 

1. .FAA § 13; § 104; 9 105; 
I706; § I07. Is loan beinq made 

Inapplicable. Loan is being 
provided from Security Supporting 
Assistance funds. 

a. for agriculture, rural develop
ment or nutrition; 

.b. for population planning or health;
 

c. 	for education, public administration,
 
or human resources development;
 

d. 	to solve economic and social develop
ment problems in fields such as trans
portation, power, industry, urban
 
development, and export development;
 

e. 	in support of the general economy of the
 
recipient country or for development pro
grams conducted by private or inter
national organizations.
 

COUNTRY PERFORMANCE 

Progress Towards Country Goals
 

FM 2 (b) (7) & (8); § 208
 

A. 	Describe extent to which country is: Inapplicable. Loan is being
 
provided from Security Supporting
 

(1) Making appropriate efforts to Assistance funds.
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increase food production and 
improve means for food storage 
and distribution. 

(2) Creating a favorable climate
 
for foreign and domestic private
 
enterprise and investment.
 

(3) Increasing the public's role in
 
the developmental process.
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(4) 	 (a) Allocating available
 
budgetary resources to
 
development.
 

(b) Diverting such resources
 
for unnecessary military expen
diture (See also Item No. 20)

and intervention in affairs of
 
other free and independent
 
nations.) (See also Item No.
 
11)
 

(5) 	Making economic, social, and
 
political reforms such as tax col
lection improvements and changes in

land tenure arrangements, and
 
making progress toward respect for
 
the rule of law, freedom of express
ion and of the press, and recogniz
ing the importance of individual
 
freedom, initiative, and private

enterprise.
 

(6) Willing to contribute funds
 
to the project of program.
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(7) 	 rthc",iseresponding to the 
vital cconcx'io, political, and 
social concerns of its people, and 
dem:'nstratinj ,.clear determination 
to take effective self-help Oieasures.
 

B. Are above factors taken into account
 
in the furnishing of the subject
 
assistance?
 

Treatment of U.S. Citizens and firms.
 

3. FAA § 620(c). 
government, is 

If assistance is to a 
the government liable 

There are at present no claims 
meetinq the criteria for termination 

as debtor or unconditional guarantor 
on any debt to a U.S. citizen for 
goods or services furnished or ordered 
where (a) asuch citizen has exhausted 

of assistance pursuant to this Section. 
However, Syria is now discussing 
with the U.S.G. and private 
creditors the status of all 

available legal remedies and (b) debt 
is not denied or contested by such 
government? 

remaining outstanding debts of 
Syria, in order to reach negotiated 
settlement. 

4. FAA § 620(e) (1). If assistance is to 
a government, Mas it (incl'uding govern-
ment agencies or subdivisions) taken 
any action which has the effect or 
nationalizing, expropriating, or other-
wise seizing ownership or control of 
property of U.S. citizens or entities 

Syria, has taken action in the past, 
'which without appropriate action 
on Syria's part would call for 
620(e) sanction. Syria is now 
discussing the resolution of these 
claims with the U.S.G. and private 
creditors. A determination has 

benefically owned by them without 
taking steps to discharge its 
obligations toward such citizens or 

been made that Syria is taking 
appropriate steps to discharge its 
obligations. 

entities? 

5. 	 FAA § 620(o); Fisherman's Protective No instance of any such seizure or
 
Act § 5. If country has seized, or imposition of such penalty or
 
imposed any penalty or sanction against, sanctions is now known.
 
any U.S. fishing vessel on account of its
 
fishing activities in international
 
waters,
 

a. has any deduction required by Fisher
men's Protective Act been made?
 

b. has complete denial of assistance
 
been considered by A.I.D. Administrator?
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Welations w.i t? 1.S. Goverrment and Other Nations. 

6. 	 FA . Does r2C:ipient country fur-
r-TTn .ih-_,1,,t!1ce 
to Ciba or fail to take 
apprpwopiate sLeps to prevent ships or air
cra ft undr its flaig from carrying cargoes 
to or frorI Cuba.. 

7. 	 FAA § 620(b). If assistance is to 

a government, has the Secretary of 

State determined that it is not 

controlled by the international 

Communist movement?
 

8. 	 FAA § 620(d). If assistance is for 

any productive enterprise which will 

compete in the United States with 

United States enterprise, is there 

an agreement by the recipient country
 
to prevent export to the United States
 
of more than 20% of the enterprise's

annual production during the life 
of the loan?
 

9. 	 FAA § 620(f). Is recipient country 

a Comunist country? 

10. 	 FAA § 620(i). Is recipient country 

in any way involved in (a) subversion 

of, or military aggression against, 

the United States or any country

receiving U.S. assistance, or (b)

the planning of such subversion or
 
aggression?
 

11. 	 FAA § 620(j). Has the country permitted, 

or failed to take adequate measures to 

prevent, the damage or destruction, 

by mob action, of U.S. property? 


12. 	 FAA§ 620I). If the country has failed 

to institute the investment guaranty 

program for the specific risks of 

expropriation, in convertibility or 

confiscation, has the the A.I.D. admini-


No instance of'such conduct is
 
known. 

The Secretary of State has
 
determined that Syria is not
 
controlled by the international
 
communist movement.
 

The purpose of the contemplated
 
prooram is not to assist the conduct
 
or operation of a productive enter
prise within the meaning of 620(d).
 

The recipient is not a communist
 
country.
 

The President has not determined
 
that 	the recipient country is
 
involved in such conduct.
 

There is not reason to believe that
 
Syria will fail to take adequate
 
measures to prevent the recurrence
 
of mob action which may result in
 
damage or destruction to U.S.
 
pronerty within Syria. Negotia
tions pertaining to settlement of
 
old claims pertaining to such
 
damage will take place soon.
 

The institution of an investment
 
guaranty program is now under
 
review. 
A.I.D. has not considered
 
denying assistance for this reason.
 

stration within the past year considered denying

assistarce to such government for this reason?
 



ANNEX 	 15 
Page 6 of 17 pages
 

13. 	 FMA S 620Tn). Does recipient country Syria is not known to be ennaged 
tfrnish C;T)Js to North Viet-Nam or in such a course of conduct. 
permit ,hips or aircraft under its 
flag to carry cargoes to or from 
North Vi;t-Nam? 

14. 	 FAA § 620(q). Is the government of The Administrator has determined 
the i--cipient country in default on that assistance to Syria is in the 
interest or principal of any A.I.D. national interest, despite the 
loan to the country? prohibition contained in Section 

620(q).
 
15. 	 FAA § 620(t). Has the country Syria broke diplomatic relations 

severed dipl-omatic relations with with the U.S. in 1967. Diplomaticthe United States? If so, have they relations have now been resumned,theeniresed Statesn, have ltel 
 and the two governments are
been resumed and have new bilateral actively negotiating an up-dated 
assistance agreements been negotiatedto 
and entered into since such resumption? replace the earlier agreement still
 

16. 	 FAA § 620(u). What is the payment in effect. 
status oT thestatscontrysoT-T~ U.N.UN. obli-oli-Syriaits U.N.isup to date inpaynent ofcountry's 	 obliq, tions. 
gations? If the country is in
 

arrears, wiere such arrearages taken
 
into account by the A.I.D. Administrator
 
in determining the current A.I.D.
 
Operational Year Budget?
 

17. 	 FAA § 481. Has the government of The President has made no 
recipient country failed to take determination under Section 481 
adequate steps to prevent narcotic that Syria is in violation of 
drugs and other controlled substances this section.
 
(as defined by the Comprehensive Drug
 
Abuse Prevention and Control Act of
 
1970) produced or processed, in whole
 
or in part, in such country, or trans
ported through such country, from being
 
sold illegally within the jurisdiction
 
of such country to U.S. Government
 
personnel or their dependents, or from
 
entering the U.S. unlawfully?
 

18. 	 FAA § 659. If (a) military base is Inapplicable.
 
located in recipient country, and was
 
constructed or is being maintained or
 
operated with funds furnished by U.S,,
 
and (b) U.S. personnel carry out
 
military Locrations from such base,
 
has the President determiined that Lhe 
government of recipient country has
 
authorized -regular access to U.S.
 
correspondents to such base?
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9. .., ! _.. 'rat pEcentace of A.I.D. is takiun into account each 
hJ,,,,eL is for iili dry of the listed considerations and 

eX; r:'iturS? owHuch of foreign has determined that considerations 
exch,!f.qe resoIrces spent on military as to current military expenditures 
eq;peit? Ha,,,., spent the 	 Syrians notriuch for 	 by the do inhibit 
purchase of sophisticated wcapons economic aid but rather that the 
systemis? (Consideration of these projected program contributes to 
points is to be coordinated with the underlying intent of the FAA 
the [Aureau for Program and Policy which seeks to reduce arms costs 
Coorcination, Regional Coordinators and to stimulate economic develop
and Military Assistance Staff (PPC/RC).) ments.
 

CONDITIONS OF THE LOAN
 

General Soundness
 

20. 	 FAA § 201(d). Inf-rmation a-,d con- Item 20, 21, 22, and 23 of this
 
cLusion on reasonaoleness and legality section of the checklist are
 
(under laws of country and the United inapplicable because the proposed

States) of lending and relending terms loan will be provided from Security

of the loan. Supporting Assistance funds.
 

21. 	 FAA 201(b)(2); § 201(e). Information Inapplicable.
 
and conclusion on activity's economic
 
and technical soundness. If loan is not
 
made pursuant to a multilateral plan,
 
and the amount of the loan exceeds
 
$100,000, has country submitted to
 
A.I.D. an apolication for such funds
 
together with assurances to indicate
 
that funds will be used in an economically
 
and technically sound manner?
 

http:exch,!f.qe
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22. FAA § 201(b) . InFnr:ation and Inapplicable. 

conc usF.I,.! C(aaCi ty of the country 
to ;p-\, ]OL1,
redsormI I:.Ss or 

i luI udincl 
rep ,,:leiv prospects. 

23. A . (b)(1). nrination and Inapplicable. 
coiTL -T l--vajlabii ty of financing 
fro;i uTher fre-wiorld sources, ircluding 
private sources within the Uni ted States. 

2 _,FAA § 611(a)(1). Prior to signing of (a) These have been completed. 

loa, 	will there be (a) engineering, W This has been completed. 
financial, and other plans necessary 
to carry out the assistance and 
(b) a reasonably firm estimate of the
 
cost to the United States of the
 
assistance?
 

25. 	 '\A § 611(a)(2). If further legislative No further legislative action is
a tion is required within recipient
actin iwihinother 	 required to implement the project
reuire than the ratification action 
country, what is basis for reasonable pertan the iq n an 
expectation that such action will be prtaining to the siqned loan 
completed in time to penii t orderlyi agreement which in past cases
requires no more than 90 days


acmlishment of the purpo:_-ifaccompi t h I % the loan reuesnmoeta90dyand has not delayed project
 
26. 	 FAA § 611(e). If loan is for Capital ifnplementation.
Assistance, and all U.S. assistance to Yes. A copy is attached as anexhibit to the Project Paper.
 

project now exceeds $1 million, has
 
Mission Director certified the country's
 
capability effectively to maintain and
 
utilize the project?
 

Loan's Relationship to Achievement of
 
Country and Regional Goals
 

27. 	 £AA § 207; j I11. Extent to which Items 27, 28, 29, 30, 31, 32, 33,

assistance reflects appropriate emphasis 
 34, 35, and 36 of this checklist
 
on: 	 (a) encouraging development of 
 are not applicable because the
 
democratic, economic, political and 
 Proposed loan will be provided

social institutions; (b) self-help in 
 from Security Supporting Assistance
 
meeting the country's food needs; (c) improving funds.
 
availability of trained manpower in the
 
country; (d) programs designed to meet
 
the country's health needs; (e) other
 
important areas of economic, political,
 
and social development, including in
dustry; free labor unions, cooperatives,.

0,,1 Vc u,,tury Ageci., ; L,. ,J u u uO 

and communication; planning and public
 
administration; urban development, and
 
modernization of existing laws; or
 
(f) integrating women into the recipient
 
country's national economy.
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28. FAA 20'?. Is project susceptible of Irapplicable.
execution as part of regional project?

If so, why is project not so executed?
 

29. FAA § 201(b)(4). Information and con- Inapplicable.
cusion on activity's relationship to,

and consistency with, other development

activities, and its contribution 
reliable long-range objectives. 

to 

30. FAA § 201(b)(9). Information and con-
 Inapplicable.

clusion on whether or not the activity

to be -financed will contribute to the

achievement of self-sustainipg growth.
 

31. FAA § 209. Information and conclusion 
, Inapplicable.

whether assistance will encourage

regional development programs.
 

32. FAA § Section111. Discuss the extent 
 Inapplicable.

to which the willloan strengthen the
participation of the urban and rural 
poor in their country's development,

and will assist in the development of

cooperatives which will enable and
 
encourage greater numbers of poor

people to help themselves toward a
 
better life.
 

33. FAA § 201(f). 
 If this is a project Inapplicable.

loan,Tdescribe how such project will
 
promote the country's economic deve
opment taking into account the coun
try's human and material resource
 
requirements and the relationship
U-viee-maueojectvezs of the 

projcct and overall economic
 
development
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34. FAA § 2,(a). tescribe extent to Inapplicable. 
i rE-F-ar %Jill contribute to
 

the ohjective of assurinql ir-ximuri
 
parti cii t irn in h-, t , of economic
 
deve] c;-:ient on tIhe part of the people
 
of the country, through the encourage
ment of democratic, private, and local
 
governm;iental institutions.
 

35. 	 FAA § 281(b). Describe extent to which Inapplicable. 
program recognizes the particular needs,
 
desires, and capacities of the people of
 
the country; utilizes the country's in
tellectual resources to encourage insti
tutional development; and sup, orts civic
 
education and training in skills required
 
for effective participation in govern
mental and political processes essential
 
to sel f-government.
 

36. 	 FAA 201(b)(3). In what ways does the Inapplicable.
 
activity give reasonable oromise of con
tributing to the development of economic
 
resources, or to the increase of produc
tive capacities?
 

37. 	 FAA § 601(a), Information and r-inclu- This loan is not primarily designed
 
sions whether loan will encourage ef- to encourage such efforts but will
 
forts of the country , : (a) increase be suppoitive of the basic welfare
 
the flow of international trade; (b) of the inhabitants of Syria's
 
foster private initiative and competi- major city. To the extent an
 
tion (c) encourage development and use improvement in their welfare
 
of cooperatives, credit unions, and enables the country to uporade the
 
savings and loan associations; (d) quality of its human resources and
discourage monopolistic practices; provide more abundant water for
(e) improve teChniCdl efficiency of industry and commerce as well as
 

(e) 	mprve ffiienc ofdomestic use, the loan encourages
tchncdl 

industry, agriculture, and commerce; sc ffort
 
and (f) strengthe" free labor unions. such efforts.
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3S 
 FAA i 619. If aSsistance is for newly 
 Syria is not a newly independent

in,!ependent country; is it furnished country.

tiil'ourh Ilti lateral organizations

pl:lns to 

or
the Flaximum extent appropriate?
 

Lonr' Effect on U.S. and A.I.D. Proqram
 

39. FlAA § 201b)(6). Information and con- Items 39 and 40 are not applicable
clusion on possible effects of loan on because the Proposed loan will
U.S. economy, with special reference to 
 be provided from Security Supporting
areas of substantial labor surplus, and Assistance funds.
 
extent to which U.S. commodities 1nd
 
assistance are furnished in 
a manner
 
consistent with improving the U.S. ba
lance of payments position.
 

40. FAA § 202(a). Total amount of money 
 Inapplicable.

under loan which is going directly to
 
private enterprise, is going to 
in
termediate credit institutions or

other borrowers for use by private
enterprise, is being used to finance
 
imports from private sources, or is
 
otherwise being used to finance pro
curements from private sources.
 

41. FAA § 601(b). Information and 
 The loan will finance foreign
conclusion on how the loan will exchange costs of goods and services
encourage U.S. private trade and 
 from the United States.

investment abroad and how ft will
 
encourage private U.S. participation

in foreign assistance programs (including
 
use of Private trade channels and the
 
services of U.S. private enterprise).
 

42. FAA § 601(d . If a capital Yes. 
project, are engineering and pro
fessional services of U.S. 
firms
 
and their affiliates used to the
 
maximum extent consistent with
 
the national interest?
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43. 	 FAA § 692. Information and con- The U.S. will be advised of 
clusion vheth.r U.S. small business nroposed Procurements and will 
will participate equitably in the notify Small Business of the 
furnishing oF goods and services opportunities. 
financed by the loan. 

44. 	 FAA .620(). Will the loan promote No. 

or assist the foreign aid projects 
or activities of the Communist-Bloc
 
countri es?
 

45. 	 FAA § 621. If Technical Assistance Technical assistance requires to 
is financed by the loan, informa- implement the project will be 
tion and conclusion whether such provided by the U.S. private sector 
assistance will be furnished to on a contract basis. If such 
the fullest extent practicable as assistance is obtained from other 
goods and professional and other Federal Agencies it will be only 

servires from private enterprise on the basis that such services are 

on a contract basis. If the not competitive with the private 

facilities of other Federal agencies sector, are in fact the most suitable,
 

will be utilized, information and and will not unduly ititerfere with
 

conclusion on whether they are U.S. domestic programs.
 

particularly suitable, are,not
 
competitive with private enter
prise, and can be made available
 
without undue interference with
 
domestic programs.
 

Loan's Compliance with Specific Requirements
 

46. 	 FAA § 110(a) ; § 208(e). In what Items 46, 48, 49, 50, and 51 of 
manner has or will the recipient this checklist are inapplicable 
country provide assurances that it because the proposed loan will be 
will provide at least 25% of the costs provided from Security Supporting 
of the program, project, or activity Assistance funds. 
with respect to which the loan is to 
be made? 



47. FAA §66n. Will loan usedbe to 
finance police training or related 
prograili in recipient country? 

48. FAA 114. Will loan be used to pay 
for perform~ince of abortions or to
motivate or coerce persons to 
practice abortions? 

49. FAA § 201(b). Is the country among 

the 20 countries in which develop
ment loan funds may be used to make
 
loans in this fiscal year?
 

50. FAA § 201(dl. Is interest rate of loan 

at least 2% per annum during grace 

period and au least 3% per annum
 
thereai cer?
 

51. FAA § 201(f). If this is a project 
loan, what provisions have been made
for appropriate participation by the 
recipient country's private 
enterprise? 

52. FAA § 604(a). Will all commodity 

procurement financed under the loan 

be from the Untied States except as 

otherwise determined by the President?
 

53. FAA § 604(b). What privision is made 

to prevent financing commodity pro 

curement in bulk at prices higher

rhan adjusted U.S. market price?
 

ANNEX 15 
Page 13 of 17 pages
 

No.
 

Inapplicable. 

Inapplicable.
 

Inapplicable. (Loan will 
in fact
 
provide for such interest rate).
 

Inapplicable. 

Yes. 
 The loan authorizes
 
procurement onlv from the
 
United States.
 

Bulk commodity procurement is not
 
contemplated by the project.
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54. I__ _ 604(0.. 
coon try 
11"ari.m ,1t, 
loin i, rI, 
ill!Ir.L1 .' l) t. 

If the cooperating 
m at: U.iS;cr" U.S. 

, c , .,ios, %11l1 the 
reqtuiro that: marine 

)10 7L ii t1.' tni.t,,d 
Sta,1 	 !:* (,i conmiod ties financed by 
the lolil? 

). INo 


meint of agricultural comnodity or 
p'aduct is to be financed, is there 
provision against such procurement 
when tihe domestic price of such 
comodity is less than parity? 

56. 	 FAA § 604(f). If loan finances a 

conmuodity import program, will 
arrangements be made for supplier
 
certification to A.I.D. and A.I.D.
 
approval of commodity as eligible
 
and suitable? 

57. 	 FAA i 6 08(a). Information on 

measures to be taken to utilize 

U.S. Covernment excess personal 
property in lieu of the procure
ment of new items. 

58. 	 FAA 9 611(b), App. 1 If loan
101. 

finances water or water-related 
land 	resource construction project
 
or program, is there a benefit-cost
 
computation made, insofar as
 
practicable, in accordance with
 
the procedures set forth in the
 
Memorandum of the President dated
 
May 15, 1962? 

59. 	 FAA § 611 (c). If contracts for con-

struction are to be financed, what 

provision will be made that they be 

let on a competitive basis to
 
maximum extent practicable?
 

60. 	FAA ,4612(b); 636(h). Describe 

steps taken to assure that, to the 

maximum extent possible, the country 

is contributing local currencies to 

meet the cost of contractual and
 
other services, and foreign currencies
 

Syria has indicated that there will 
be no discrimination against U.S. 
marinp insurance companies. This 
provision will be covered by the 
loan arreement. 

procurement of aqricultural

commodities will be undertaken
 

under the Project. 

Inapplicable.
 

Efforts will be made to utilize
 
excess property to the maximum
 
extent possible.
 

Yes.
 

A.I.fl. regulations requiring
 
competition will he applicable 
to the. Loan.
 

Since the loan will finance U.S.
 
foreign exchange costs only,

Syria will provide local currencies
 
needed for the project.
 

http:ill!Ir.L1


owned by the United States are u ti
lized to .ent the cost of contractual 
'Ind Otlt'r srvice~. 

61. 	 Sect i, 10 :ind 31 of 'i, 91-189)
 

(|.FAA __LIJL* Will ;ay part of 

II C 1caln 110 used to fillan1CC 

directly or indirectLy military 
o,: paramlli t-ary operations by the 
U.S. or by foreign forces in or over 
Laos, CambodLia, North Vietnam, South 
Vietnam, or Thailand? 

62. 	 Section 37 of PL 93-189 (FAA of 1973);
 
App. 11i. Will any part of this loan 
be used to aid or assist generally or
 
in the reconstruction of North Vietnam?
 

63. 	 FAA 9 612(d). Does the United States 
own excess foreign currency and, if 

so, what arrangements have been made 
for its release? 

64. 	 FAA 9 620(g). What provision is there 
against use of subject assistance to 
compensate owners for expropriated or 
nationalized property? 

65. 	 FAA § 620(k). If construction of pro-

ductive enterprise, will aggregate
 
value of assistance to be furnished by
 
the United States exceed $100 million?
 

66. 	 FAA P 636(i). Will any loan funds be 

used to finance purchase, long-term 

lease, or exchange of motor vehicle
 
manufactured outside the United States,
 
or any guaranty of such a transaction?
 

67. 	 App. 103. Will any loan funds be 


used to pay pensions, etc., for
 
military personnel?
 

68. 	App. 9 105. If loan is for capital 

project, is there provision for 

A.I.D. approval of all contractors 


and contract terms? 
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No. 

No. 

Discussions are in progress, as 
part 	of an overall settlement of
 
U.S. claims, regarding Syrian
 
currency owned by the U.S. in
 
amounts nearly inexcess to U.S. needs. 
The.scoe of the loan project will 
prohibit use of loan funds for any 
such purpose. 

Not applicable. 

No, procurement is limited 
to the United States.
 

No.
 

Yes. (If this statutory provision
 
is removed from this year's
 
legislation, this section is to
 
be deleted).
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60. A. § _07. 
 I 1 any 1o11 fund:g be No.
 
u!;ed 
 LO p,ty in ass:os iclnt .;?
 

70. 
 App. ,o108. Compliance with regu- The loan aqreement will require
 
lations on cmployment of U.S. and
local personnelt (A.I.UD. compliance with A.I.D. Regulation 7.
(If this statutory provision is
Regulation 7). 
 removed from this year's legislation,
uthis 


section is to be deleted).
 

71. -\pp. § 110. 
 Will any of loan funds No.
 
be used 
to carry out provisions of
 
FAA 209(d)?
 

72. App.§ 112. Will any of 
the funds 
 No. 
appropriated or 
local currencies
 
generated as 
a result of AID assist
ance be used for support of police
 
or prison construction and adminis
tration in South Vietnam or for
 
support of police training of South
 
Vietnamese?
 

73. App. . 113. Describe how the 
 Corgressional notification will
Committee on Appropriations of the 
 be madeconcerning A.I.D. plans to
Senate and House have been or will be 
 commit these loan funds to this
notified concerning the activity, 
 project Activity. 
 (If this statutory
program, project, country, or other 
 provision is removed from this year's
operation to be financed by the Loan. 
 legislatidn this section is to
 
74. be deleted).


App. 601. 
 Will any loan funds be No. 
used for publicity or propaganda
 
purposes within the United States
 
not authorized by Congress?
 

75. App. 9 604. Will any of the funds No.
 
appropriated for this project be
 
used to furnish petroleum fuels pro
duced in the continental United
 
States to Southeast Asia for use by
 
non-U.S. nationals?
 

76. HNA 9 901.b; FAA§ 640C.
(a) Compliance with requirement 
 The loan agreement will so require.

that at least 50 per centum of the
 
gross tonnage of commodities (com
puted separately for dry bulk
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carriers, dry cargo liners, and 
tankers) fi nanced with funds made 
ava[la? iI tnde r this loan shall be 
transiw( ,ecd on privately owned U.S.
flag o :erc al vessels to the 
extet that such vessels are 
available at fair and reasonable 
rates. 




