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REPUBLIC OF LEBANON
URBAN WATER AND WASTEWATER SECTOR NOTE
PUiSLIC EXPENDITURE REVIEW
EXECUTIVE SUMMARY

Since the early 1990s, the Government of Lebanon (GOL) has made significant progress
restoring water and wastewater infrastructure damaged during the civil strife and meeting the
rapidly growing demand for services in urban areas. GOL has also taken some early steps in
addressing water quality problems and pollution, and has made the water sector a priority area.

Water service coverage in Lebanon is high, with 90 percent of municipal households
connected to the public water system. However, service is often of poor quality and unreliable.
Infrastructure is generally old and deteriorated, and the overall system is inefficient, with
unaccounted-for water (UFW) losses around 40 percent — a level that has remained constant over

the last several years.

This Urban Water and Wastewater Sector Note looks at the structure of urban water and
wastewater services and GOL's current and planned investment program. These investments,
approximately US$3.0 billion over the next few years, are expected to address significant
infrastructure needs of the sector, including system expansion in those areas that do not yet have
service, and rehabilitation of the existing system, which suffered not only damage during the
war, but also, perhaps more importantly, significant neglect of basic maintenance.

The main text of this Note addresses more fully the issues facing the sector. In summary,
these issues are as follows:

Although 90 percent of municipal households have access to water services, water quality
and quantity is inadequate. Water supply is intermittent in most urban centers.

Management of the sector and its institutions remains fragmented and uncoordinated.

Operating efficiencies of the water system is low, with limited metering of water use, and
unaccounted-for water in the range of 40 percent.

Annual water tariffs have risen (about 40 percent over 4 years), but from a low base.
Tariffs are not based on rational criteria.

Operating revenues do not cover costs and, in most cases, make up less than 70 percent of
operating costs, even excluding depreciation; collections are only a portion of amounts billed.

Financial management of water service institutions 1s weak, with few management
controls or business plans.
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Investment decisions are not based on sound economic criteria or financial and
environmental analysis, and are ad hoc in practice.

Projected public investments by CDR and MHER of about $3 billion over the next few
years are clearly ambitious and are out of proportion to the govemment's fiscal capacity and
sectoral constraints such as implementation and institutional capabilities. In addition, the
investment program lacks a long-term strategy based on clear economic and environmental
criteria. In view of the projected debt service burden, already inadequate operations revenue,
and low sector efficiency, the investment program is likely to be unsustainable. Moreover, it is
uncertain whether the required external financing to support the investment program is available.

Institutional reforms proposed by GOL would limit MHER to policy, bulk water supply,
strategic planning and regulatory functions, while regional Water and Wastewater Enterprises
(WWEs) would serve as autonomous, commercial entities retailing water services. They would
be financially self-reliant. The institutional reform program, together with systematic efforts to
improve operational efficiency (for instance, through metering) and financial viability (for
instance, through improved billings and collections and the introduction of appropriate tariffs)
would be the building blocks of investment effectiveness and sustainability. In addition to those
reforms, a sector investment program based on long-term priorities needs to be developed.

Recommendations

Given the above issues facing the sector, the Note recommends several key actions to be
taken as part of a program of sector reform. These actions include:

Formulation of a long-term strategy for the sector: The strategy would target the
achievement of realistic goals by the year 2020, including limited system expansion and modest
system rehabilitation, together with an aggressive demand management program.

Preparation of a short-term program in line with the long-term strategy: This would
include steps for achieving self-financing of the sector within a limited period of time.

Define realistic investment program and timeframe for implementation, taking into
account fiscal constraints, availability of funds and implementation capacity.

Acceleration of the pace of institutional reforms: There is urgent need to move quickly
on the institutional reforms already agreed upon in order to rationalize sector management and
reach certain standards of UFW, unit costs, cost recovery, staffing, etc.

Improvement of financial viability through commercialization of WWEs and promotion

of private sector participation: A sequenced strategy of building corporate entities that are self-
financed and commercially oriented must be implemented; private sector participation in
investments and management should be introduced as soon as possible.

Improvement of operational efficiency: With increased coverage and improved services,
metering is crucial. The capital cost of metering could be recovered in a few years through

rationalized and improved fee collection.
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Upgrade of the quality of water information: Performance benchmarks are difficult to
set, achieve, and monitor without basic data and a transparent information system. A concerted
effort to upgrade the database, improve the information system, and disseminate water data is
urgent.

If implemented, these elements would help the GOL to rebuilt the country's fragile
infrastructure, while at the same time ensuring the effectiveness of its investment and
management.



REPUBLIC OF LEBANON
URBAN WATER AND WASTEWATER SECTOR NOTE

PUBLIC EXPENDITURE REVIEW

1. Introduction

1. This Urban Water and Wastewater Sector Note is part of the Public Expenditure Review
requested by the Government of Lebanon (GOL). It examines the water and wastewater sector
in Lebanon, with brief reference to the country’s overall water resources and demand and uses
outside of urban areas. It discusses the structure of water and wastewater services in urban areas
and thé planned investment program of the Council for Development and Reconstruction (CDR)
and of the Ministry of Hydraulic and Electric Resources (MHER). A separate Note on the Public
Expenditure Review of the Agriculture/Irrigation Sector i1s under preparation by MNSRE.
Together, these two documents provide an overview of the water sector in Lebanon.

2. Section II of the Note examines the country’s overall balance between supply and
demand, in particular, vis-a-vis the needs of the urban centers. This section also examines the
coverage and quality of water and wastewater services. Section III briefly describes the
country’s institutional setting and legal framework for water and wastewater service provision.
Section I'V then looks at CDR's and MHER's sector investment program, including an analysis of
the fiscal issues. Major issues facing the sector are discussed in Section V. Recommendations
for further action to address these challenges are also discussed. Finally, the Note contains a
series of Annexes with detailed technical and financial information.

3. While the purpose of the public expenditure review is in general to assess current
government expenditures in the sector — both for sector operations and investments — during the
preparation of this note it was impossible to gather sufficient expenditure data to make that fully
possible. As is noted in detail in Section V — Major Issues and Priorities for Action — there is no
tracking or collection of the most basic data for the sector. Where data does exist, it is usually in
the aggregate, not providing any breakdown by region, by category of expenditure, or by user.
As this has been the case, this review necessarily focuses on available information on proposed
investment, and institutional and managerial aspects of the sector, including recommendations
for improvements in the collection and tracking of data.

Il Water Resources and Use and Sector Coverage
The imbalance between supply and demand will widen by 2020, especially in the dry season...

4. Estimates of the balance between water resources and use are not current, nor are they
precise. One reason for this is because many rainfall- and river-gauging stations were destroyed
or abandoned during years of civil strife, and have yet to re-established. For example, of the six
comprehensive meteorological stations that existed in 1974, only two are operational today (at
the American University of Beirut and the Beirut International Airport). In addition, Lebanon



seems to go through a cycle of wet and dry years, but most detailed records date only to the
1970s — too short a history to make good predictions for the future. Finally, precipitation vartes
widely across the country (by as much as a factor of 10), reflecting wide regional differences.
Countrywide aggregates, therefore, should be seen as indicative estimates rather than precise

projections.

5. Estimated water supply and demand for Lebanon is presented in Table 2.1. As shown in
the Table, there was an overall surplus of water in 1990, but this was due largely to heavy supply
during the winter months. The overall summer demand in 1990 was an estimated 10 percent less
than supply, but this surplus could be the result of statistical errors. The implication is that, at
the start of this decade, L.ebanon was already showing signs of water shortage in the dry months
of the year, despite aggregate statistics showing a modestly comfortable position on an annual

basis.

Table 2.1: Estimated Annual and Dry Season Water Balance
1990 and 2020 (MCM)

1990 2020

DEMAND Annual Dry Season Annual Dry Season

Potable and Municipal 310 155 850 425

Irngation 875 875 1500 1500

Industrial 130 65 240 120
Total Demand 1315 1095 2690 2045
SUPPLY

Surface Water 1900 800 1900 800

Groundwater 800 400 800 400
Total Supply 2700 1200 2700 1200
BALANCE 1385 105. 10 -845

Sources: Ziad Hajjar, “Lebanon Waters and Peace in the Middle East,” Beirut, 1997 (selected chapters translated

and adapted by Nejdet Al Salihi); Ministry of Agriculture (MOAY); World Bank estimates.

6. In contrast with 1990, the estimates for the year 2020 show a near zero annual balance

and a 40 percent deficit during the summer months (generally defined as April through October,
(i) use of about

but this varies somewhat by region).

Key assumptions here are:

260 liters/capita/day (l/c/d) for potable and municipal needs (200 l/c/d plus 30 percent for
unaccounted for water); (i1) about 30 percent of potable and municipal use for industrial use; and
(iti) a projected increase in irrigated land between 1990 and 2020 of about 60,000 hectares,
bringing the total irrigated area to 147,000 ha.! These estimates appear to be realistic. We
should also note that the water deficit will widen if water quality aspects — which further
aggravate demand for water — are taken into account.

7. In short, despite data limitations, countrywide and aggregate data mask important
seasonal variation. The shortages in the dry season, already experienced in the early 1990s, will

! A MOA study places irrigated area in mid-1990s at 117 000 ha. This comes from the addition of
privately irrigated area now not shown in public records.

(1T,



worsen by the early years of the coming century and, certainly by 2020. In addition, this
aggregate data masks critical regional variation. Regional analysis shows significant water

deficits for the Greater Beirut/Mount Lebanon area.’

Expansion and rehabilitation of water and wastewater services and reduction of pollution are
urgent needs...

3. There are around 650,000 subscribers in the urban water sector in Lebanon. Water
service coverage is thought to be at least 90 percent in all the country's main urban areas
(Annex 1). In the major cities, the coverage ratio is nearly universal, but water supplied is of
poor quality and service 1s unreliable. In general, the water supply infrastructure is in disrepair
following years of civil strife. Operation and Maintenance (O&M) has been a major casualty of
the civil strife, leading to poor operational efficiency. Distribution systems have deteriorated,
and around 60 percent of total distribution systems are in need of rehabilitation. Notional
unaccounted-for water (UFW) losses are around 40 percent. Water quality is unsatisfactory and
can be a health hazard — about 80 percent of public water supplies are polluted. Intermittent
services are a common problem, making it difficult to install metering systems, encouraging
wasteful use when water service is available, and increasing chances of contamination (due to
pipes’ running partially full or under low water pressure).

9. Rehabilitation of water service infrastructure is an urgent social need, and an ambitious
program of water supply service improvements has been planned. These improvements include,
inter alia, increasing the supply of water to urban areas, leak reduction programs, and distribution
improvements. However, because of the limits on water resources and the growing demand from
urban areas, these improvements must be accompanied by concerted efforts at water

conservation and efficient utilization.

10. Almost every urban resident has access to wastewater services, either through a private
cesspit or through connection to the piped sewer network. However, organized conveyance and
wastewater treatment remain a serious problem. Municipal solid waste collection and disposal
services are provided by the private sector, but access to solid waste services is largely limited to
Greater Beirut, and is biased against smaller cities and rural areas because of selective financial
support from the central govemment.3 There are no wastewater treatment plants providing
secondary treatment, and only one plant provides primary treatment.* As a result, there are a
large number of sewage outfalls discharging at or near the shoreline along the whole of the
Lebanese coast, and, except for the flow at Ghadir, none of it is treated in any way. Some idea of
the scope of the problem can be gained from the fact that between the Ghadir pretreatment plant
and central Beirut, twelve major discharges enter the sea. Treatment works are planned for all of
the major cities along the coast — Tripoli, Kesrouan area, Beirut (north and south), Saida, and
Sour — but implementation of interim treatment to control sea pollution and clean up the

z Examined in this context were: GIBB-KA-KCIC Joint Venture, “Awali Conveyor Project for Beirut
Water Supply™, April 1997; Dar al-Handasah, Feasibility Study for Water Supply of the Area Between
Daimour River and the Southemn [nternaticnal Boundary”, December 1995; and figures for the Litani
River measured at the Lac de Karaoun supplied by MHER in June 1998.

3 PER Report on the Waste Management Sector, Draft Report, October 1598.

4 The Barcelona Convention requires that discharges from all towns of 100,000 or more should be treated
to secondary standards before discharge to the sea.



shoreline is urgently needed. The pollution load entering the Mediterranean from Lebanon is
small compared to other countries; however, this does not mitigate the need to treat sewage
properly. Once the present random discharges have been brought under control, further planning
can be based on properly recorded data.

III.  The Legal and Institutional Framework

Urban water institutions are fragmented...

11. MHER was established by Law No. 20/66 enacted in March 1966.°> This law, together
with Decree No. 5469 (September 1966) gave MHER and its Administrative Directorates wide
ranging powers of supervision and control of companies working in the water and electricity
sectors. It was this law that established the “administrative tutorship authority” of MHER over
the water authorities. It also grants the MHER Technical Department the power to ensure
permanent supervision over hydrological constructions.

12.  Within this legal framework, the current allocation of responsibilities for urban water and
wastewater is fragmented. MHER has the primary responsibility for master planning, project
planning, and project implementation for water resources and potable water supply, but other
authorities or ministries can share in this task in specific areas. For example, the Litani River
Authority is responsible for the planning, implementation and operation of all water uses in the
Litani River basin, while CDR is responsible for coordinating water projects financed through
development agencies and international financial institutions. There are also some 22 urban
Water Authorities and about 200 local Water Committees responsible for irrigation and/or water
supply operation and maintenance. Water Authorities provide water services in the country’s
principal urban areas, while Water Committees are organized in rural communities to coordinate

water use and to oversee riparian rights and responsibilities.

13. Until recently, the municipal councils were responsible for the day-to-day operation of
wastewater systems. In practice, they depend for investments almost entirely on CDR or several
ministries that, by law or tradition, have acquired some responsibility in the sector. The Ministry
of Municipalities and Rural Affairs is the tutelage ministry of municipalities and, until recently,
also for wastewater items. It works with the Ministry of Public Works and Transport, which is in
charge of municipal sewer design. Recently, these powers were transferred to MHER.
However, the actual construction of sewer networks is sometimes done by the Ministry of
Housing and Cooperatives or MHER. In recent years, CDR has assumed responsibility for
planning, arranging financing, and implementing most wastewater investments across the

regions.

14. In general, MHER or CDR is usually responsible for the planning and implementation of
large civil works programs, while the Water Authorities and Water Committees are responsible
for the operation and maintenance of the water supply systems in their areas. In addition, there

3 As amended by decree No. 3044 dated 235 March 1972. Applicable laws for the water and wastewater
sector include Decree No. 4517 (12 Decemnber 1972), “General Code for Public Organizations” that
governs the actions of Water Authorities (attached as Annex 2). Decree Nos. 9626, 9627, 9628, 9629 and
9630 created five regional WWEs in December 1996, but not yet effective (attached as Annex 3).

o
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are several specialized agencies with local responsibulities, such as the “Grands Projets du Liban”
which sometimes assist municipalities with sewer construction and other capital works.

15. Finally, the Ministry of the Environment (MOE) is responsible for regulating the
environmental impacts of waste disposal, while the Ministry of Public Health (MPH) is
concerned with regulating and monitoring the quality of potable water supplies. The MPH is
also involved with controlling the public health aspects of waste disposal practices.

A framework for institutional reform for better management and coordination is being
approved...

16. To overcome fragmentation of the sector, the Government has recently adopted a
framework for institutional reform. A new draft law to reorganize the water sector was approved
by the Council of Ministers on June 24, 1998, but is not yet enacted by the Parliament (Annex 4).
These reforms would rationalize sector Operations responsibilities. It envisages the restructuring
of the ﬁve regional Water Authorities created in 1996 into Water and Wastewater Enterprises
(WWEs)® to be governed by the country’s commercial law. Although the relevant decrees for
this shift have been adopted, they are not yet effective or operational.

17. Under the proposed sector organization, MHER would retain sector planning, regulatory
and oversight functions, approve tariffs proposed by the WWEs, manage the country’s bulk
water resources, be responsible for setting standards and assuring the quality of water and
wastewater, and collect pollution fines. It would also have important policy functions, such as
outlining the conditions for private sector participation, preparing and issuing property
ownership regulations, and formulating strategies to ensure cost recovery. It also would evaluate
the performance of the WWEs.

18. With implementation of the proposed new law, WWEs would be responsible for the
direct operation, management and maintenance of water, wastewater and in some cases lrrigation
infrastructure, for proposing tariffs to meet cost recovery requirements, and would have the
power to execute projects, identify opportunities for private sector participation, and enter into
financial arrangements. Other duties would include monitoring water, wastewater and drainage
water quality, and submitting annual reports on operations to the MHER.

19. Each WWE would have a Board of Directors of seven members, appointed by the
Council of Ministers upon recommendation of the MHER. The Board of Directors would
function under commercial law. This last provision would effectively give WWEs the ability to
enter into contracts, including loans to finance investments and operations, and to detemune
employment principles (e.g., hiring, firing, etc.) and remuneration levels.

20. In sum, the reforms aimed at strengthening coordination and improving efficiency of
sector management are expected to be sequenced over the next few years as follows:

e Phase 1 is to be compicted with the enactment of the draft law. It includes a review
of legislative and regulatory requirements, preparation of a draft law, the broad design

& Northern Lebanon, Southern Lebanon, Beirut and Mount Lebanon, Northern Bequa and Southern Bequa
drinking, irrigation and wastewater public enterprises.



of the proposed organizational arrangements and, as an interim measure, the
establishment of five WWEs.

» Phase 2 is to include-actions needed for the establishment of regulatory and regional
institutions and the restructuring of the MHER. Action plan for implementation of
the next phase would also be prepared.

» Phase 3 is to support the various WWEs in their start-up and initial operations,
together with corporatization, technical assistance, training, and, if possible, private
sector participation.

There are large gaps in planning and management skills...

21.  The new thrust of entities in the water supply and wastewater sector implies a new
orientation for existing staff and the introduction of new capacities. Currently, there are 2,057
staff positions allocated to the urban water sector. However, only 50 percent of these positions
are filled. Providing an adequate number of qualified staff to work in the sector is a significant
problem, and will become even more serious with the assumption of wastewater activities by the
WWEs.” Top management in the Water Authorities is usually considered to be well-qualified
from an engineering perspective, but lacks finance, economic, and management training.

22.  This level of sector management is also untested with regard to operating both water and
wastewater systems simultaneously. In this regard, additional strengthening measures are
indicated. At the ministerial level, there are significant weaknesses as well, particularly with
regard to medium- to long-range planning (both physical and financial) and implementation.

IV.  Sector Investment Program

Investments have begun with rehabilitation, but now also address expansion needs...

23. Many years of damage from the war, neglect of maintenance, and limited investments in
distribution have left the water and sewerage networks unable to meet current demand levels.
Between the end of the war and 1996, there were almost no substantial water or wastewater
investments. The sector’s first major investments came with the National Emergency
Rehabilitation Program (NERP) in 1994/5, but most investment contracts were awarded in
1996/97 or later. As a result, most of the planned program is still at the early stages. For
example, as of the end of 1997, the ongoing water and wastewater investment programs were
only 58 and 20 percent completed, respectively. Initial works under the NERP necessarily
concentrated on rehabilitation of water systems, and CDR’s program totaled about $210 million.®
Approximately three-quarters of this amount went for water projects, and the remainder for
wastewater. Investments totaling approximately $120 million were completed by MHER during
this period, again concentrated in the water sector.

! Every Water Authority visited in connection with this Note mentioned staff shortages as one of the
biggest constraints to improving day-to-day operations.
8 Of which $64 million (almost 25 percent) was/is funded by the World Bank and European Investment

Bank.
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Box 1: GOL’s Priorities Since 1992

Priorities in Lebanon's water sector program were based on the following criteria:

e Rehabilitation of existing facilities to meet urgent needs.

e Expansion of current installations to cover previously unserved areas and to improve service
levels.

e Study of major water projects to increase available amounts of water to meet the population's
needs in the medium and long term.

« Reorganizing management of water authorities by integrating the current committees and
authorities into five regional authorities responsible for providing water, sewerage and
irrigation services.

The sewerage sector program was designed to achieve the following goals:

» Rehabilitation and expansion of wastewater disposal systems and pumping, lifting, and
treatment plants.

e Establishment of main collection lines and treatment plants for all inhabited coastal areas to
protect Lebanese shores from pollution.

= Protection of water sources in interior areas by building sewerage systems and treatment plants.
Establishment of departments concerned with water source control, identification of pollutants,
and standard setting in order to protect the environment at the national level.

Investment is growing to keep pace with demand, and is planned to reach 33.0 billion in the
next few years...

24. Total current and expected investments of CDR and MHER are summarized in the
following table. The estimates for CDR are for the 1998-99 period. MHER has not yet
established a clear timeframe for implementation of its proposed investment program. So far, a
comprehensive list of investments has been prepared, and indications are that its implementation

could take between 5 and 10 years.

Table 4.1: Investment Program: Water Supply and Wastewater

(US$ Million)
Sub-Sector CDR (98-99) MHER (98--)
Water Supply 441 1400
Wastewater 291 1000
Total 732 2400

Source: CDR and MHER estimates; World Bank data.

25. About 60 percent of the investment program is estimated to be water-related, and
40 percent is for the wastewater sector (Figure 1). Unfortunately, few details are available on
each project, nor are disbursement details given for any year past 1999 (a summary of expected
investments in both sub-sectors for CDR is attached in Annex 5). Even with the limited
information available and no specific time frame established by MHER, 1t is clear that
investment expenditures are rising quickly. For example, CDR's projected disbursements for
water will increase by 112 percent from 1998 to 1999 ($60 to $127 million), while those for



wastewater will rise by an estimated 131 percent over the same two years ($39 to $90 million).
There are no projected disbursements for MHER proposed investments.

Figure 1
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26. The total investment program is projected to be around $3.0 billion over the next few

years (see Figure 2). Given CDR’s and MHER’s concern with meeting current and projected
demand, this trend will most likely continue over the next decade, depending on access to

capital.

The investment program is ambitious, exceeds fiscal constraints, and will impose a significant
debt service burden...

27. The potential for translating plans into investment action remains uncertain. Of the total
investment required, commitments from foreign sources are at present estimated to be only about
$1.3 billion, or about 40 percent of expected investments. Moreover, debt service burdens

resulting from projected investments would be unsustainable.



28. GOL had loan commitments of §714.6 million as of December 31, 1997 for the water and
wastewater sector.” Eighty percent of the total is represented by four donors (EIB, France,
IBRD, and Japan). The average annual debt service on this amount is about three percent, and
the term is about 15 years. If one assumes there is no grace period (in order to simplify the
calculations), then annual debt service is already approximately $60 million per year.

29. Taking only CDR’s investment program, it is clear that it represents a significant fiscal
burden. For example, if 60 percent of CDR's current annual program of $300 million (i.e.,
$180 million) were financed at a 3 percent interest rate, over 15 years with no grace period, then
annual debt service requirements would be in the range of $87 million per year by 2003.'° Based
on current total external debt service for the country at $700 million to $1 billion for this period,
the debt service for this sector would be 8 to 12 percent of total debt service. There is some
"relief” in that many financing partners are extending loans at below-market interest rates, but on
the other hand, this sends inaccurate signals regarding the cost of capital.

Investment decisions are rational in theory, but ad hoc in practice...

30. The financing of water and wastewater investments is approved in a four-step process
and can then be implemented via three entities. First, the investment program of the WWEs
must be approved by its Board of Directors. It must be then approved by MHER (under Law No.
20/66). MHER then asks for Parliament to approve the investment program, and finally
provisions for the investment must be included in the budget prepared by the Ministry of
Finance, which is in turn passed by Parliament. The approved budget does not normally list
specific projects, only lump sums for investment for each ministry. Thus, there may or may not
be a close correlation between the approved MHER investment plan and its approved budget.

31. Implementation of water and wastewater investments can be via three routes: (i) CDR,
for most donor-financed projects; (it) MHER, for projects financed from the budget with little or
no donor assistance; and (iii) the Water Authorities or community organizations, when the

amounts are small and the funding is raised locally.

32. When the budget is insufficient to finance the approved investment plan, investments are
usually prioritized, first according to environmental considerations, then by the amount of donor
~ financing available, and, finally, in line with political considerations. However, in practice,
- investment priorities are often determined on an ad hoc basis.

...they are not backed by economic analysis, nor do they systematically quantify impacts and
benefits ...

33. Investment decisions and allocations are made by CDR and MHER mainly on the basis
of socio-political considerations rather than on economic, financial, and environmental analyses.
The most serious problems with the investment program are that there is no economic analysis,
criteria for prioritization are not clear, and there are no medium-term projections for investment

s CDR, “Progress Report: January 19%8”, page 66.
10 If the average interest rate were six percent, then annual debt service would be over $96 million per year

by 2003.
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needs or for disbursements. Thus, it is difficult to capture the sector’s ability to implement and
maintain these investments and to project its ability to pay for them.

34. There is little analysis of the technical effects of the investment program. For example,
there is little information as to how much of the country’s potable water supply is treated, and
how this situation might change as a result of the investment program. Unaccounted-for water is
not quantified. As for wastewater, it is not possible to project what proportion of the country’s
urban population will switch from cesspit to sewer systems as a result of the wastewater
investment program. Nor is it possible to state how many cubic meters of wastewater are
collected and treated, or how much this amount would increase over the next five years. In sum,
there are few attempts to quantify the impact of investments on people’s access to water services
or on the enhancement of the quantity and quality of the resource. ‘Selection of optimal options
for investment, therefore, remains an ad hoc and informal process.

Investment capacity is eroded by poor operating efficiency...

35. It is futile to pursue such high levels of investment if operating efficiencies are not
improved. For instance, UFW 1is estimated at about 40 percent — a level that has remained
constant over the last several years. Such performance places Lebanon in the category of
unsatisfactory service-providers (see Figure 3) worldwide, and significantly below the
performance levels of the developed world and even some cities in the developing world (e.g.,

Abidjan).

Figure 3

Estimates of UFW (average), worldwide

...and by insufficient and ad-hoc tariff increases, inadequate cost recovery and unsatisfactory
Sfinancial management...

36.  Curently, Decree No. 4517 permits the Board of Directors of each Water Authority to set
water and wastewater tariffs. However, the tariff must then be approved by MHER and the
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Ministry of Finance.'" Where there is no active Board of Directors (this is the situation for 9 of
the existing 22 Water Authorities), then MHER acts as a de facto Board of Directors.

37. Although rates have been increased recently, procedures remain ad hoc and do not meet
rational criteria of ensuring recovery of operating and resource supply costs. Under the proposed
law reorganizing the sector, MHER will form a Tariffs Committee to “propose and justify” water
and wastewater tariffs put forward by the Board of Directors of the five regional Investment
Enterprises. The MHER Tariff Committee shall comprise three members: a representative of
the Minister of MHER, a representative of the Minister of Finance, and a representative from the
private sector. Final approval of tariffs is vested with the Minister of MHER.

38. Tariffs are applied to customers (i) based on the volume of water used as registered by a
meter (mainly applies to industries) or (ii) based on a volume estimated by a gauge. For
customers with meters, there is an annual fee (approximately US$146 for Office des Eaux de
Beirut (OEB) and US$87 for the Office Ein EI Delbeh (OAD)) that includes usage up to a certain
volume of water. Usage above that volume is billed at a per cubic meter rate. For customers
with gauges, a flat rate for the year includes usage up to a certain volume of water, but does not

allow consumption above that amount.

39. Tariffs vary among the water authorities, but in general there is a correlation between
poor services (intermittent supply, uneven water pressure, low water quality) and low tariffs.
Authorities recognize the need for higher tariffs to cover operational costs, and increases in
tariffs are being proposed. According to the management of a few water authorities, approval by
the Ministry has not proved to be a constraint in the recent past.

40. Over time, water tariffs in the 20 cities (Table 4.2) for which there is data have increased
on an average by about 40 percent, from a low annual average of $57.69 in 1995 to $81.15 in
1998. Seven of the 20 water authorities under review have raised tariffs less than 10 percent; 5
of them have raised tariffs from 11 to 25 percent; and 8 of the authorities raised tariffs by more
than 25 percent. These increases are important, however, they have been introduced on a low
base, and significant further increases are still necessary.

Table 4.2: Water Tariffs in 20 Utilities
(average annual charges USS$)

Year 1995 1996 1997 1998
Average tariff 57.69 66.93 72.23 81.15
Range of tariff (lowest to highest) 40 to 68 41 to 83 42 to 99 42t0 119
Sources: MHER, CDR
42. Metering of water use is a prerequisite for designing and implementing an appropriate

tariff structure, yet only 6 percent of total subscribers are metered. Almost none of the Greater
Beirut area’s estimated 300,000 domestic customers is metered. Within Greater Beirut, a
comprehensive program to meter all customers would take approximately six years, and would

1 The Ministry of Finance must take action on a tariff proposal within one month. If it fails to do so
within this period, then the request is considered approved. There is also a provision for a one-time only
15-day extension of the one-month review period if clarification is requested by the Ministry of Finance

(Decree 4517, Chapiter 2, article 29).
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enable OEB - the water utility for Beirut — to identify areas of loss. Provided this identification
resulted in subsequent system rehabilitation, UFW could be cut in half, from 40 percent to
20 percent. The resulting increase in revenues would fully cover the cost of the metering
program. After only five years, the internal rate of return on such a program would be about
40 percent (see Annex 6 for a full description of investment and retums as estimated). In
addition, metering would counter the effects of a widespread flat rate — the promotion of wasteful
water use and increased costs without additional revenues.

43. All indications are that the existing accounting system (and its inability to track or
generate financial information) are reinforcing the inefficiencies and cost-ineffectiveness of the
system. The sector is not currently financial viable (Figure 4). No utilities recover O&M costs,
even excluding depreciation charges. Although the degree to which cost estimates reflect true
costs is not clear, most utilities are in the 50 to 70 percent cost recovery range (Annex 7).

Figure 4

Cost Recovery by Selected Water Authorities (1996)

. 100%
. 80%
60%
a0% |
20%
0% 1

Scurce; MHER, Water Authorities
O&M costs excluding depreciation

44, OEB, which has a reputation as one of the better-managed utilities in Lebanon, collects
about 80 percent of its billings. This reduces cash flow, in turn obligating the deferment of some
expenses. For example, in 1996 only about 15 percent of the power bill was paid.'? (this was
subsequently paid in 1997 and 1998). However, even with the lower cash receipts, in 1996 OEB
still cleared about LB 9 million on a cash basis, illustrating that the availability of cash was only
one determinant of whether or not the power bill would be paid. During 1996, OEB also
invested about LB 3 million, and repaid some of its debt service. These two items reduce the

free cash flow amount.

12 This likely also reflects poor collections, particularly to public agencies or authorities, on the part of
power utilities.

€
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Table 4.3: OEB 1996 Income Statement: Accrual and Cash Basis
(in Lebanese Pounds, Millions)

B Accrual Cash % Cash
Accrual
Revenues
Water sales 34,246 23,228 68
Miscellaneous 2,240 2,006 90
Extraordinary -
Total Revenues - 36,486 25,234 69
Expenses
Salaries, Wages & Benefits 6,637 6,440 97
General & Administrative 1,213 1,213 100
Maintenance 5,894 5,895 100
Electricity 13 251 1,751 13
Consumables 327 326 100
Miscellaneous 4,718 602 13
Total Expenses (excluding depreciation) 32,040 16,227 51
Net Income (Loss) 4,446 9,007

Source: MHER and OEB.

45. The figures for OEB most likely characterize almost every Water Authority in Lf:banon
Thus, the following can be said about the sector generally conceming its finances: -

there is very little up-to-date information available, so there is incomplete mformanon
about the financial situation for the whole sector;

there is no systematic financial auditing by independent auditors, so even #ie few
figures that exist cannot be relied upon and may differ according to the source;s

financial controls and procedures used in the sector do not appear to meet cominercial
standards (including universal metering); '

O&M costs are not covered by operating revenues;
Tariff-setting procedures are ad hoc;
the sector’s financial capacity to assume wastewater operations is questionable; and

the sector’s ability to finance its own capital investments in the short term is doubtful.

V. Major Issues and Priorities for Action s,

46. In sum, the key issues in the provision of urban water and wastewater services age sHown
in Box 4. These operational, inctitutional, and financial issues point to a set of prlontﬂ,refo&ns

within the context of a long-term plan, for the sector.

- .f.m’iv B8
. 't .
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Box 4: Water and Wastewater Management Issues in Lebanon

Resources:

» Shortages of water, especially during the summer season, due to seasonal variability of water
from current sources.

Services:

» Poor water and sewerage network conditions as a result of the civil war, with inadequate O&M,
high losses, and poor water quality.

e Limited water main (bulk) transmission and storage infrastructure, especially in north and south
Greater Beirut.

¢ Pollution and heaith hazards from discharge of untreated wastewater in sewered areas into
seashore outfalls, wadis, and open terrain, and disposal of raw sewage in unsewered areas into
cesspits, deep wells and drainage channels.

Institutions and Finances:

¢ Fragmented responsibilities for water and wastewater, which affect operational efficiency and
impede coordinated planning and prioritization of investments.

¢ Lack of clear and transparent regulatory arrangements.

e Overambitious investment program in the context of weak finances, poor commercial
operations, and inefficient management.

¢ Poor operating efficiency and lack of commercial viability of water authorities and inefficient
billing and collection.

A long-term sector strategy needs to be formulated...

47. A long-term strategy needs to be formulated for sector investments and operations
through 2020. Such a strategy should be implemented in phases, with the first phase covering
activities of immediate priority. Objectives should be agreed upon, and detailed action programs
prepared for their achievement. Sustainability of the reform process being implemented in the
short term is dependent on the sector’s ability to formulate policies that focus primarily on
demand management together with limited expansion of the system. The long-term strategy
could be articulated along the following lines:

+ formulate a sustainable long-term investment program,

e prepare geological and hydrological maps of groundwater sources in order to monitor
aquifers;

e study the potential of developing underground water storage, protecting against
seawater intrusion, controlling water loss by evaporation, constructing waterworks,
~and taking measures to recharge aquifers;

» prepare and implement specific water conservation policies;

fﬁ‘"&
ey
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e prepare short-term targets in tandem with long-term ones, focusing on operational and
financial targets to be achieved by existing operational entities and on an action
program for accomplishing these targets;

e design and implement a sound regulatory framework;
» systematically corporatize WWESs; and

» introduce private sector participation in WWEs (management contracts, concessions,
BOTs, etc.).

48. This approach would ensure that appropnate short-term activities take place within the
framework of long-term sector development, and that short- and long-term activities proceed
concurrently.

...a more modest short-term investment program should be instituted...

49, As of the end of 1997, Lebanon had loan commitments of $714.6 million for the water
and wastewater sector. If the total water and wastewater investment program remains in the
current range of about $0.5 billion per year for the next five years, this, plus current obligations,
would represent a large fiscal burden.

...and urgent financial improvements need to be made...

50. The level of direct budgetary support for water service operations is much too high. If
the goal is to cover O&M costs (including depreciation or debt service) out of revenues — which
is the only way to ensure long-term sustainability of systems — GOL needs to either: (i) reduce
planned investment; and/or (ii} make the various WWEs much more financially self-sufficient.
The latter would have to be achieved through a combination of measures — raising tariffs,
reducing expenses, collecting arrears, and carefully planning sector investment and financing.

Operationally:

(1) MHER should request that up-to-date financial statements for all Water
Authorities be completed and audited by independent auditors. Financial
statements should be available to the Ministry of Finance, CDR, and the public no
later than June 30 for the previous year’s results.

(i1) Water Authorities should start adopting commercial standards of financial
practice, including full collection of revenues and payment of amounts owed.

(in)  GOL needs to track and project the sector’s finances, with the goal of making the
sector self-financing within five years.

Accelerate the pace of institutional reforms...

51. Water and wastewater management is fragmented and poorly coordinated. As a result,
policy planning and implementation is limited to the short-term. Accountability is diffused, with
lines of authority and responsibility not clearly defined at the local and national levels. The long
delays in forming the WWEs and the much-delayed passage of the draft water law are two

examples.
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52. A clear regulatory framework should be implemented. This would allow WWEs to
operate under sound commercial rules, with the greatest possible exposure to the discipline of the
market, while meeting essential economic and social criteria. The regulations should address:

* Physical performance targets: Regulations should set standards for sector operators
in terms of water produced and distributed, level of UFW, staff per 1,000
connections, repair and service time responses, services to the poor, and network

expansion.

* Operational structure and performance of WWEs: Regulations should set standards
for: (a) accounting procedures, including the establishment of accrual and cost
accounting systems; stock control and valuation; asset recording, valuation, and
depreciation; and audit requirements; (b) tariff structures that cover costs and promote
water conservation yet take into consideration consumers’ willingness to pay and the
need to preserve social equity; (c) performance criteria, including working ratio, debt
service level, and contributions to capital investment; and (d) public disclosure
requirements.

¢ In accordance with the decrees creating the five regional WWEs, it is urgent that the
General Manager/Chairman of the Board and members of the Board be appointed for
each of the entities.

* Even before the new sector reform arrangements are definitively in place, and during
the transition period, existing Water Authorities should immediately be exempted
from civil service regulations and allowed to hire personnel as needed.

¢ Each WWE should prepare a formal business plan (Box 5).

» The strategic leadership for the sector has to come from MHER. Thus, MHER must

take control of long-range water resource planning for the entire country and actas a
regulator for the urban Water Authorities.

Improve financial viability through commercialization and private sector participation...

53.  GOL is not yet ready to consider significant private sector participation in the WWEs in
the short terrn due to political and legal constraints. For this reason, focusing on the
corporatization and commercialization of WWEs is the next best way of improving overall
management of services while preparing the ground for increased private sector participation.
Thus:
s A strategic business plan for each WWE 1is needed, together with systematic
introduction of demand analysis to guide development of each WWE’s commercial
operations.

+ Accounting practices similar to those used by private commercial enterprises should
be developed and implemented in each WWE.

e Billing and collection systems should be strengthened to:

=> establish a clear policy for the reduction of arrears (which might consider
different options, including out-sourcing); and
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= develop better billing procedures;

¢ Contracting out billing and collection functions should be considered.

e Private sector participation should be considered in the form of performance
management contracts, leases (affermage), or concessions. Large private sector
participation schemes should be developed as early as possible for one or two
selected cities (Annex 8 provides examples of best practices in private sector
participation). This would be expanded to WWEs after corporatization has begun and
adequate incentives and a regulatory regime have been put in place.

e Tariff reform needs to be part of the corporatization program, and is essential to
attract private participation and investment. In addition, private investor involvement
in the sector would require that the institutional and regulatory framework offer a

sufficient degree of protection against short-term risk.

Box 5: Business Plan — Rationale, Methodology, and Key Elements

Why a Business Plan?
In order to succeed in implementing the reforms it is necessary to prepare a Business Plan for each WWE. A

' Business Plan would consist of: (i) operating functions; (ii) objectives to be met; (iii) means to achieve the
objectives; (iv} controls to be set up regarding operating and investinent activities; and (v) economic and
financial performance indicators.

How is a Business Plan prepared?

In the first stage, a summary of the current situation of each existing water authority should be prepared. This
summary will encompass all areas of activity: technical, commercial, administrative and financial, human
resources and legal. In the second stage, a projection, for a period to be defined, should be prepared. The
projection will be the framework that the WWE will have to abide by over the following years. A timeframe
of 5 years appears reasonable, although in certain areas (long-term investments) it will prove useful to make
longer projections. This would require some doecuments (e.g. financial statements) to be prepared for a longer
period of time. This is generally addressed by preparing detailed projections for the initial period and
summarized projections for the long term.

Main Components of the Business Plan
The plan would encompass the main following topics:
e Conditicns on which the plan is being set up and its objectives, stressing the iterative process of the
exercise and its use as a management tool.
+« The current situation of the WWE:s, in particular:
e  Their current position in terms of other sector participants and stakeholders (customers, Ministry and
State agencies, staff, other suppliers of water ); and
s Every aspect of operating activity — technical (including the quality of the water supplied),
commercial (including tariffs), financial and administrative, human resources - taking into account
investment (currently controlled by MHER).
e The strategic framework in which the activities of the WWE will be carried out.
¢ The main operational and institutional objectives: (i} coverage targets (quantity and quality);
(ii) geographic coverage, including degree of priority; (iii) the phase-in of actions agreed upon and the
available resources (financial and human); and (iv) communications and lines of authority between the
tutelage ministries and the new enterprise.
o Staff (conditions of pay, skills, etc.)
+ Participation of the private sector
e Information systems adequacy and implementation (billing and collection sector and internal financial

reporting are two key matters)
e Participation of end-users in some aspects of the operations (survey on quality of service, tariff changes)
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Improve operational efficiency through water conservation and metering...

54. Metering becomes increasingly important as water services are expanded in order to
design and implement appropriate water and sewerage tariffs. In Lebanon, full metering will
require around 8-10 years, during which period other improvements, including expansion of the
water service network, should also be completed. Metering should be perceived as an essential
part of a demand management strategy, which would, if successful, reduce wastewater volumes,

sewerage operating costs, and water pollution.

55. Metering should be considered as an integral part of a program to reduce UFW. Such a
program would also include:

¢ identification and isolation of waste districts;

« rehabilitation of all defective segments of the distribution system;

e |eak detection (contracted out to specialized private-companies);

o replacement of all leaking service connections and repair of leaks on distribution
mains;

s detection of illegal connections;

+ mapping and upgrading of the network;

s installation of bulk meter and pressure control devices;

¢ implementation of a demand management program,;

¢ establishment of an efficient system for cannection, billing and collection; and

s preventive maintenance programs.

56.  In addition to metering, a systematic program of public information and communication
should be launched to stimulate widespread interest in and support for water conservation.

And, finally, upgrade the quality of water information...

57. The generation, management and dissemination of basic data is a serious problem in the
sector. Basic facts conceming investment programs — kms of pipe, size of storage facilities,
number of people affected, etc. — are not easily available. The GOL does not have information
on how many cubic meters of water and wastewater are treated every year in the country or to
what standard, or how many cubic meters are actually consumed. There is no accurate basis for
estimating UFW, or for determining what percentage of UFW results from technical losses and
what percentage from commercial losses. [t is unclear how many wells are used for water
production or the degree of their exploitation. Very little customer surveying has been

completed.

58. There are at least three serious consequences of the lack of information. First, policy
makers are obligated to make decisions without the benefit of necessary parameters. For
example, basic consumer attitudes about the level and quality of service and tariff levels are
unknown. It is also impossible to estimate income and price elasticities. Ignorance about either
of these could lead to an inadvertent worsening of the financial situation through tariff setting

LS
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that encourages customers to seek out independent supplies — leaving the water authority with a
shrinking customer base.

59. Second, without the benefit of a comprehensive data base on the sector it is very difficult
for policy makers to coordinate and sequence major investments. For example, it appears that
the Nahr el-Kalb, Awali and Bisn projects should all be completed over the short tem. However,
it is impossible to determine the most cost-efficient sequencing without an accurate financial
picture for OEB and OAD, or without knowing the sector’s long-term supply options, in
particular, groundwater sources in the greater Beirut area.

60. Finally, without detailed and comprehensive data about the sector, it is much more
difficult and time consuming to raise donor financing. Donors interested in long-term support to
the sector often feel more comfortable when there is a shared vision and strategy. Developing
this mutual confidence and a targeting of the important issues is a prerequisite for identifying a
project pipeline. Without a good overall sector context for their operations, donors are likely to
participate only on an ad-hoc basis, particularly at early stages, and delay large investments until
basic information 1s available. Lebanon needs to:

¢ Invest the time and resources to build up a basic database of the sector. The
compilation and maintenance of this database should be done in one place, but there
should be free access to the data for all that need the information.

« Invest in rebuilding the country’s hydrologic information system infrastructure. This
would include re-establishing a comprehensive network of river gauging and
snowpack measuring stations, plus strategically placed meteorological stations.

o Initiate and fund research programs to deepen knowledge about the sector and also
develop predictive models.

61.  As arule of thumb, from one to three percent of a sector’s investment program should be
allocated to basic data gathering, maintenance of data banks and research. An imtial list of
priority activities that should be addressed is included in Annex 9.

VI. Conclusion

62. Lebanon, with a capable workforce, a donor community eager to provide assistance, and,
most important, comparatively rich water resources in the short- and medium-term in a region
characterized by water scarcity, has a unique opportunity to dramatically improve the quality,
quantity and management of its water and wastewater services. In reaching this objective, it
faces the twin challenges of (i) simultaneously rehabilitating and expanding infrastructure in a
rational, planned and financeable way and (ii) improving — technically, financially and
managerially — existing operations. Successful implementation of the recommendations made in
this report would result not only in better services, but in an overall sector context of a sound
investrnent program, autonomous regional management, corporatization and private sector
participation, equitable tariffs, and rational water use — in short, a model of sector management

and operations.



Annex 1: Water Coverage in Main Areas

The Urban Centers Covered in the Note. Given the scarcity of information about the
sector, this note limits its examination and discussion to the 12 largest cities in the
country. However, these cities comprise about 2.5 million people, or about 70 percent of
the country’s urban population. Thus, using these cities in our sample will most likely be
indicative of the entire sector’s status and trends. A summary of the cities covered is

shown in Table 1.

Table 1. Characteristics of Cities Included in the Review

City Population Name of Coverage Ratio Annual Water

Name Water Authority Water Sewer Demand {MCM)
Greater Beirut 1,300,000 Beirut & Ain el Delbe 90% 80% 178.00
Tripoli El Mina & Suburbs 487,000 Tripoli W.A 90% 80% 66.6
Zahle & Suburbs 86,000 Zahie W.A 90% 40% 11.78
Saida & Suburbs 167,000 Saida W.A 0% 30% 22.87
Zgharta 35,000 Nabaa El Kadi W.A 90% 80% 4.79
Sour & Suburbs 102,000 Sour W.A 90% 60% 13.97
Nabatiya 42,000 Nabaa El Tasse W.A 90% 60% 3.75
Baalbeck & Suburbs 99,255 Baalbeck E! Hermel W.A 0% 50% 13.59
Bcharre 35,000 Bcharre W.A 90% 60% 4.79
Jeil 24,000 Jbeil W.A 90%- . 16% 3.29
Jounie & Surrounding 117,000 Kessrouane W.A 0% 80 16.02
Chhime 24,600 Barouk W.A 90% 50% 3.29

Source: CDR, 1998.

Water demand in Table 1 is equal to 375 l/c/d, which is consistent with estimates that
have been developed by the World Bank and consultants for Beirut over the last two
years. The estimated breakdown of the total demand is as shown in Table 2.

Table 2 Components of Total Demand

Demand Component Liters/Capita/Day
Domestic Demand 140
Non-Domestic Demand

-as a percent of domestic demand 35%

-le/d 49
Unaccounted For Water

-as a percent of total demand 50%

-Ve/d 186
Total Demand 375
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ANNEX 2:

DECREE 4517
LE REGLEMENT GENERAL DES INSTITUTIONS PUBLIQUES
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REPUBLIQUE LIBANAISE

DECRET NO 4517
(Traduction non 6fTicielle)

LEREGLEMENT GENERAL DES
INSTITUTIONS PUBLIQUES

Le Président de ta Reépubligue,

Vu la conxtitution,

Vu le projet de Loi mis en application par
Décret n 3275 en date du 31 Mai 1972 retaut
3 fa erdation d'otfices autonomes pour les eaux
potahles, A leur réglementation et 3 U'établis-
sement d'un réglement général dex Institutions
Publigues et dex Otfices autonomes,

Le conseil de la Fonction Publigue entendu,
apres consultation du Conseil dEL

Arrét n® 71 et dite du [2/12/72,

Sus proposition du Président du Couseil dex
Minisires,

Et apees approbation du Conseil des Ministres
e sa séance tertue en date du 2/1 /1972

décrete ce gui suit:
TITREPREMIER

DISPOSITIONS GENERALES

Article premier: Sont assujetties i ce Décret,
tex Institstions Publiyues élabliex ot celles yui
serunt crédes aprés la date de xa mise en appli-
cation, y inclus lex persounes de deoit public
autonomes vis-3-vis de FEtat et des municipali-

tes.

Article 2 Somt  cansidérées  comme
instilutions  Publiques, en vertu des disposi-
tions de ce Décret, les Institulions Publigues
en charge d'un Service Public et disposant de
la personnalité marale et de avtonomie fnaa-
cizre el administrative.

Article 3  La création des [nstitulioons

Publiques, leur fusion et leur dissolution se
tont par Décret pris en Conseil des Ministzex,
Le texte portant création de lnstitution
Publiyue comprend la spécitication de son
genre,  son but, sa mission, soa sicge, son
champ daction; «f les moysns techuiques, ad-

Riinisteatits - et financiers qui lui sont nécessai-
fex; comune il comprend son rattachement, se-
lon lo nuture de ses trovaux, 2 un des
Mimasteres yui exerce sur elle fa tutelle admi-
nisgative; et daus ce but, le Ministére qui
excree le pouvoir de tulelle nomme un coni-
missairs du Gouverntement pees de Ilastitation
Publiyue,

ADMINISTRATIQON DES INSTITUTIQNS

Py S

Article 4: Sont chargées de ladministration
des institutions publiques:

- une auterité de décisivn constifuée d'un
Conscil I’ Admirnisteation

- une autorité exceculive presidée  par um
Directeur Général vu un direcicur.

HAPIT REMIER

L'AUTORITE DE DECISION

Article 3: 1- Le Conseil d’Administration est
compand  de trois I sepl membres ¥ compris le
President et le vice- Préxident (sl exixte).

2- Le Conseil d'Administration est nommé par
Deécret pris en Consetl des Ministres sur pro-
position de F'Autorité de nutelie, apres consul-
wtion due Conscil de la Fonction Publique en
cz qui cuncerne lex fonctionniires ¢t ies em-
ployds axsyjetits it xon antorid,

3. Les conditions suivantes doivent étre rem-
pliex par le Preésident ct par chacun des mem-
bres:

- Etre Hibanaix depeis 1) ans au moins.

b- Avoitun lige de 23 ans accomplis el n'exce-
dent pus les 64,

¢-Elre  exempt de maladies et de tarex qui
Fempecheraient de remplir sun office, et de-
vand d et effel, exhiber un cegtificat de
Commussion Médicale Otficielle,

d-Eire =n possession  de ses divits civigues <t
ne pas avoir €té condamné pour un erime ou
unc lentative de crime de n'importe quel gen e,
ou pour yo délit intamant ou de tentative de
délit infamant prévu par les dispositions de




Pasticle 4 (zlinda E) du décret-ivi NY 72 cn
date du 12/6/195%.

e~ Ne pas aveir €t radié vu licencié d'un puste
ou d'un emplei dans une des Adminisirations
Publiques, des Institutions Publiques o dex
municipalités, ¢en vertu d'une décision prise par
un des Conseils de Discipline; et ne pas avoir
eie mis A |2 retraite, Ou avoir €€ sujet d une
mise de fin de servicex en vertu dex disposi-
tans de l'article 2 dela Loi No 49/65 en date
du 6/9/1965 et dex dispositions dexs articles 2 2
X ctde l'alinéa premier de larticle 12 de la Loi
No 54/65 en date du 2/10/19635,

I- Ne pas avoir personnellement, nipur I'in-
termeédiaire de xes parents jusqu'au quatrieme
degre, un inwgrét personnel direct ou indirect
dans awcun des travaux de ['lnxtitution

Puhlique.

g- Etre tituluire dune licence universitaire re-
connue, ou posséder une expérience pratique
dans le domaine refatif A la compéteuce de
I'lnxtitution Publique.

f- Le Prestdeat et guelques membres du
Canscil! ' Administration peuvent ctre choisis
parmi tes fonctionnaires des trois premieres
catégories dex Administrations Publiques ou
parmi  lex catégorics  dyuivalentes  dex

Institutions Publiques <t des municipalites,

Article 6: Le President et lex membges du
Consell d Administration son! nomumés pour un

rmandat de trois ans renouvelable.

- Deux muois au moinx avant ia fin du mandat
du Conscil dAdministration, Uautoritie de tu-
telle présentera au Comscil des Ministres une
propusition de compusition dun  pouveau
Conxeil d'Administration.

« Le Conseil d'Administrition en titre continue
d'exercer xex fonctions jusgu'd la pomination
du nouveou Conseil.

- Nul ne peut étre nommé Président oy mem-
bre du Conseil d'Administration dans plus
d'une [astitution Publiyue.

Articie 7:  I- Le President et lex membrex du
Conscil d"Administration ne reguivent pour
leur travaux aucun traitement ni indemnité
quels qu'ils sotent, si co n'sit une indemnité de
présence dont le montant sera fixe par Décret
pris en Conseil  des Ministres sur proposition

de 'Autorite de tutelfe et apeex consultation du
Cunseil de ta Fonction Publigue.

2- LUindenuiité de présence, prévue i Falinéa
premier de cet article comprend les frais de
transport, et lindemnité de déplacement ef lex
travaux  supplémentaires nécessaires puur
lexcculion de leurs wavaux. Hors cela, ils
ront droit & aucune autre indemnité yuelle
qu'clle soit; comme sont appligues aux mem-
bres fonctivnnaires et aux employes lex textes
relatity A Tétablissement du plafond des in-
demnités pergues daus [ex Administrations
Publiques.

3- 11 est possible de donner au Présidens du
Conseil d Administration, en sus de U'indemaits
mentionnge a ['alinca précedent, une indemnité
de représentation et une indemnité de motori-
sation, gui serant lixées par Déeret pris en
Conseil des Ministres sur propusition de 'au-
writé de tutelle et apres consultation du
Consell de Ia Fonction Publique, & condition
gu'efle ne dépasse pas en aucun des cas le taux
de lindemnité de représentation <t 'indemunité
de motodsation accordées aux funclionnaires
de la premidre catégurie dex Administrations
Publiques,

4- Le Président du Conseil d'Administration
nommeé  parmi les  fonctionnaires  dex
Admjnistrations Publiques ou les employes des
Institutions Publiques ct des muanicipalités n'a
pas [e droit de pereevoir une indemnité de re-
preseniation ou vue indemnité de déplacement
s percevait de telle indemniids en vertu de s
fonction d'origine.

Article 8: Le Guuvernement a la taculte€ de
decider du principe du plcin temps pour e
Conseil  d'Administration  ou pour  soa
Président. Le principe du plein temps et ses
conditivns sont  deéterminés par Décret pris en
Conseil des Ministres.

Article 9: |- Le Président du Conseil
d’Admiristration est en charge de:

- etablir I'nrdre du jour dex séances du Conxetl,
y convoyuer, les présider oty diriger les dis-
cussions,

- dépuser auprés de lautorité exécutive de
I'Institution _Publigue des décisions du Consetl
d’Administralion pour execution,

- exercer lex précogatives dont Te Conseil
d'Administration Yinvestit,

- surveiller Pexécution des décisious du
Conxeil dAdministration



- représenter 'Institution Publique devant fa

justive.

2. Lz Président doit soumettre au Consetl
dAdministration les formalités relevant de la
compétence du Cuonseil, et ce, durant un délai
de trois semaines & partic de la dite de laré-
ception de ces formalites.

3. En cas d'absence du Président uu de vacan-
cex de son poste, le vice-président, il existe,
fait office de Président el exerce toutes ses
prérogatives, sinon c'est au plus dgé des mem-
hres de le Faire.

icle 10: a- Le Conxeil d'Administration st
chargé de veiller 3 l'exécution de la palitique
de I'lnstitution Publique, de diriger son activité
et de prendre de fagon générale, et dans le ca-
dre des Lols et reglements, les décisions ne-
cexsaires pour laccomplissement du Service
pour leyuel & €t ¢réde Finstitution Publique et
pour assurer le bon fonctionnement de ses lri-
VauX,

Le Conseil d'Administration zatérine de fagon
plus particulicre, et sans yue cetle énemeration
e soit limitative:

I- Le statut des employés, le cadre de otfice,
lex conditions de nomination et P'échelle dex
catégories dex grades et des traitements, le sta-
tut des salarics et le reglement intéricur,

2- Le reglement financier, le plan comptable,
le reglement dexpluitativg sous condition gu'il
prévuit les régles dexploaitation et fa manidre
de dresser lex contraveations et fixer les
arnendes et lex penalites .

3- Les programmes d'action.

4- Le budget annuel, l'arrété des compies, L
balance génénle annuelle, le compte des
Pertex et Proflts, la balance générale dex
comptes, l'inventaire global annuel du maté-
Ticl,

3- L'utilisation de la réserve géncrale, la dé-
termination du mode d'emploi des profin et du
mude de couverture des pertes.

G- Les demandes d'avance du Trésor.

7- Les prets et les emprunts.

K- Les tarifs et lex prix d'achat et de vente et ta
vateur des services rendue par Minstitution.

Y- Lo transactions portant sur les fournitures
et les travaux ef les services etfectudeas soit par
voie dadjudication vu dappel d'offres ou de
gré & gee quand leur valeur dépasse 204K
Livres libanaises, de méme lex uaccords i

Famiable vu larbitruge concernant des proces
ou dex difterends yuand le montanat, objet do
bitige, depasse 23000 livres libanaises,

10- L'accord des participations <t d'aides fi-
nancigrex & d'autres que les employés ct les sa-
lariés de Flnstitution.

[1- L'acceptation dex dons et dex donativons,

12- L'appropriation des biens meubles et im-

meubles.
13- Ester devant Lt justice,

b- Le Conxeil d'Administration se reunit au
siege central de l'inxtitution Publique sur con-
vocation de son Président deux tuis au moins
par an et au hesoin et en ¢cas de demande de ls
moilié des membres. Les séances sont prési-
dees par son President, et en cas d'absence, par
le vice-peesident, s'il existe, sinon par le mem-
bre le plus dgé.

Exceptivnnellement, en cax d'urgence, le con-
seil peyt se réunir duns un des sieges xecondai-
rex de I'lastitution Publigue.

¢- Un proces verbal scra clabli pour toute
seance tenve par le Conseil d' Administration,
ol seront consignés les noms des membres
présents, 'ordee du jour de la séance, lex dis-
cussions du Conseil et les décisions prives.
Comme seronf potds, les avis exprimes  par
chaque membre,

E! en cax d'une décisiun prise & la majorite, les
membres opposants ant la fuculté de noter
dons le proves-verbal leur avis avec justitica-

tion.

Article 11: 1-Le Gouvernement peut, en tout
lemps, metire fin sux services du Prexident et
des membres du Conseil d’'Administration par
Decret pris en Conseil dex Ministres sur pro-
pusiting de PAutorité de Tutelle.

Sera dgalement mis fin aux services du
President el des membres  du Conseil
d'Administration dans tex deux ciw sujvianis:




a- Sile Préxtdent uu le membre ne remptit plux
une dex cenditivns prévues puul 83 avmina-
tivn, et ce, aprea comsultation du Conszil de [0

Funciion Publique.

h- En ¢ux de démission de [a persanne conger-

néec.

Article 12 : Lz Président et lex membres du
Cunseil d'Administration ne peuvent aveic au-
cun interct persanfiel direct ou indirect dans
les tramsactions effectudes par Ulnstitution
Publique vy par les Institations avee lesquatlas

il traite,

CHAPITRE 2

Article 13:1- L'autorité exécutive, dans
Vlnstitutivn  Publique, est présidée par un
Directour Geéndral aidé par des services admi-
aiswatity, techaiques of Ninanciers.

2- Le Directeur Geéndral ou le direcicur ext
nomunée  par Décret pris en conseil des

Ministres sur proposition de I'Autorite de tu-
tefle, aprés coasultation du Comxeil de In
Fuonctivn Publiyue. [l peut etre nomme par
coutrat d'unc durde de trois ans soumise 3 re-
nouvellzment ou i provogation, 3 condition
yue ses Uanltements ot indemnités soieai stipu-
125 dans e contrat ef Yue ce dernier acquiert <a
turce exgeutive par Dearet pris en Conseil des

Ninistres.

3-Le Directeur Gencral vu le Directeur de
Plnstitution Publique doit;

a- Etre libanais depuis [4 ans au moins,
b- Avoir un dge de 23 208 accamplis.

¢- Etre exempt de maladies el de tates qui
Fempeécheraiznt de remplir soun office, et il
duit, A cot etfet, produire un ceiticat de ia
Commission Medicale Officiclle.

d- Etre en possession de ses drodi civigues et
ne pas avoir €€ condamneé pour un rime vu
unc tentitive de crime de n'importe quel genre,
wu pour un delit infamant ou pour une tenta-
tive de délit infamant prevu par les disposi-
tians de larucle 4 (alinéa E) du décret-loi No
[12 en date du 12/6/ 439

c- Nepav avoir é1e radie v liceneié d'en poste
vu dun zmploi dans vne dex Administrations
Publiyues vy Zex Institutions Publiyues ou des
municipalit2s en vertu d'une décision dun des
Caaseils de Disciplines. Et qu'il naitpas ée
mis A {2 retrnite vu quion At mix fTn 3 ses ser-
vices el venu de lanticle 2 d= la Loi Mo 4v/63
et date du 67U LYGS =t de=x dispositions des ac-
ticles 23X et dz lalinéz premier de Uarticle $2
de fa Lot Nu 34/63 en date 2/L0/LU63.

t- Ere litylaire d'unc licence universitaire re-
connue.

g- Danx le cax od il est tonctionnaire dans les
Adminisirations Publiyuex, il devrait tre tonc-
tivnnaire dz deuxidme catéguric pu muins vu
son dyuivalent dans lex [nstitutions Publiques
et les municipalités. Sile poste A pourvair ext
cetui de Directeur Gencral, <t tuncrioonaire de
traisidme catégurie au moiny ou de xan dquiva-
lent dans les Institutious Publiques et e muni-
cipalites, si le poste 3 puuvair est celui de di-
recteur .

Sont exemptés des conditions de I'igectdela
licence, fe Directeur Genéral vu e directeur
aommeés =it veriu des  dispositions de cet ali-

nea.

d4- Les fonctivonaires  des Administrations
Publiques mis hoes eadre, en vue de les ratia-
cher 4 une [nstitution Pubiigue, n'ont pasle
droit de percevoir, 3 2 fin de leum services
dans Ulestitution Publique, aucuue indemnite
de licencizment du budyet de I'lnstitution con-
cernant 13 durse dz leur exercice.

Article 14: Lex directeurs ge€néraux et les di-
rectzurs dex [nstitutions Publiques sont nom-
mes au dernier €chelon de 'échelle des traite-
ments. Ac cas ol {ls sont fonctivnnaires dans
les  Administrutions Publigues vu employes
dans les Institutions Publiques ou les munici-
palités. s sont nemmes ad dernjer échelon de
la categorie ct si leur traitement ot inféricur
ay traiterment de ce grade <t au grade dont fe
traitement ext éguivalent i leur traitement et si
leue traitement depaxse celui du dernier sche-
lon. [ls conservent dans ce caxle droit dan-
cicnncté yul leur permet de munter en grade.

Et ¢n cax d'zhsence de grade éguivalent i leur
trafterment, il sont nommes au grade le plus
proche 3 condition gue la date de mérite ds
leur promotion s0it avaacde pu retardéc au



procata de ce qui affecte leur traitement
comme Augmentation ou diminution.

Les dispositions de cet article ne s'appliguent
pax aux directeurs généraux ni aux direcleurs
nummeEs par contrat.

jcle 15:  Somt accordées aux direcleurs
genéraux  des Institutions Publigues soumis
aux dispusitions de ce Décret, les indemnites
de représentation el de deéplacement preévues
pour les directeuns généraux  dans lex
Administrations Publiques.

Est accordée au Directeur Geéndral ou ag direc-
teur qui remplit fex conditivns stipuldes dons
l'article 22 du Décret -Loi No 112 en date du
6/12/5% une indemuité particuliere identique &
l'indemnité tixée dans cel article,

Article [6: Les directeurs géneraux et les di-
recteurs des [nstitutions Publiques soumis aux
dispositions de ce Décret, font partic d'un
curps  unigue, et, en cette gualitd, lautarité qui
fes nomme peut les muter d'une Institution
Publique i une autre Institution Publique.

Article 17:  Sous réserve des dispositions de
ce Décret, les directeurs géndraux et les direc-
teurs des Institutions Publiques sont soumis
aux dispositions du statut du persounnel,

Le President du Conseil d Administration
cxerce vis-d-vis du Directeur Général ou du
Direcieur de Ilnstitution Publiyue les préroga-
ives accordées au Directeur Général ou ay di-
recteur vis-d-vix de  wus les employés de
Flnstitution Publiyue.

Articte 18: Le Dirccteur Géndral ou le direc-

teur ext défere devant le Consell Genéral de
Discipline par yn Décret pris par I'autorité gui
3 te droit de le nommer.

It est également deféré par décision de l'organe
d'Inspection Centrale et tls est soumis aux dis-
pusilions relatives 3 la dixcipline appliquée aux
functivnnaires permanents des Administrations
Publiques,

Article 19: Le Directeur Gendral ou e

Dirccteur de 'lpstitution Publique ext dans le
cadre des Lois ct réglements, le chet hiérar-
chique de toutes lex unités dépendants de
Ilastitution Publique et de tout le personnel et
il exerce en cette qualité, les prérogatives

exeredex par e Directeur Général en vertu du
décret-loi No  [12 en date du [2/6/59, et il ext
en charge plus panticulicrement de :nummer :

-les employes, & l'exeeption du questeur, apres
lapprobation des candidatures pur le Conseil
de Ia Function Publigue conturmément aux
conditions requises. La nomination n'est ettec-
tive qu'aprés avoir €ié entérinde par I'Autorité
de Tutclie.

-tous les salaries

- Exécuter lex décisions du  Conseil
d'Administration et administrer les atfaires de
FInstitution Publique.

- Coordonner les travaux entre lex ditférentes
unités dexdeution, lex employés et tous les su-
laries de Institution Publique, et surveiller la
marche du travail.

- Veiller & la sauvegarde et au bon usage dex
avoirs, du matériel et des appareillages appar-
tenant & {'lastiwtion Publique.

- Présenter dex propoxitions et des dudes el
melire au point dex projets < préparer dex do-
cuments relatifs 3 tous lex sujels entrant dans
la competence du Coaseil d' Administration.

Le Directeur Général vu le Directeur doit pre-
senter au Conseil d'Administration un rapport
périndique chaque trois mois et un rappuort an-
nuel exposant lex ravaux effectués et ceux
non effectuds, et les difficultés rencantrées
dans P'exploitation et soa évolution, ainsi que
I'"état de U'institution Publique sur le plan admi-
nistratit, financier, et techniyue; lex résultats
de lannce tinanciere écuulée et lex program-
mes prépares pour le futur comme tout autre
sujet qu'il juge utile d'etudier,

Le President du Conseil notitte ce rapport avec
lex observations du Cuonxeil 3 FAutorité de tu-
telle et au Ministere des Finances et au
Ministére du Plan Geénéral et 3 1a Commission
de Contréle annucl des [nstitutions Publigues
et i Ulnspection Centrale,

Le Directeur Général ou le directeur peut dé-
léguer une partic de séx prérugatives aux chels
des unilés qui dépendent directement de [ui, 3
l'exception  dex compétences yui lui délegue le
Conseil d' Administration.

Articfe 20: Le Dirccteur Geéndral pu le
Directeur participe 2 titre conxultatif aux séan-

o |

i
i




cey du Conseil dAdministeation ot a'assiste pas
ayx séances du Conseil dons le eay ob e
Conseil débal dune abfuire yui lc concernc
personnellement.

Son assistapnce 1 ces sfancex exl cunsideérde
cormme faizant partic essentielle de sa fonc-
tion, et cette participation ne [ul donne pas
drait 3 uae indemuitd ay cas of les scances
sont lenues durant lhoraire officiel de travail.

Au cas ol ces séances sont lenues en dehors
de ['horaire officie! de travail, il peut percevoir
une indemnité de présence dont le montant est
fixé pac Décret pris en Couseil des Ministres
apréx consultation du Counseil de la Fonction
Publique. Celie indemuitd ext sourmise aux
dispositions de l'alinda 2 de Panticle 7dece
Decrel

[(TRE TROISIEME
L'AUTORITE DE TUTELLE

DMINIST v

PITRE PREMIER :

'EX DE L'AUTORITE D
TUTELLE

Article 21: Le Ministre conceraé exerce
FAutorite de ttzlle sur toutes les Institutions
Puhliyuex dépendantes de son Ministére, sefon
les dispositivns du présent Ddcret et des autres
dispositions relatives 3 1a tutelle et ecla par
voie des directives et des recommandations
dany teut ce qui revel yn caractere de principe.

Article 22: a- Sont soumises 3 "approbation
de I"Autorite de tutelle les décisions du Lonseil
STMon refattves auyx, sujels suivaats:

1- Le statut dex employds, (e statut des sala-
riés, le réglement intédeur .

Le projet de siatut des employey ef ses amen-
dements doivent étre soumis au Conseil de la
Fonction Publique pour obtenir son approbi-
tion préalable avant d'étre ratifie par le Conseil
d'Administration.

Ce ztatut doit prévoir que 2 nomination dex
Jurys dexamen et dex commuissions de contrdle
revient au Préxident du Conxell de n Fouction
Publique et gue, les listes de candidals accep-
tes pour participer aux concours el aux exa-
fnens falent éle soumises i aucune voie de re-

cours y compriy lex demandes d'aanulation
puur abus de pouvopir,

2. Le reglement financier, e plan comptable,
etle reglement d'exploitation,

3- Les programmes duction.

4- Le budyget annuel, 'arrété des comptex, [a
balance générale annuclle, le compte des
Pertes et Profits le bilan général des compies,
I'inventaire global annue] du matériel,

3- L'utilisation de la Réserve générale, la dé-
termination du mode d'emplod des profits et du
mode de couverture des pertes,

G- Les demandes d'avonees du Trésor.
7- Les préts et fes emprunts,

B- Les tarits, les prix de vente et d'achat, <t Ja
valeur des services rendue par [fastiwtion
Publique.

Y- Lex transactions portant sur e matéried, les
travaux et les scrvices, gu'clles soient opérées
par voie dadjudication ou dappel d'otfres
quand leur montint dépisse L0000 Livees li-
banaises et les trapsactions etfectudes de gre a
gré quand [eur montant dépasse 50.000 Livies
lihanaisex. De méme les accords 3 lamiable ou
Farbitrage des proces ot des ditferents quand le
muntant abjet de litige dépasse 230K Livres
libanaisex.

L0 L'aceord des participations et d'aidex -
nancicres i dusires quiaux employes et sala-
rids de Finstitution,

11- L'acceplation des dons et donations.

12+ Les autres decisions que, par Décret pris
en Canseil dex Ministres, le Gouvernement as-
sujettit 2 Uapprobation de PAutorité de tutelle,

b- Lex cadres des Institutions Publiques et (e
conditions  de  nomination dex employés ot
I'echelle de leurs catégories, grades et lraile-
ments y compris ceux du Birecteur Genéral de
I'Institution.Publique qui seront détermings par
Décret pris’ en Conseil dex Ministres sur pro-
pusition du Ministre de a Tutelle apres con-
sultstion du Conxcil de ki Fonction Publiyue.
Les amendements seront eftectuds de [a meme

muanicie,



Article 23: 1. LAutorité de Tutelle doit tran-
cher & propus dex décisions soumises i xon
approbation durant un deélai d'un mois & partic
de la date de réception de ces dédisions.

2- Le délai est ramene & 15 juurs en co yui
concerne Mapprobation des transactions.

3- Les décisions soumises & f'approbation xont
considérées comme approuvées d'oftice une
foix ccoulé le délai stipuleé dans les alingas | et
2 precites.

4- Si T'Autorité de tutelle a besoin d'éclaireis-
seMetits cerils oy de documients relatifs aux
dévisions soumises 3 xon approbation, le délai
est prorogé pour une seule fois, pour un delai
ne depassant 10 jours pour les transactions et
15 jours pour toutes les aulres décisions, el
cela & partir de la date de réception de ces
éclaircissements et de ces documents.

CHAPITRE 2

TISSAIRES DU
GOUVERNEMENT

Article 24; 1- Le Ministre de tutelle nomme
un commissaire du Gouvernement aupres de
chaque [nstiretion Publique,

1. Le commissaire du Gouvernement doit étre
un des fonctionnaires du Ministére de tutefle
en service actit <t A la troisiéme catégorie au
muins.

Sl est de la troisieme caléyorie, il dait étre du

premier ou second cheton de ludite catcgorie.

3- Nul ne peut ¢€lre  commissaire du
Gouvetnement daps plus d'une [ostitution
Publique. L'Autorité qui le nomme, peut con-
fier & un commissaire du Gouvernement <t de
fugun temporaire I3 charge dassurer le poste
dautres commissaires en cas de leur absence,

4- Le Commissaire du Gouvernement assiste
aux séauves du Conseil dAdmiwstration el y
poxséde le droit de vote, il a le droit & faite en-
tegistrer san avis duns le proces verbal de fa

s€ance,

5- Le Commissaire du Gouvernement ne per-
guit du budget de I'[nstitution Publique od il
et nomumc aucun traitement, ni indemaite, at
gratitication, quelle que suit sa nature, sauf
une indemnité de présence xuivant ce guiext

tixé pour  fex membres du  Copseil
d'Administration et selon les dispositions de
I'alinga 2 de larticle 7 de ce Ddciel.

Acticle 235: 1+ Le Directeur Général ou le
Dirccteur de P'lnstitation Publique doit notitier
i I'Autorité de tutelle par Fintermédinire du
Commixsaire du Guuvernement une copie de
tous  lex  proces-verbaux du  Conseil
d'Administration dans un délai de 8 jours i
partir de la date de leur approbution par le
Conxeil.

2- Le Commussaire du Gouveraement doit no-
tifier par linterm<diaire de 'Autorité de wielle
des copiex de tous lex proceés verbaux des
séances du Conxeil d'Administration & Ia Cour
dex Comptes ef av Conseil de la Founction
Publique ainsi qu'd Finspection Centrale.

T UATRIEYN

SAUTORITES DE C R

INSTITUTIONS PUBLIOUES

Article 26: En sux de la tutelle mentionnée au
Titre précedent, les [nstitutions Publiques sont
soumtises au contrdle de chacun des conseils
de I3 Fonction Publique, et [Plnspection
Cenftrale, et du Ministere des Finanges, suivant
lex dispositions de ce Décret et des Loix st des
reglements en vigueur et au contrdle postéricur
de la Cour dex Complesx.

Article 27: 1- Le Ministre dex Finances déle-
gue aupres de chaque fnsutution Publique un
contréleur financicr parmi lex controleurs fi-
nanciers du Ministére (Direction Geénérale des
Finances )appartenant i la troisieme cutégorie
au moeins, dla condition guil it exerce un of-
tice linancier dans celte catégorie durant une
durée de cing ans au moins,

2+ Le traitement du contrileur financiet lui ext
versé A partic du budget du Ministere de

Finances, et il n'a pix le droit de percevoir au--
cune indemnité ou gratitication de quelle na-
ture yue ce soit, du budgel de I'lnstitution

Publique ov il est delégud.

3- En sux des prerogutives fixces dins le re-
glement  financicr  de  toute  Institution

Publique, le contrdleur tinancier peut, i tout
moment guiils veuille, demander i ¢e gu'on




dépuse aupres de ful fex registres et fes tuctu-
res et les conlrats, et de tagon yéudnle, tous
lex ducuments yui expuosent € financier de
I'Institution Publigue.

4- Le contrdleur financier nutitie immddinta-
ment au Ministte des Finances et le Ministre
de tutelle detoute infraction qu'il décele daax
lex affaires financiéres de Ulnstitution
Publigque,

3- Le contrdleur financier doit déposer aupres
du Ministre de Finances, avantle 13 du mois
de Mat de chaque annde un rapport expasant
les rats financiers et les résultats économi-
gues de I'[nstitution Publique durant faunée fi-
nanciére deaulce. Le Ministra des Finances no-
title d'unc copie de ce rapport i toul un chacun
de I'Autoriic de tutelle, et du Minixtere du Plan
général et te Président de fa Cour des Comptes
et le President du Conseil de I'lnspection

Centrale.

G- [! n'est pas permis de deléguer le meme con-
irdleur  tinancier aupres de plus de deux
{nstitutions Publiques.

7- Le contrdle  financier des Instiwtions
Publiues est réglementé par Decret peis en
Conseil des Ministrex sur  propositivn du
Ministre des Financey et apres consultatjion de
la Cour des Comptes.

Article 28: U'lnstitution Publigue doil notifier
au MMinistere des Finances, par Uintermediaire
du coniedieur finaacier d'une copic dey déci-
stons du Copseil d Administration dans un dé-
[ai de Njours 3 partir de b date de leur appro-
battun pac ledit Conseil.

Article 29:  1- Sont soumises & Mapprobation
du Ministére dex Finances, les décisions sui-
vantes du Conseil d'Administration:

- Le réglement tinancier, le plan comptable, le
reglement dexploitation.

- Le budge! géndéral, l'arrété des Comples, le
budget annuct général, le Compte des Pertes et
Pratite, le bilan geénéral des Comptes, «t
I'Inventaire global amiue! du matericl.

- Lutilisation de la Réserve géndrale, la deter-
minatton du mode demplui des protits et du
mude de couverture des pertes.

- Lex préts et fex emprunts.

- Lex tarifs et les prix de vente et d'achat, et a
valour des  services readue par institutico

Publigue.

2- Le Mimstese des Finances doit trancher &t
propos des deécisions soemises 3 son appeaba-
tion dans un dehii d'un mois apees L date de sa
receplion de ces décisions,

Lex déciviony suat considérdes approuvées
dottice & la tTn de ce dit délai.

3- Si le Ministéte des Financex a besuin de
demander des éclaircissements ou  dex docy-
ments concernant les décisions soumises 3 son
approbatian, le délai est ators renouvelé pour
une seule fois pour une durée ne dépassant pas
13 jours 3 partir de la date 0@ ceys éclaircisse-
ments et documents lui parviennent,

Article 30; 1- En cas de divergence de vues
entre [« Ministere de wielle et le Ministére des
Finances & propox de [approbation des déci-
sions du Coascil d Administration, le Ministére
de tutelle xoumet le différend au Cunsei] dex
Ministrex pour [es résoudre, et cela, sur de-
mande du  Conseil dAdministration de
Ulastitution  Publique. Dans ce eas, la décision
du Conxeil des Ministres tient Lieu et place de
Pavis des deux ministéres.

2- Eun cas de concordance davis entre les deux
Ministerey, le Coasctl d'Administration doit
tenir compte de cet avis.

Article 31:  1- I est cece 3 {a Cour des
Comptes une comumissivn spéciale appelée
Commissivn  de  Contrdle  Annuelle des
Institutions Publiques chargée de [a révisian
annuelle dex Comptes envoyés A la Cour dex
Comples par e questeur de I'institulion avant
le premicr Juin de chaque annde.

2- Cetle Commussion o5t deésignée par Décret
pris sur proposition du Président du Conseil
des Ministres el elle est composée de I ma-
nigre suivante:

- Le Président de 2 Cour des Comptes: le
Président.

- Deux conscillers de 13 Cour des Comples.

- Le Directeur Geéndral concerne danx le
Ministere de lutelle de lastitution soumise &
la tutellc de ce Ministere et un fonctionnairs
lechnique de la troisieme cutdguric au meins
de ladite administration.

- Le chet dz service de Comptabilité Générale
au Ministere des Finances (Direction Geéndrale
des Finances).

3- On ne peut cumuler entre la qualite de
Préxident vu de membre de la Commission de



Commussion  de  Contrdle  Annuelle des
Institutious Publiquex <t celie de Président oy
de membre dun Comseil dAdminisiration
d'une {nstitution Publique. :

4- Lex rappornts de la Commission relatifs aux
comptes de ['[nstitution Publigue sont notitiex
au Ministee qui exerce la tutelle et au Ministre
dex Finances et au Procureur Geéndéral pres la
Cuour des Comptes dans un délaj de six mois
au maximum & partir de [1 date ol Jex Comptex
de Ulastitution Publique sont transmises 3 la
Commission.

Ces rapports turment les documents de base
ou pour faire paraitre un arréte commun des
deux dits Ministtes approuvant le bien fonde
de ces complei de fagon définitive et de don-
ner quitey aux respunsables de I'nstitation
Publique pour leur administration duraat l'an-
nee en question, ou bien pour déclarer leur
responsabilité suivant les conditivns fixées
dans e code du Commerce,

Quant a la diclaration de la responsabilité fi-
nanciére par rapport au guesteur  de
UInstirution Publiyue, elle n'est émive que par
[e Conseil de Ia Cour dex Comptes,

5- Le Président de la Commission de Contrdle
Annuclle des  [nstitutions Publigues e s
membres pergoivent une indemnité fixée par
Déeret pris en Conseil des niinistres apres
consuliation  du Couseil de In Fonction
Publigue.

i H v
051 v

Article 32: 1- L'administration des avoirs de
Plnstitution Publigue est prise en charge par un
{uesteur appartenant 3 la troisicme catégorie
au moins yui en est responsable et qui est
soumis au contrdle postérieur de la Cour des
Comptex.

2- Les prérogatives du questeur, ses devoirs et
52 responsabilite sont fixées dapres e régle-
ment tinancier de chaque [nstitution Publigue.

3- A titre exceptionnel, el en ce gui conceme
lex Institutions Publiques dont le budget ne
dépasse  pas un platond fixé par un arrété
commun pris par les deux Ministres de tutelle

cl des Finances, il est permis de cumuler entre
le puste de uesteyr et celui de comptable.

4- Le contrile de Fengagement des dépenses
dans I'lnstitetion Publiyue revient & un em-
ployé appartenant 4 la troisieme catdgorie au
mavns chargé de véritier:

- [a disponibilité du credit.

- la coatormité aux Lois et reglements.

5- Le questeur ct le contréleur de 'engagement
dex dépenses sont nommés par décision du
Prévident de Conseil d'Administration aprés
approbation de FAutorité  de tutelle et du
Conseil de {2 Fonetion Publigue.

Axticle 33: Les avoirs de I'Institstion Publique
sont dépusés dans un compte qui lui est parti-
culier dans le cadre du compte vuvert aupres
de la Bangue du Liban au nom du Trésor
Libanais.

Article 34: La manicre de tenir lex comptes de
chaque Institution Publique est fixde en vertu
de son réglement financier et suivant la nature
de ses travaux el activites,

Article 35: {- Lex projets des programmes des
aclivites <t des travaux des  Institutions
Publiyues doivent étre présentés durant le
mois de Janvier de chague année au Minixtére
du Plan Geénéral et cela pour assurer 'harmo-
nie enire ces projets d la lumicre du Plan
Gencral ot atin d'empécher par consdquent
qu'il y ait empiciement ou double emploi entre
lex projets dune Institution Publique.et' dune

aulre,

2- Le Ministere du Plan Général duit exprimer
son avis 3 propos de cex projels dans un déla
de deux mois au maximum & partit de [a date
de leur réceptivn,

Si ot avis n'est pas exprimé durant ledit delaj,
cela est considéré comae unte approbation ta-

cite.

3- Si le Conveil d'Administration de
['Institution Publique comcerné décide de ne
pas tenir compte de Pavis du Ministére du Plan
Géncral, sl est appuyé en cela par I'Autarité
de tutelle, le Minixtére de tutelle duit expuser
Ia question devant le Conseil dex ministres
pour la trancher,

Article 36: Suus rexerve des dispositions rela-
tives & la ttelle et aux sutorités de tutelle, e
Muohatez ou le Coimacam  supervise, chacun




dans le cadre de ses. prérogatives, les
[nxtitutions Publiguex ou xes services ., daps
le périmetre du Mohatazat ou du Cuxa, et cela
3 l'exveption  du Mohatazat de la ville de

Beyrouth.

Les deétails dapplication de Fulinea précedent
sont tixés par Deécret prix en Conseil des
Ministres sur proposition  des deux Ministres
de la tutelle et de U'lntéricur.

Article 37: Il est prohibe aux Institutions

Publiques de nommer aupres d'elles par con-
trat ou sous nimporte quelle autre forme, des
avocats ou des conseilfers juridiques dont [es
postes ne sont prévus dans leur cadre. Toute
nomination  contraire 3 ces dispusitions est
cunsiderce aulle.

Quant 2 tous [es textes et contrats concernant
{ex avocats vu les conseillers juridiques nom-
meés aupres des Institutions Publiyues ou con-
tractuels auprés d'elles et gui sonl cn vigueur
en date dapplication de ce Decret, leur ctfet
prend fin d'oftice aussitét apres Fapplication
des dispositions de I'article 79 du projet de Lod
mis en application en vertu du Decret No
15704 endate du 6/3/64 <t relatif 3 l'organisa-
tien du Ministére de la Justice.

Aucune indemnilé n'est duc aux personnes
concernées du fait de Mannulation de Feflet des
textes et contrats susdits.

Article 38: En sus des réglements specisux en
vigueur dans lex lnstitutions Publiques et ceda-
tits 3 la perception des dus en retard et des
amendes incombant aux ahonnes, il et permix
3 cex [nstitutions d'exercer lex prérogatives
prévues dans la Loi de perception des Impots
directs. Les questeurs et lex percepleurs dex
Institations Publigues jouissent pour la percep-
tion de ses avoirs des prerogatives accordées
aux yuesteurs et pereepleuns du Ministére des
Finances pour la pereeption des Impits di-
rects,

L'institution ale droit de deesser des ordres de
perceplion suivant les dispositions de Uarticle
45 de la Loi de comptabilité genérale.

Article 39: Sont appliques aux directeurs ge-
néraux et aux directeurs et 3 tous Je=s employés
dex [ostitutivns  Publiques, les dispositions re-
latives au platond autorise pour les indemnilés
dex  foncticnnaires  des  Administrations

Publiques.

Article 40: La Bangue du Liban, In Caixse
Nationale de Séeurité sociale, Ia cooperative
des  fonctivinaires du Gouvernement, le
Conveil National des  Recherches
Scientitiques, le Conseil Exécutif des Projets
de Développement, l¢ Conseil Exécutitf des
grands  travaux de la Ville de Beyrouth et
PUniversité  Libanaise, et le  Centre
Pédagogique  de  Recherche et de
Développement demeurent chacun assujetti 3
sa Lot de constiiution et aux textes réglemen-
1aires pour su Mise <n application.

Article 41:  Par dérogation aux dispositions
de lalinéa 9 del'anicle 22 du Deceret, demeu-
rent en viguour les textes relatits 3 'Oftice
d'Electricite du Liban ct concernant la teneur
des dispusitions du dit alinéa.

Article 43:  Pans le cax du plein temps du
President du Consetl d’Adminéstration  de
I'lnstitution Publique, ot selon les dispositions
de l'article 8 de ce Decret, il ext adopté pour 1a
nomination  du Directeur Géneral {'une des
deux methodes suivantes:

a- ou  bien la nomination du President du
Cuonseil d'Administration  lui-méme comme
Dirccteur Geénéral de Nlastitution,

b- ou bien la nomination du Directeur Général
aux cdtés  du  President du  Conseil
d’Administration plein temps,

Article 43: Il est permis & l'employé ou au
salarié muté d'une [nstitution Publique i une
autre [fastitution Publique, dursnt un délai de
trois  mois & partir de fa date dentrée en fonct-
fon dans 'lastitution ol il est muté, de deman-
der dlinclure ses services etfectués  dans
I'Institution d'od¢ il ext muté, <t cela, en vue du
compte de son indemnilé de licenciement du
service.

Cetle inclusion ext effectude par décision du
Dirccteur Geénérul ou  du Directeur de
Ifustitution apres approbation de U'Autorité de
wielle et du Ministre des Finances, et dans ce
cax, seronl virdes au budget de lu demnigre ins-
ttetion, les crédits ndeessaires pour coyvric
[indermnite de licenciement pour ses annces de
service dans Ulnstimution d'od il est muté et
cela sur base du dernier traitement gu'il avait
pergu avaat sa mutation,

Le transtert de crédit cit¢ dans l'alinéa prece-
dent ext etfectud par arréte de 'Autorité de tu-



telle aprés cousultation des  deux institutions

concernees.

Article 44: 1- Chaque employé ou salurié dans
fes institutions soumises aux dispositions de ce
Decret a le droit de demander son licenciement
de son service durant un délui de trois moix i
parlir de la date d'applicativa de ce Decret.

2- La demande en ext formulde au Direcleur
Geéncral ou  au Directeur de I'[nstitution con-
cernée, et ce dernier doit I'etudier et le reférer
3 l'Autonté de tutelle accompagné de sun avis,
et cela dans un delaj de |3 jours au maximum
de la date de réception de la demande.

3. L'Autorité de tutelle doit deposer la de-
mande aupres de la Présidence du Conseil dex
Ministres durant un  délai de 13 jours au
maximum aprés fa date desa réceptionde la
demande.

4- La Présidence du Conseil dex Ministres doit
exposer la demande du licenciement du service
devant le Conseil dex Ministres pour en déci-
der. Le Cunxeil des Ministres peut accepler la
demande ou [a retuser,

L'acceptation de la demande de démission est
consacrée par un lexte de 'Autorité gquiale
drait d'embiuche.

3- S'it court un délai de trois mois i partic de la
date d'enregistrement de l'employé ou du sala-
ri¢ auprés  du bureau de la Présidence du
Cunseil des Ministres sans qu'il en soit décide,
cette demande est considérée cumme acceptée
duttice en date de la tin du délai précipité et le
service du fonctionnaire ou du xalari€ est coat-
sideré comme terminé dottice sanx avoir be-
soin de faire paraitre aucun texte special. Les
droits du fonctionnaire ou du salarié sont regle
pour l'indemmnité de licenciement suivant [es
textes en vigucur,

G- 1l est accordé au tonctionnaire vu au salarie,
enl cas de son licenciement du service, en vertu
dex dispositions de cet article, une somme
supplémentaire équivalente 4 son dernier lrai-
tement de base avec l'allocation familiale pour
six mois seulement, 3 verser du Compte dex
Traitements.

Article 45: [l est posxible par Décret pris en
Conseil des Ministres, de décharger de son
puste le Directeur Genéral ou iz Dirccteur de
Pinstitution ponr ui contier une des charges
Snumdrées jci-bas et son poxle est cunsidére

danx ce cas comume vacant:

a- Présider ou <lte membre du  Cuonxeil
JAdminisation duns astiwtion Publiyue,

b- Etre i lu disposition du Ministre de la tutellc
ou du Président du Conseil des Minixtres ou
puur tous lex autres mindsties pour une pour
uttc durce de deux ans.

Sl n'est pas ramené 3 son poste de su catéygo-
ric durant celte périnde, ou xi on ne lul conlie
pas une des charges citées dans alinéa a de
cet article, il est propose dla tin de ce délai un
puste infeneur aux postes de sa catégorie dans
une des [natitations Publiyues.

Sl acuepte ce poste, il garde son traitement et
s'il ne l'accepte pax, il est licencié du service et
on lui régle ses droits pour lindemité de li-
cencicment suivant fes texles en vigueur,

Article J46: Le Directeur Général ou e

Directeur auquel x'applique les dispositions de
lacticle 43 de ce Décrel conserve e grade et le
traitement de son poste précédent el continue &
avoir dreit 4 Ia promotion selon Uéchelle des
echelons <t des traitements relats 3 ce pouste et
suivant les dispositions y relatives et il conti-
nue de bénéticier de tous les avantages et ser-
vices duont hénclicient les xularies dans lex
Institutions  Publiyques & laquelic il appartenait,
i l'exception des avantages désxignes speciti-
quement pour son poste precedent,

Article 47: Le Directeur Général ou e
Directeur auquel s'appligue les dispositions de
I'article 45 de ce Decrat, a le droit en wwut
temps de demander son licenciement du ser-
vice.

Le Gouvernement doit aceepler cette demande
dans un delai d'un mois & partir de la dute de sa
présentation, sinoa cclie demande est cunsidé-
rée comme acceptee d'otfice.

It héncficie alors de sun plein droit duns I'in-
demnite de licenciement xuivint les textes en
vigueur et de montant supplémentaire équiva-
lent & son dernier traiternent de bise avec l'al-
location familiale pur six mois sculement, &
verser du Comple des Traitements.

Article 48: Soat appliqués aux direcleurs gé-
néraux et aux directeurs de Ulnstitution
Publigue ct 3 xes tonctivnnaires et employds et
i tous sex salariés les dispoxitions dela Loi
mixe en applicativn par le Decret N0 2732 en
date du 32/1972 relanf 4 ia fixation du pla-
tfond dex indemunités,




Article 49:  Suus réserve dex dispusitivns de
Ia Loi No 771 endate du 1/2/197] relative i
la désignation du Siege Central de 'Ctlice des
Recherches Scicntifiques Agronomigues et des
dispositions  dex deux articlex 33 <t 38 du
Déeret No 6474 en dare du 26/1/1967

[- Ext annulé le Décret No 6474 en date du 26
Janvier 967 =t ses amendements, 3 Fexception
de sou article 33.

2- Sont annules tous les textes [Sgislatifs of re-
glementaires ¢t tous lex réglements contradice-
(oires zux dispositdons de ce Déeret ounon
conformes A son contenu,

3- Sont annulés tous les textes 1égislatifs spe-
claux coneernant e mode de compusition et de
nominution des Conseils d'Administration dex
Institutions Publigtes soumdses aux disposi-
tions de ce Decret, et sont appliqués 3 ey
Institutions, les dispusitions de larticle 3 20 39
de ce Décrat.

Article 30: Ce Décrel ot promulgud et noti-
fi¢ ol neécexsire et entre vigueur des sa pary-
tion dans [e Journal Ofticicel,






ANNEX 3:

DECREE NOS. 9626 through 9631
ESTABLISHMENT OF WATER AND WASTEWATER
ENTERPRISES IN THE WATER SECTOR
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Official Gazette Volume 63 December, 1996

Decree No. 9626
Establishment of a public enterprise cited as
“The Beirut and Mount Lebanon Water Authority” and the Merger

of some water authorities and commissions therein

The President of the Republic,

Pursuant to:

The Lebanese Constitution;

Decree No. 4517 of 12/13/1972 (Regulations Concerning Public Enterprises),

Decree No. 3971 of 1/17/1951 (Establishment of a Special Authority cited as “Beirut

Water Authority”;

Decree No. 1308 of 5/20/1959 (Establishment of an Authority cited as “Ein El-Dilbeh
Water Authority”);

The Law enacted on 3/21/1959 (Establishment of the Barouk Water Authority in the Aley,

Baabda and El-Shouf Districts);

Decree No. 890 of 3/21/1959 (Establishment of El-Matn Water Authority); —

Decree No. 14872 of 2/2/1957 (Establishment of water authority cited as “Kisrwan El-

Fatouh Water Authority™),



Decree No. 110 of 6/22/1989 (Establishment of two public investment enterprises cited as

“Jubeil Drinking and I rrigation Water Authority & Shamseen Water Authonty”);
The recommendation of the Minister of Hydraulic and Electric Resources:

The Opinion of the State Consultative Council (Opinion No. 21/96-97 of 10/21/1996);

and

Upon the approval of the Council of Minusters on 6/27/1996 and 12/4/1996,

Hereby decrees as follows:

Article I: A public enterprise cited as “The Beirut and Mount Lebanon Water
Authority” shall hereby be established, which shall be a legal person endowed

with administrative and financial autonomy, hereinafter referred to as “the

Authonty”.

Article I  The Authority’s main office shall be in the City of Beirut, and its jurisdictional
competence shall include the Beirut and Mount Lebanon governorates as
delineated in the map attached hereto. The Authority shall have the power to

establish branches and offices thereof in districts falling under its operational

competence.

Article ITI: The following water authorities shall be merged into the “Beirut and Mount

Lebanon Water Authority”:

Beirut Water Authority; Ein El-Dilbeh Water Authority; Barouk Water
Authority for Aley, Baabda and El-Shauf Districts; EI-Matn Water
Authority; Kisrwan El-Fatquh Water Authority; and Jubeil Drinking and

Irrigation Water Authority.



Article I'V:

Article V:

Article V1

Article VII:

Article VII:

All projects as well as drinking and irrigation water commissions located
and-gstablished within the boundaries of the Beirut and Mount Lebanon

governorates shall also be merged into the Authority.

The Authority shall undertake - within its geographical competence
boundaries and in accordance with the applicable laws and regulations - the
planning, study, management and exploitation of drinking and irrigation .
water as well as wastewater resources. It shall also implement projects
related thereto and undertake the operational and necessary maintenance

activities in respect of such projects.

The Authority shall report to the Ministry of Hydraulic and Electric

Resources, which shall exercise administrative tutelage thereover.
Revenues of the Authority shall comprise the following:

- Share allocated thereto in the State budget;

- Revenues and returns on the management and operation of its [the
Authority’s] projects; '

- Contributions, donations and bequests; and

Allocations and funds earmarked for the Authority under special

provisions.

The Authority shall be subject to the Regulations concerning Public
Enterprises. Formulation of the rules and regulations of the Authority shall

take into account the conventions and commercial practices adopted for

fulfilling the functions assigned to the Authority.

The Authority shall be subject to the Provisions of Article (8) and Section

(A) of Article (42) of the Regulations Concerning Public Enterprises in




Article IX:

Article X:

Article XI:

Article XITI:

Republic of Lebanon
Office of the Ministet of State for Administrative Reform
Center for Public Svetor Projects and Studies
{CPS.ESY

respect of its Chairman of the Board of Directors assuming the position of

full-timeé General Manager thereof

All the rights and obligations of the water authorities, projects and
commissions merged into the Authority shall legally be transferred thereto.
Workers at the authorities merged into the Beirut and Mount Lebanon
Water Authority shall be reassigned thereto, and shall continue to work
therefor and receive salaries and compensations therefrom until the
adjustment of their status or the termination of their employment in

accordance with the provisions of Authority regulations and rules.

In the event of an overlap in water systems between the Authority and one
or more other authorities, the Minister of Hydraulic and Water Resources
shall have the competence to determine the boundaries of the system

belonging to each of the authorities involved.

Existing authorities, projects and commissions shall continue operations

until the Beirut and Mount Lebanon Water Authority starts its operations.

The Minister of Hydraulic and Electric Resources shall issue successive
decrees specifying the date of ceasing operations by each of the said
authorities, projects or commissions as soon as the Beirut and Mount
Lebanon Water Authority commences undertaking the functions previously

assigned to the authority, project or commission involved.

All decrees and decisions running counter to the provisions of this Decree or

in disagreement with the provisions of the regulations related hereto shall

hereby be revoked.



Article XIII: This Decree shall come into force upon its publication in the Official

~.

Gazette, ™

Baabda, December 13, 1996

Signature: Elias El-Hrawi

Issued by the President of the Republic
The Prime Minister

Signature: Rafik El-Hariri
The Minister of Hydraulic and Electric Resources

Signature: Elias Hobeika
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Decree No. 9627
‘ Establishment of a public enterprise to be cited as
“North Lebanon Water Authority’ and the merger

of some water authorities and commissions therein

The President of the Republic

Pursuant to:
The Lebanese Constitution,

Decree No. 4517 of 12/13/1972 (Regulations Concerning Public Enterprises);

Decree No. 10231 of 9/13/1955 (Establishment of the Tripoli Water Authority);
Law No. 14/81 of 7/15/1981 (Establishment of an autonomous authority cited as “El-

Qbayyat Water Authority™),

Decree No. 5113 of 4/27/1994 (Establishment of El-Batron Drinking and Irrigation

Water Authority);

Decree No. 5114 of 4/27/1994 (Establishment of El-Koura Drinking Water Authbrlty}} '

Decree No. 5115 of 4/27/1994 (Establishment of El-Dhnayyeh - El-Minieh Drinking and

Irmigation Water Authority);

Decree No. 5116 of 4/27/1994 (Establishment of Akkar Drinking and Irngation Water

Authority);

Decree No. 5792 of 10/12/1994 (Establishment of Bshirri Drinking and Irrigation Water

Authonty);



Decree No.

6323 of 1/31/1995 (Establishment of Zgharta City and District Drinking and

Irrigation Water Authorityy;

The recommendation of the Minister of Hydraulic and Electric Resources;

The Opinion of the State Consultative Council (Opinion No. 25/96 of 10/21/1996); and

Upon the approval of the Council of Ministers on 6/27/1996 and 12/4/1996,

Hereby decrees as follows:

Article I

Article IT;

Article OI:

A public enterprise cited as “North Lebanon Water Authority” shall hereby be
established, which shall be a legal person endowed with administrative and

financial autonomy, hereinafter referred to as “the Authority”.

The Authority’s'main office shall be in the City of Tripoli, and its jurisdictional

competence shall include the North Lebanon Governorate as delineated in the
map attached hereto. The Authority shall have the power to establish

branches and offices thereof in districts falling under its operational -

competence.

The following water authorities shall be merged into the “North Lebanon

Water Authority™:

Tripoli Water Authority; El-Qbayyat Water Authority; El-Batron Drinking
and Irrigation Water Authority; El-Koura Drinking Water Authority; El-
Dhnayyeh - El-Minieh Drinking and Irrigation Water Authority; Akkar
Drinking and Irrigation Water Authority; Bshirri Drinking and Irrigation

Water Authority and Zgharta City and District Drinking and Irrigation Water

Authority.

"

it



All projects as well as drinking and irrigation water commissions located and
established within the boundaries of North Lebanon Governorate shall also be

merged into the Authonty.

Article IV: The Authority shall undertake - within its geographical competence
boundaries and in accordance with the applicable laws and regulations - the
planning, study, management and exploitation of drinking and irrigation water
as well as wastewater resources. It shall also implement projects related

thereto and undertake the operational and necessary maintenance activities in

respect of such projects.

Article V: the Authority shall report to the Ministry of Hydraulic and Electric Resources,

which shall exercise administrative tutelage thereover.

Article VI: Revenues of the Authority shall comprise the following;

- Share allocated thereto n the State budget;
Revenues and returns on the management and operation of its [the
Authority’s] projects; '
- Contributions, donations and bequests; and

Allocations and funds earmarked for the Authority under special

provisions.

Article VII: The Authority shall be subject to the Regulations Concerning Public

Enterprises. Formulation of the rules and regulations of the Authority shall
take into account the conventions and commercial practices adopted for

fulfilling the functions assigned to the Authority.

Article VIIT: The Authority shall be subject to the provisions of Article (8) and Section
(A) of Article (42) of the Regulations Concerning Public Enterpnises in_



Article IX:

Article X:

Article XI:

Article XII:

respect of its Chairman of the Board of Directors assuming the position of

ﬁJll‘-.tirh'e General Manager thereof.

All the rights and obligations of the water authorities, projects and
commissions merged into the Authority shall legally be transferred thereto.
Workers at the authorities merged into the North Lebanon Water Authority
shall be reassigned thereto, and shall continue to work therefor and receivé. ‘
salaries and compensations therefrom until the adjustment of their status or

the termination of their employment in accordance with the provisions of

Authority regulations and rules.

S

In the event of an overlap in water systems between the Authority and one
or more other authorities, the Minister of Hydraulic and Water Resources
shall have the competence to determine the boundaries of the system

belonging to each of the authorities involved.

Existing authorities, projects and commissions shall continue operations

until the North Lebanon Water Authority starts its operations.

The Minister of Hydraulic and Electric Resources shall issue successive
decrees specifying the date of ceasing operations by each of the said

authorities, projects or commissions as soon as the North Lebanon Water G
Authority commences undertaking the functions previously assigned to the

authority, project or commission involved.

All decrees and decisions running counter to the provisions of this Decree or

in disagreement with the prpvisions of the regulations related hereto shall

hereby be revoked.



Article XIIT: This Decree shall come into force upon its publication in the Official

~

Gazette, ™~ -

Issued by the President of the Republic
The Prime Minister
Signature: Rafik El-Harini
The Minister of Hydraulic and Electric Resources

Signature: Elias Hobeika

* k K *

10

Baabda, December 13, 1996
Signature: Elias El-Hrawi



. Decree No. 9629
-, Establishment of a Public Enterprise Cited as
“Northern Beqaa Water Authority” and the

merger of some water authorities and commissions therein

The President of the Republic

Pursuant to:

The Lebanese Constitution;

Decree No. 4517 of 12/13/1972 (Regulations Concerning Public Enterprises);

Decree No. 4419 of 12/10/1978 (Establishment of an authority cited as “The Baalbek-

Hirmel Drinking and Irrigation Water Authority; €
The recommendation of the Minister of Hydraulic and Electric Resources;

The Opinion of the State Consultative Council (Opinion No. 23/96 of 10/21/1996); and

Upon the approval of the Council of Ministers on 6/27/1996 and 12/4/1996,

Hereby decrees as follows:

ArticleI: A public enterprise cited as “Northern Beqaa Water Authority” shall hereby

be established, which shall be a legal person endowed with administrative and

financial autonomy, hereinafter referred to as *“the Authority”.

Article II. The Authority’s main office shall be in the City of Baalbek, and its o
jurisdictional competence shall be as delineated in the map attached hereto.

The Authority shall have the power to establish branches and offices thereof in

districts falling under its operational competence.

Article IIT: The following water authorities shall be merged into the “Northemn Beqaa

Water Authority™:

11



Baalbek-Hirmel Drinking and Irrigation Water Authority as well as all
drinking and Trrigation water projects and commissions located and

established within the boundaries of the Authority’s operational Competence.

Article IV: The Authority shall undertake - within its geographical competence
boundaries and in accordance with the applicable laws and regulations - the
planning, study, management and exploitation of drinking and irrigation water
as well as wastewater resources. It shall also implement projects related

thereto and undertake the operational and necessary maintenance activities in

respect of such projects.

Article V! the Authority shall report to the Ministry of Hydraulic and Electric Resources,

which shall exercise administrative tutelage thereover.

Article VI: Revenues of the Authonty shall comprise the following:

-~ Share allocated thereto in the State budget;

- Revenues and retumms on the management and operation of its [the
Authority’s] projects; '

- Contributions, donations and bequests; and

- Allocations and funds earmarked for the Authority under special

provisions.

Article VII: The Authority shall be subject to the Regulations Concerning Public
Enterprises. Formulation of the rules and regulations of the Authority shall

take into account the conventions and commercial practices adopted for

fulfilling the functions assigned to the Authority.

Article VII: The Authority shall be subject to the provisions of Article (8) and Section

(A) of Article (42) of the Regulations Concerning Public Enterprises in.



Article IX;

Article X:

Article XI:

Article XT11:

respect of its Chairman of the Board of Directors assuming the position of

full-time Geﬁeral Manager thereof.

Ali the rights and obligations of the water authorities, projects and
commussions merged into the Authority shall legally be transferred thereto.
Workers at the authorities merged into the North Lebanon Water Authority
shall be reassigned thereto, and shall continue to work therefor and receive -
salaries and compensations therefrom until the adjustment of their status or
the termination of their employment in accordance with the provision of

Authority regulations and rules.

In the event of an overlap in water systems between the Authority and one
or more other authorities, the Minister of Hydrawlic and Water Resources
shall have the competence to determine the boundaries of the system

belonging to each of the authorities involved.

Existing authorities, projects and commissions shall continue operations

until the [Northern] Beqaa Water Authority starts its operations.

The Minister of Hydraulic and Electric Resources shall 1ssue successive
decrees specifying the date of ceasing operations by each of the said
authorities, projects or commissions as soon as the Northern Beqaa Water
Authority commences undertaking the functions previously assigned to the

authority, project or commission involved.

All decrees and decisions running counter to the provisions of thus Decree or

in disagreement with the provisions of the regulations related hereto shall

hereby be revoked.

13



Article XIII: This Decrezshall come into force upon its publication in the Official

Gazette.

Baabda, December 13, 1996

Signature: Elias El-Hrawi

Issued by the President of the Republic
The Prime Minister
Signature: Rafik Ei-Hann

The Minister of Hydraulic and Electric Resources

Signature: Elias Hobeika

14



Decree No, 9631

Adding to the-Functions of the National Litani River Authority

The President of the Republic,
Pursuant to:

The Lebanese Constitution;
Decree No. 4517 of 12/13/1972 (Regulations Concerning Public Enterprises);

Law enacted on 8/14/1954 and the amendments thereto (Establishment of a special

authority cited as “the National Litani River Authority:);

™

Recommendation by the Minister of Hydraulic and Electric Resources;

Faad

Opinion of the State Consultative Council (Opinion No. 26/96-97 of 10/21/1996); and
Upon the approval of the Council of Ministers dated 6/27/1996 and 12/4/1996,

Hereby decrees as follows:

Article I: The following functions shall hereby be added to the functions already
assigned to the National Litani River Authority:

The planning, study, management and exploitation of irrigation water in the

area as delineated in the map attached hereto.

Article II: Al irrigation water commissions and projects located and established in the

geographical jurisdiction as specified by the above-mentioned map shall be

merged into the National Litani River Authority.



Article ITI: This Decree shall come into force upon its pubiication in the Official Gazette.

Baabda, December 31, 1596

Signature: Elias El-Hrawi

Issued by the President of the Republic

The Prime Minister

Signature: Rafik El-Harin

The Minister of Hydraulic and Electric Resources

Signature: Elias Hobetka _

16
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Section I: General Principles

Article 1:
Water constitutes an important common resource of the Lebanese society; Thus, the
protection and the development of this natural resource is at the heart of the protection of
the environment and ecosystems that benefit general interest.

Article 2

The purpose of this law is to set up water resources management by providing an
adequate supervision on the basis of the following principles by:

1. Managing water resources in a rational and scientific manner;

2. Stressing the concept of economic return relative to the protection, development,
allocation, and distribution of water resources in accordance to the needs of society and to

the economic activity.

3. Ensuring prompt, speedy, and quality service to water beneficiaries;

4. Strengthening and encouraging private sector participation ini the provision of
services;

5. Protecting the ecological balance throughout the Lebanese territory and reclaiming
this balance in region that suffered of degradation;

6. Protecting aquifers and rain water from pollution, and taking appropriate steps to
prevent pollution and to treat polluted waters;

7. Establishing an appropriate institutional framework to implement a national water
policy.

Article 3

Subject to the responsibilities assigned to the MWRE (in the electricity area) as defined
in article 1 of the 20/66 law and article 4 relative to the water sector mentioned

thereunder:

Development enterprises for drinking, irrigation, and wastewater will be established and
will be entrusted with organizing, managing and supervising water investment provided
that the national Authority of the Litany river will be entrusted with the management of
the trrigation investment area (North and South Bequa).



wn

Section 2: MWRE Responsibjlities

Article 4: MWRE duties and responsibilities

MWRE duties and responsibilities will be entrusted, but not restricted, to undertake the
following:

1. Assessing aquifers and running water;

2. Assessing residential, drinking, industrial, agricultural, and general water needs;

Allocating and distributing water resources in a rational and practical way;

)

4. Setting up and modemizing a national direction plan on a periodic basis;

Managing water resources in a rational and practical manner; {

L¥

6. Spelling out conditions for private sector participation in the water area;
7. Supervising aquifers and running water quality;
8. Improving water river, sources, wells, and aquifers quality on a continuous basis;

9. Monitoring and determining minimum relative acceptable water distributed both in
terms of quality and quantity, as well as the maximum wastewater level;

10. Participating in the setting up of water control systems to ensure water quality;

11. Charging polluters, as well as the beneficiaries of a cleaner environment, a fee;

12. Preparing and issuing property ownership regulations; -,

[Riie
i

13. Paying attention to water rights, conciliation, and participation in water disputes
resolution in general;

14. Putting up strategies, objectives, and texts to ensure cost recovery and drinking,
wastewater, irrigation, and industrial water tariffs;

15. Evaluating and approving work programs put out by independent water investment
enterprises;

16. Evaluating the performance of independent investment water enterprises, and making
proposals while taking appropriate steps;



17. Enacting a water code and updating it on a periodic basis;

18. Providing adequate protection from floods whether this affects people or property
while respecting the laws in force;

19. Providing appropriate bodies to monitor floods and give proper warnings;
20. Delivering water investment permits and licenses subjeci to existing laws;

21. Delivering mines and investment permits and presenting opinions on stone quarries if
there is an impact on water resources subject to existing laws;

22. Spelling out protection and investment conditions and rules for aquifer and running

water;

23. Designing, studying, implementing, and incorporating in investment larger water
enterprises having a common interest such as dams..

24. Supervising existing electricity concessions subject to existing provisions;

25. Providing necessary information and public relations efforts to enable the citizens to
support water investment enterprises and management activities;

26. Collecting and publishing all hydrometric and hydrogeologic data;

27. Informing people of water resources projects as well as legal and organizational texts,
among other things.



Drinking, irrigation. and wastewater investment enterprises

Article 5

Drinking, irrigation, and wastewater public enterprises established by virtue of decrees
no. 9626, 9627, 9628, 9629, 9630 enacted on 12/13/1996 will become investment

enterprises. These are:

1. Northern Lebanon drinking, irrigation, and wastewater investment enterprise;

2. Southern Lebanon drinking and wastewater investment enterprise;

3. Beirut and Mount Lebanon drinking, irrigation, and wastewater investment enterprise; {a
4. Northern Bequa drinking, irrigation, and wastewater investment enterprise; -
5. Southern Bequa drinking and wastewater investment enterprise;

These enterprises will be governed by commercial law and the provisions contained in
this law.

Upon publication of this law, these Authorities will merge and their committees will be
‘absorbed by investment enterprises. The transitory process should not exceed three years.
Above mentioned Investment water committees will endeavor to seek private sector
participation in their activities. In any case, these committees will select an accounting
firm which will undertake its activities in accordance with internationally recognized

accounting principles.
Article 6 £

Drinking, irrigation, and wastewater investment enterprises will, each within its area of
competence responsible for providing equipment, distribution and treatment of drinking
water, collecting and treating wastewater, and managing irrigation water. In the course of
its work, investment enterprises can have recourse to the various forms of internationally
acceptable management practices. For example, it will, among other things, participate,
direct management, or any combination of the above.



Article 7: Investment enterprises duties

Drinking, irrigation, and wastewater investment enterprises duties include but are [imited
to the following:

1. Desigm'.ng, studying, and implementing local and municipal in accordance with
MWRE general national water master plan;

2. Establishing, operating, and ensuring the maintenance of all drinking, irrigation and
wastewater infrastructure;

3. Managing users’ services falling under its authority;

4. Devising a tariff policy based upon the work program and proceeds;
5. developing human resources and managing users’ network;

6. Resorting to the private sector in some area activities such as management, operations,
and maintenance of equipment and investment to name a few;

7. Monitoring drinking, irrigation water quality, and drainage;

8. Preparing and keeping updated annual reports and submitting them to MWRE for
consideration and approval

9. Requesting MWRE approval relative to water exploitation (publicly owned), or
drainage;

10. Implementing necessary means pertaining to water distribution meters;

11. Designing major irrigation projects in accordance with MWRE national master plan;

12. Studying primary and secondary water implementation networks and major
enterprises for water retention and pumping;

13. Operating and maintaining primary and secondary water irrigation networks;

14. Selling irrigation water among farmers’ unions and devising a taniff policy based
upon a work program and proceeds;

15. Leaving tertiary building and maintenance networks (as a part of water exploitation)
to farmers’ unions and investors who would define water tariffs upon farms and

landowners.



Article 8: Tariffs

The board will determine a drinking, irrigation, and wastewater tariff policy based upon
the cost. An additional acceptable profit margin will be allowed so as to give incentives
to the private sector participation in the activities of investment enterprises taking into
consideration inhabitants social conditions;

The implementation of these tariffs will be subject to the prior approval of the MWRE

ﬁnancial structure committee,

Article 9: Baards of directors

The board will be composed of seven (7) members to be appointed by the Council of
Ministers upon recommendation of MWRE. The board will include representatives of the
state, consumers, municipalities, and the private sector to be defined in a decree enacted
by the Council of Ministers upon MWRE recommendation. This decree will determine
competence and qualifications of the board members.

The board will function in accordance with the provisions of commercial law. If private
sector participation is included, , a decree issued by the Council of Ministers upon
recommendation MWRE wilil define private sector participation modalities, the
enterprise, and the regulations of joint enterprise.

The mandate of the board is three years that are renewable.

i

Article 10: Boards Duties

Water [nvestment enterprises boards duties are those recognized duties undertaken by any
board operating under commercial law. This includes but is not limited to the following:

1. Proposing and approving regulations;

2. Proposing and approving work mechanisms that enable investment enterprise to reach
its objectives;

3. Issuing users’ regulations and defining appointment principles, vacation, and salaries;
4. Making an inventory of assets and appraisal them, along with property evaluation;

5. Borrowing to further the financing of necessary appropriations of activities regarding
investment enterprises;



10

Article 11: Management organization

The board upon MWRE recommendation puts into place the internal administrative
organization of the investment enterprise. Should the private sector participation in
capital or in the management of the enterprise, the Council of Ministers sets out the
bylaws and approves them. The is council can delegate power to the board for enacting
and amending administrative structure.

ection 4: Tariffs committee
Article 12

A tariffs committee will be established within MWRE. The function of the committee is
to study and agree to drinking, irrigation, and wastewater investment enterprises proposed

tariffs to determine the financial impact.
The tariffs committee will be composed of three members: A representative of MWRE,

the ministry of finance, and a financial analyst from the private sector with a high level of
expertise.

The committee will propose and justify the tariffs to MWRE.
ection 5: Transitory measure
Article 13

All laws will be abrogated whenever they contradict the present law upon entering in
force except for provisions pertaining to the area of electricity.

Article 14

The decrees of implementation relative to this law and the details therewith will be
enacted at an appropriate time in the Council of Ministers upon MWRE recommendation.

Article 15

This law will enter into force upon ratification and publication in the national gazette.
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ANNEX 5:

CDR INVESTMENT PROGRAMS
WATER AND WASTEWATER SECTORS
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Annex 6: Metering Cost Benefit Analysis

The attached worksheet is a preliminary and pro-forma estimate of the cost effectiveness
of undertaking a metering program in conjunction with a program to reduce unaccounted
for water (UFW) in greater Beirut. There are several assumptions made, and which may
not be applicable in every case to the Greater Beirut and Mount Lebanon Water
Authonty. These are:

e the metering program is done at the same time as a program is executed to reduce
UFW;

s six years is assumed to be enough time to meter the entire greater Beirut area;

e only domestic customers are metered;

o UFW is reduced from 40 to 20 percent in six years;
the primary, secondary and tertiary network do not need to be upgraded;

e« water meters cost about US$50 installed; and

¢ a billing and collection contract is instituted that pays 3% of revenues collected.

The results show that metering and reducing UFW have a powerful effect on a water
utility’s finances and the needed investment can pay for itself in a very short period of
time. Using the above assumptions, the program pays for itself in about 5 years (even
before the entire city 1s metered) and over ten years the financial internal rate of return is
approximately 60 percent. It also shows that this service could be attractive to the private
sector with revenues to the contractor of about $0.40/customer/month.

The example worked out here is a simple one, and there are a few crucial assumptions
made. However, the cost benefit results are very robust, allowing for some relaxation of
the assumptions to reflect actual conditions on the ground while still producing a very
favorable financial retum. It is for this reason that a metering and UFW program is
recommended for an early feasibility study.
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Q.E.B. Metering Cost Benefit Analysis

{$000)
Parameters
Customer Growth Rate 10,000 10,000 10,000 5,000 5000 5000 5000 5000 5000
Number of Domestic Customers 300,000 310,000 320,000 330,000 335,000 340,000 345,000 350,000 355,000 360,000
Customers Metered per year (%) 0.05 0.20 0.20 0.20 0.20 0.15
Customers Metered per year (#) 17,000 68,000 68,000 68,000 68,000 51,000] 20,000 40,000 45000 50,000
Average Water Taritf ($/m3) 0.3& Replacement Regime —~—>
Average Sewer Tarff ($/m3) 0.02
Cost per meter {Installed,US$) 50
Billing & Collection Fee (%) 3.00%

With Metering Program
Base Water Produced {000 m3} 175,980 175,980 175,980 175980 175,980 175,980 175980 175,980 175,980 175,980

Technical UFW (%) 0.30 027 0.24 0.21 0.18 017 0.7 017 017 0.17
Commercial UFW (%) 0.10 0.11 0.09 0.07 0.05 0.03 0.03 0.03 0.03 0.03
Totat UFW (%) 0.40 0.38 033 0.28 0.23 0.20 0.20 0.20 0.20 0.20
Water Delfivered (000 M3} 105,588 109,108 117,807 126,706 135,505 140,784 140,784 140,784 140,784 140,784
YEAR 1 2 3 4 S & 7 8 S 10
Sales .
Water 38,012 39,279 42446 45614 48782 50682 50682 50682 50,682 506§
Sewer 2112 2182 2358 2534 2710 2816 2816 2816 2816 2816
Other 98980 11,270 11560 11670 7780 7880 7580 8080 8,180 8280
Total 50,113 52,731 56,365 659,818 58,272 61,378 61,478 61578 61678 61,778
Capital Investments
Meters 850 3,400 3,400 3,400 3400 2550 1,000 2000 2250 2,500
Expenses
Operating Costs Water Supply 7,040 7,040 7040 7040 7040 7040 7040 7040 T.040 7,040
Operating Costs Wastewater 0 0 5450 5490 5490 5480 5490 5480 5490 5,490
Maintenance Costs 4460 4460 4460 4460 4460 4460 4460 4460 4,460 4,460
Administrative Costs 10,710 10,710 10,710 10,710 10,710 10,710 10710 10,710 10,710 10,710
Total Operating Costs 22210 22210 27,700 27,700 27,700 27,700 27,700 27,700 27,700 27,700

Billing & Collection Contract 1,204 1,244 1344 1,444 1545 1,605 1605 1,605 1,605 1,605

Metering + Operating + Billing 24264 26854 32,444 32,544 32645 31,855 30,305 31,305 31,555 31,805

Nat 25850 25877 23920 27274 26,627 29523 31,173 30273 30,123 29973

Without Metering Program
Base Water Produced {000 m3) 175,980 175980 175,980 175,980 175,980 175,880 173,980 175,980 175,980 175,980

Technical UFW (%) 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.20
Commercial UFW (%) 0.10 0.10 0.10 010 Q.10 010 .10 0.10 0.10 010
Total UFW (%) 0.40 0.40 0.4C .40 0.40 0.40 0.40 0.40 0.40 0.40
Water Delivered (000 M3) 105,588 105,588 105,588 105,588 105,588 105,588 105,588 105,588 105,588 105588
YEAR 1 2 3 4 5 6 7 8 9 10
Sales {$ 000)
Water 38,012 38,012 38012 38,012 38,012 38012 38012 38,012 38012 38012
Sewer 2112 2112 2112 2112 2412 2112 2112 2112 2112 2,112
Other 9990 11,270 11,560 11,670 7780 7880 7380 8080 8,180 8,280
Total 50,113 51393 51,683 51,793 47,903 48,003 48,103 48203 48303 48403
Total Cperating Costs 22,210 22210 27,700 27,700 27,700 27700 27700 27700 27700 27,700
Net 27,803 29,183 23,983 24093 20,203 20,303 20,403 20,503 20,603 20,703
difference -2,064 -3306 -63 3,180 6,424 9220 10770 9,770 9520 9270
Analysis Period (years) 10 5 4
NPV $24,413 $1,514 (52,475)
IRR 59% 21% -20%
Discount Rate 10.00%
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Annex 7: Selected Financial Information

The Sector’s Finances. Information about the sector’s finances is incomplete and it does
not appear possible to construct a comprehensive overview, For example, up-to-date
accounts of all the Water Authorities are not available, and none are audited by
independent auditors. In this case, generalizations are difficult to make, and even the
reliability of the data CDR and the MEHR have managed to compile cannot be relied

upon.

Estimated, unaudited, income statements for six Water Authorities, for 1996 or 1997 or
both years, was provided by either CDR or MEHR. The Authorities, and the years
covered, are shown below:

Table 1 Income Statements Available by Utility, by Year

Authority Year(s)

Beirut Water {(O.E.B.) 1993, 94, 95, 96
Ein El Delbeh 1995, 96, 97
Tripolt 1996, 97

Zahle 1996

Saida 1996, 97

Koura 1996

Dunnihye 1996, 97

Unfortunately, the information shown includes only four of largest Water Authorities that
were included in Table 1. Estimated income statements for each of the Water Authorities
listed are shown in Attachment 1 to this Annex. Balance sheet information is only
presented for O.E.B.

Samples of tariff increases for the last three years are presented in Attachment 2 to this
Annex. Since 1995, tariff increases have ranged from 0 to 63 percent. For the 20 Water
Authorities for which we have data, for the years 1995 to 1998, seven of the Authorities
raised tariffs from 0 to 10 percent, five of the Authorities raised tariffs from 11 to 25
percent and eight of the Authorities raised tariffs more than 25 percent.

These are healthy tariff increases, and should lead to a dramatic improvement in the
financial health of the utilities. However, based on the income statements described in
Table 1, this is not the result. Instead, it may be that tartffs are raised as a means to
increase cash flow while other, more difficult, financial measures are neglected. For
example, one would expect to see both accounts receivables and payables growing if
management was content to raise tariffs to meet immediate cash needs.' The information
provided does show that Water Authorities do not keep current with their electricity
charges, and the non-payment of this expense is the major mechanism used to match cash

with expenses.

! No balance sheet information is available (except for O.E.B.) so this hypothesis could not be
confirmed. For O.E.B., the supposition appears correct: accounts receivable almost doubled 1995 to
1996; and accounts payable went up by 70 percent for the same period.
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Capltal Expenses
Goods
Works
Others

=z~ Beinat Water, 1996 o Accrued’ il Collected s
Current Revenues
Water Sales 34,245,616,714 | 23,228,132,054

Miscellaneous
Extraordinary

2,239,551,303

2,005,541,503

Total Current Revenues

36,485,168,017

TR0 e

BsrcommittedEs

25,233,673,557

= T P
Current Expenses
Salaries, Wages and Benefits
General and Administrative
Maintenance
Electricity
Consumables
Miscellaneous
Depreciation

6,636,899,867
1,212,804,390
5,894,050,829
13,250,794,460
326,760,135
4,718,157 469

6,439,550,421
1,212,804,390C
5,895,285,255
1.750,794,460
326,060,133
602,084,901

Total Current Expenses

32,039,467,150

16, 226 579 560

3,400,440,763
1,612,892,697
4,672,263,491

345,931,763
1,215,947,697
1,508,263,491

Total Capital Expenses

9,585,696,951

3,070,142,951
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LEBOAD.XLS

Ein El Delbeh Water Authority

1997 1996 1995

Billed Revenues:
1. Metered Water Subscriptions 7,543,745.0 6,631,614.0] 3,952,146.0
2. Gauged Water Subscriptions 527,936.7 513,813.0 473,044.8
3. New Operations (?) ‘ 773,342.0 532,389.6 542,731.3

Subtotal 8,845,023.7 7,677,816.6 4,967,922.2
Collected Revenues:
4. Metered Water Subscriptions 2,310,847.6 2,078,899.6 1,189,575.0
5. Gauged Water Subscriptions 219,085.8 149,130.8 155,494.0
6. Additional Water 28,8851 33,791.89 25,447
7. New Gauge Contracts n.a. n.a. 116,972.0
8. Installation of Distribution Equipment 419,345.0 283,444.3 220,380.0
9. Settlements of Fraud 4,000.0 12,500.0 1,350.0
10. Reduction in Accounts Receivable 1,593,250.1 758,428.7 383,172.5
11. Water Fees Arrears 8,170.6 12,893.2 10,172.6
12. Miscel. 1,410.8 5,830.0 134,504 .4
13. Municipal Fees 415,791.2 302,945.1 187,919.5

Subtotal 5,000,786.2 3,637,863.6 2,424 987.8
Expenditures:
14. Salaries, Wages and Benefits 1,734,432.5
15. Electricity 750,000.0
16. Consumables 669,748.4
17. General and Administrative 154,018.4
18. Others 100,206.0
19. Pipes and New Lines (?) 316,733.9

Subtotal 3,725,139.2
Cash Available 1,736,106.0
Source:
Annual Reports of Ein El Delbeh Water Administration (incompletg)
Ratios:

56.54% 47.38% 48.81%

Collected/Billed revenues

LEBCAD . XLS



t2ofinan. xls
{ripolig7
9/22/98

Republic of Lebaneon

Ministry of Hydraulic and Electric Resources

e
e

s Accrued SAET

TR Collected s

Current Revenues
Water Sales
Miscellaneous
Extraordinary
Total Current Revenues

Current Expenses

Salaries, Wages and Benefits
General and Administrative
Maintenance

Electricity

Consumables

Miscellaneous

Depreciation

Total Current Expenses

5,688,233,363
1,305,047,911

1,928,937,896
703,607,036

6 993 281,274

1,175,283,750
148,259,490
245,240,275
4,200,000,000
32,870,750
897,736,778

2, 632 544 932

1,143,488,170
58,728,924
115,753,605

16,238,250
490,670,007

6,699,391,043
0,

Capltal penses -

Goods
Works

Others
Total Capital Expenses

1,824,878,956

217,711,770 161,724,770
61,109,500 1,000,000
278,821,270 162,724,770




spedReeTripoli Water:1 9967

s iRR Collected sy

W N

11
12
13

Current Revenues
Water Sales
Miscellaneous
Extraordinary
Total Current Revenues

3,628,471,816
810,894,459

1,989,777,835
724,129,916

4,438,366,275

(5

Current Expenées
Salaries, Wages and Benefits

1,070,343,600

2,713,907,751

1,050,175,400

General and Administrative 153,811,488 106,161,543
Maintenance 118,353,280 75,609,280
Electricity 3,002,388,000 -
Consumables 46,724,755 39,387,755
Miscellaneous 1,548,419,966 1,403,929,786
Depreciation - -
Total Current Expenses| 5,940,051,089 2,675,263,764
Capital Expenses
Goods 309,414,671 244 069,591
Works - -
Others - -
Total Capital Expenses 309,414,671 244 065,591
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= Zahle.Water.1996 -+,

oy Accnied gl

T Collected Soas

Current Expensés

Current Revenues

Water Sales

Miscellaneous

Extraordinary

Total Current Revenues

2,5635,410,000
43,550,000

1,743,930,052
57,679,274

2,578,960,000

1 801 609, 326

Salaries, Wages and Benefits 872,746,653 804,940,558
General and Administrative 178,719,944 143,327,560
Maintenance 245,795,000 243,660,205
Electricity 841,484,249 330,069,310
Consumables 41,000,000 30,016,495
Miscellaneous 46,294,994 36,192,296
Depreciation - -
Total Current Expenses! 2,226,050,840 1,588,206,424
7 ah eVatern1996:; B Ccomniteds
Capltal Expenses B
Goods 152,935,000 106,057,174
Works 160,000,000 158,102,230
Others 50,000,000 -
Total Capital Expenses 362,935,000 264,159,404




Ravir Saida Water. 1997 1

= Accrued s,

i Collected s

1Current Revenues
Water Sales
_2iMiscellanecus
3{Extracrdinary

Total Current Revenues
Current Expenses
4Salaries, Wages and Benefits
5|General and Administrative
6|Maintenance
7 |Electricity
8|Consumables
9|Miscellaneous
0|Depreciation

HSald -" V3 é@;gg?

1,789,869,960
480,035,369

1,699,010,556
450,737,178

Total Current Expenses

2,269,905,329

‘9" =t
527,718,122
125,703,332
313,656,659
828,861,620
207,766,171
171,288,686
| 3,000,000

2,149,747,734

513,805,877
117,132,407
309,370,159
828,861,620
188,644,041
161,403,231

3,000,000

2 177 994 590

Capltal Expenses
Goods

12{Works
13

Others
Total Capital Expenses

2,112,217,335

331,285,560 295,595,565
265,780,288 265,157,488
597,075,848 560,753,063

.'r""n“



Miscellaneous
Extracrdinary
Total Current Revenues

Current Expenses

vensiaiiy Saida Water 1996 - o Accrued e o Collected samy
Current Revenues
1[Water Sales 1,730,255,800 1,586,263,800

Salaries, Wages and Benefits
General and Administrative
Maintenance
Electricity
Consumables
Miscelianeous
Depreciation
Total Current Expenses

128,489,369 128,197,091
943,981,853 043,681,853
2,802,727,022 2,658,442,744
e, E:
533,073,972 470,094,718
138,292,299 108,095,108
211,648 601 208,446,597
510,441,650 510,441,650
621,714,813 621,554,123
56,065,665 56,065,665
3,000,000 3,000,000

2,074,237,000

1,978, 697 862

Capltal -Expen‘ses

Goods
Works

Others
Total Capital Expenses

241,873,456 118,254,926
75,678,680 69,513,680
4,843,600 4,843,600
322,395,736 192,612,206




374 Koura Water 1996 o8y

7 Accrued

" Collected <+

-—

11
12
13

Current Revenues
Water Sales
Miscellaneous
Extraordinary

1,370,804,000

948,039,135

Totat Current Revenues

1,370,804,000

NV S0 IR e Com

Current Expenses
Salaries, Wages and Benefits 209,914,445 97,215,457
General and Administrative 100,600,000 58,960,420
Maintenance 248,000,000 245,737,000
Electricity 392,000,000 250,000,000
Consumables 147,100,000 108,282,440
Miscellaneous 37,500,000 -
Depreciation - -

Total Current Expenses| 1,135,114,445 761,195,317
Capital Expenses P
Goods 55,000,000 47,961,710 '
Works - -
Others - -

Total Capital Expenses 55,000,000 47,961,710

FEANY



< Dunnihye Water 1997 - |2 L Accrued 55| +55 Collected 355
Current Revenues

1|Water Sales . 665,575,000 380,022,400

2|Miscellaneous 506,292,256 390,302,267

3iExtraordinary

Total Current Revenues

Current Expenses
4(Salaries, Wages and Benefits
5]General and Administrative
6|Maintenance

7 |Electricity

BliConsumables
SiMiscellaneous

O |Depreciation

RS DUNVEIWAtEr 99

503,588,710
75,645,366
274,626,958
80,000,000
6,066,000
122,559,040

1,171 867 256

770, 324 26?

487,055,643
75,161,935
274,626,958
18,283,530
6,066,000
57,360,447

Total Current Expenses

1 062 486 074

918 554 513

Capital Expenses
11|Goods
12|Works
13}0Others

51,819,457

51,835,832

Total Capital Expenses

51,919,457

51,835,832




caiidviDunninye Water 1996 0 o | Accrued: i s Collected i
Current Revenues }
1|Water Sales 394,797,000 222,925,000
2|Miscellaneous 408,876,555 241,738,070
3{Extracrdinary -

Total Current Revenues 803,673,555 464 661,

070

§
[

Current Expenses

4|Salaries, Wages and Benefits 280,292,460 269,349,175
51General and Administrative 56,510,690 48,700,690
6| Maintenance 182,307,205 182,307,205
7]Electricity 40,000,000 -
8{Consumables 999,000 899,000
9|Miscellanecus 48,480,000 14,100,010
10| Depreciation

Total Current Expenses 608,589,355 515,456,080
SEESREDUbnNYEWateR 90 I Committed S E); ;

. Capital Expenses

11]Goods 19,348,365 19,348,365

12 Works - -

13|0thers - -
Total Capital Expenses 19,348,365 19,348,365
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ANNEX 8
CORPORATIZATION AND PRIVATE SECTOR PARTICIPATION:

BEST PRACTICES

Relevant International Experience In The Water Sector

Focus On UFW Reduction As A Result Of PSP

Based on international experience, private operators have had some dramatic successes in
reducing UFW:

* In greater Istanbul, UFW was reduced from 55% to 40% in the course of
18 months.
* In Santiago, Chile, a service contractor helped reduce UFW from 28% to

22% between 1990 and 1994.

*  In Macao, a private operator reduced UFW from 20% to 12% between
1985 and 1993.

*  In Mureia, Spain, a private contractor reduced UFW from 48% to 26%
over 3 years.



Specific demand management policy options along with country examples are
presented below:

Mexico City, Mexico In 1989, the Government adopted a strict set of nationwide
efficiency standards for household plumbing fixtures and
appliances. It replaced 350,000 toilets with 6-liter models
(as opposed to the conventional 16 liters), saving enough -

| water to meet needs of 250, 000 resrdents goal of cutting per
_caplta use by one sixth by 1996 through pncrng. eduoatlon
R : - | retrofitting and efficiency standards. -

Southern California, USA | Metropolltan Water District pays | member agencres $125 for
e T L i - | 'each 1,000 cubic meters they save. Conservation pollcy has
.reduced annual demand by 541 million cubic meters, or the
AR _ - .. | equivalent of the supply for 885,000 households. .. " .-

Beijing, China -+ | New pricing system links charges with water consumption;
R o S 992 regulatnons set quotas on consumphon and authonzes
fines for exceeding them. . .

Unaccounted-for water was reduced by 10% through leak
.repalrs and conservatlon promotlon wrth hlgher water pnces
oL ‘and public education; .. e Gl o
Massdchusetts, USA - : Total demand deceased by 16% asa result of ..
SECE LTRSS L comprehensrve retroﬁt water audlts leak detectlon and
IR A : , education programs. . s
Bogor, Indonesia 7 - | Water fees were increased by approxmately 30 percent

: A R wrth a view to reducmg demarid.: Consumption: decredsed.

Singapore

Melbourne, Australia

- 'chmbmg above the Ievel of 1980 allowmg constructron
| new water works to be postponed and saving $50 million
: |-/A-water conservation program (consrstrng of higher prices
ifeducatron and distribution 6f watér-sa ving devi ces ; and
e ‘_\water conservatlon kltS) decreased per caplta use by 10

percent N R




Examples Of Private Sector Management Of Water And Sewerage
Services

Examples Of Management Contracts

The Gaza Strip

In August 1995, the President of the Palestinian Authority requested the Bank to assist
improve the management and perfornance of water and sanitation services in the Gaza
Strip. Even though the Gaza Strip is only 45 kms. long and about 10 km wide on
average, these services were provided by 17 municipal governments and village councils.

As a result of three decades of military occupation, services were deficient, staff few and
inadequately trained, infrastructure deteriorated as a consequence of insufficient funding
for operation and maintenance, and the groundwater resource, the only available source
of water other than purchase from Israel, overdrawn and contaminated by urban

wastewater and agricultural chemicals.

Because of the extent of deficiencies, the Bank recommended that an internationally
experienced water utility operator be contracted to assist the local governments improve
the quality, quantity and management of water (and sanitation) services. A second
objective, although not part of the contract, was to unify management in a single regional
water and sanitation utility company serving all of the Gaza Strip.

A performance-based management contract was awarded to a French-Palestinian
consortium who commenced work in September 1996. The 4-year contract provides for
a base fee plus a performance bonus of approximately half the base fee. At the end of
each year of the contract, independent technical and financial auditors assess the
contractor’s achievements against a range of weighted performance targets.

After one and a half years, progress has been rated fully satisfactory. Water supplies are
safely chlorinated, thousands of meters have been installed and billing efficiency
substantially improved, hundreds of kilometers of pipes have been mapped and surveyed
for leakage and illegal connections, pipes and spare parts have been procured to
rehabilitate the systems, and progress has been made in establishing customer records,
documenting operating and maintenance procedures, and training of staff to competently
perform their duties. The contractor expects to fully meet the performance objectives by

the end of the fourth year.

With support of the Palestinian Water Authority, the contractor and the World Bank are
now addressing the institutional agenda so that a more sustainable arrangement can be

left in place at the end of the contract.



Puerto Rico

In mid-1995, the Government of Puerto Rico negotiated a five-year contract with a
private operator to manage the Puerto Rico Aqueduct and Sanitation Authority (PRASA).
Before the contract, UFW was 45 per cent; the ratio of employees per 1,000 connections
was six; water was supplied, on average, only 6 hours per day; and only 50% of the
population received coverage. Also, PRASA's financial performance was very poor, with
revenues not covering expenses and total losses exceeding US$300 million between 1990
and 1994. The Puerto Rican Government’s total cash subsidy to PRASA amounted to

US$144 million in 1994 alone.

PRASA negotiated a five-year management contract with PSG, a private company.
Under the contract, PSG assumes responsibility for commercial water and sewerage
operations, treatment, and customer services, as well as implementing the maintenance
program and developing investment plans. PRASA was to pre-approve all plans
submitted by PSG and to continue providing funds for maintenance and rehabilitatio. As
typical under a management contract, PRASA also maintained responsibility for
implementing capital works with PSG’s assistance.

The fee structure provides PSG with a strong incentive to reduce non-labor costs and the
number of employees, Other incentives in the contract include a share of the increase in

collections from existing customers.

The rehabilitation, modernization, and expansion of the water and sewerage system
required US $1.6 billion in investment. This is the responsibility of PRASA, the bulk of
the funds to be financed by the government. The government is to provide US$ 45.5
million per annum for maintenance, and $25 million for capital expenditure for the term
of the contract. In the long-run, improved profitability, if achieved, will enable PRASA to
self-finance the investments or to borrow from the private sector.

A five-year contract was agreed upon although PRASA had originally considered a ten-
year contract. The term was decided mostly in consideration of the: federal tax law in
place in 1995 and its influence on bonds issued by PRASA.

Prior to signing of the management contract, PRASA, with PSG’s assistance, negotiated
a five year, three-way labor contract with the union. The contract contains an agreement
between the labor union and PRASA and a side agreement between the union and PSG.
The agreements include: special leave packages for workers opting for early retirement,
wage increases and bonuses upon PSG’s assumption of management, specific years for
wage increases, etc. This arrangement with the union seems to have contributed to
minimal labor disputes often following the introduction of Private Sector Participation

(PSP).

Cartagena

The public municipal water and sewerage utility of Cartagena (EPD) was notorious for
chronic inefficiency, excessive political interference, and poor service delivery. Prior to
the private sector becoming involved, water supply coverage was 70%, and 40% of the
population served experienced water rationing. The central government unsuccessfully
attempted a series of restructuring programs to improve its performance.

Tehn



In October of 1993, it was finally decided that EPD was to be liquidated. Amid strong
opposition from EPD’s labor union, the Govemment financed voluntary retirement
program and reduced the number of EPD staff from 1,200 to 600. A new mixed capital
company, ACUACAR, was constituted on December 29, 1994,

ACUACAR is jointly owned by the District of Cartagena (50%), AGBAR (45%), and
other private shareholders. ACUACAR and the city of Cartagena signed a 26-year
operation and management contract. Under this contract, the District of Cartagena
retained ownership of assets and the responsibility for investments for expansion and
coverage of services. However, ACUACAR was able to undertake such investments

given prior tariff increases authorization for cost recovery.

AGBAR's compensation consists of a fixed percentage of total revenues plus dividends
from ACUACAR's profits. In addition, pension obligations were assumed by the
municipality. This shift in pension liabilities is a major contributor to the company's
positive financial results.

In Cartagena, the public utility had made no investments during the eleven years prior to
turning operations over to the private sector. When ACUACAR took over operations,
new commercial and accounting systems were implemented within a few weeks.
Furthermore, ACUACAR computerized all administrative workplaces within the first
three months of operation and opened seven new customer service centers. This resulted
in a drop in billing complaints from 4% at the start of operations to 2% by September
1995. Three-fourths of these complaints were resolved immediately.

‘During the first six months of private operation, ACUACAR (i) experienced revenue
increases as well as cost reduction; (ii) invested about $4 million as part of a $8 million
emergency investment plan (funds came from cash flow generation, equity and
commercial credits); (iii) improved the collection rate from 50% to 82%, and metering
increased from 56% to 61%; reduced the number of workers from 600 to 385 (compared
to the original 1,200); and (iv) enhanced the quality of water through better chlorination.

Although the management contract calls for the creation of an investment fund to finance
system expansion, this instrument is unregulated and its mechanisms for financing and
functioning are not clear. Present tariff levels are not consistent with investment needs,
but the operator accepted the current low tariffs for the initial two years as a way to
facilitate negotiations. The public utility made no investments during the eleven years
prior to turning operations over to the private sector, and it is estimated that about $250
million will be needed over the next five years. Despite the fact the ACUACAR
undertakes no investment obligations, future investment depends much on ACUACAR’s
access to long-term financing since the municipality of Cartagena is not sufficiently

strong financially to raise capital.

Trinidad and Tobago

The Water and Sewerage Authority (WASA) of Trinidad and Tobago, a publicly owned and
managed company, provides service to the island’s 1.27 million inhabitants. On average, water



was available for less than twelve hours a day. About half the water was unaccounted for and
only one percent of the 240,000 customers were metered. In early 1994 a private operator was
recruited to take over WASA's operations.

In parallel with the recruitment process, the government implemented a series of
initiatives to improve WASA’s economic viability. These consisted of (i} a 35% tariff
increase applicable only to customers that received water for more than 12 hours per day;
(ii) a reduction in staff through voluntary separations and retirements; (iii) the assignment
of the Water Resources Agency (the division of WASA responsible for water quality) as
an independent government agency; and (iv) the amendment of WASA’s authorization
act to accommodate a private sector concession.

The Government of Trinidad and Tobago has adopted a two-phase approach to
privatizing its water services. In the first phase (interim operating arrangement), a pre-
concession or enhanced management contract, was recently awarded through a
competitive bidding process. Under the five-year management contract, the private
operator would provide a management team to meet operational, maintenance, and
performance targets and follow an agreed business plan over the term of the agreement.
The operator would collect service fees on WASA’s behalf and fund any operating
deficits through a loan to WASA, giving the operator an incentive to minimize deficits.
The operator would be required to make available to the government data it needed in

order to design a long-term regulatory regime.

In the second phase (permanent operating arrangement), the incumbent operator is given
the first priority in negotiating a concession. Moving to the long-term concession would
shift responsibility of financing capital expenditures to the private operator. The first
phase would allow for the benefits of private involvement, while allowing the
government to develop the terms and conditions to sustain the longer-term concession.

The management contract took effect in April, 1996 after the new elected government
had time to examine an endorse the contract. During the initial 12 months of the
management contract, management’s main focus was a deterrnined assault on leaks. A
total of 32,000 leaks have been repaired since April 1996. Also, management is planning
to install 60,000 meters in one year, starting in 1998 and continuing at the same pace until

all 260,000 properties are metered.

Examples of Lease Or Affermage

Guinea

In August 1989, after attempts at restructuring the national water company had failed, the
Government entered into a lease arrangement for private sector operation of water
services in the capital city (Conakry) and sixteen other towns. Two new companies were
created: a state-owned water authority, SONEG, and a water management company,

SEEG.

SONEG owns the urban water supply facilities. It is also responsible for sector
development, including planning and implementation of new investments, setting tariffs

f“"‘].



and servicing of the sector’s debt. SEEG is jointly owned by the state (49%) and a
French private consortium (51%). SEEG has a 10-year contract with SONEG under
which 1t is responsible for operating and maintaining urban water supply facilities, billing
customners, and collecting charges. The private partner provides management services to
SEEG through a separate management contract.

Investments in new supply capacity (external to the lease) have brought about a
substantial increase in access to safe water, from 40% in 1989 to 52% in 1994. Water
connections increased from 16,500 in 1989 to 33,500 in 1995, and metering increased
from 5% to nearly 95% of all connections. The most recent access figure is 65%. Tariffs
were progressively increased, and SEEG's water revenue grew almost ten-fold between
1989 and 1994. In order to make the tariff increase gradual, the difference between tariff
revenue and costs was funded by an [DA credit in the initial years of the lease.

However, there seems to have been a problem in coordination between SEEG and
SONEG, and this has been one of the major reasons why unaccounted-for water has
remained at a high 40%. SEEG is responsible for new connections and operation and
maintenance of portions of the pipeline network not exceeding 160 millimeters in
diameter. SONEG, on the other hand, is responsible for financing and contracting for
extensions and major rehabilitative works over the entire network. This division of
responsibility indicates that both SEEG and SONEG have some capacity to influence the
rate at which connections are added as well as reductions in unaccounted-for water.

In fact, the water supply system did not improve or expand as expected; new connections
to the system were added slowly and unaccounted-for water remained high. Each of the
two entities had a tendency to atiribute slow progress to the other’s failures. The net
effect has been that the lease has come to approximate a management contract, under
which the commercial risk borne by the private party is reduced. It should be mentioned,
however, that, in June 1997, SEEG appointed a new management team and the
relationship between SEEG and SONEG seems to be improving. At the same time,
SEEG is taking some measures to deal with water loss issues, including a systematic
research of illicit connections.

Another problem has been that about 1/3 of the connections are inactive for non-payment,
mostly as a result of the substantial rate increase from $0.24 in 1989 to $0.90 in 1995. As
part of the lease arrangement, the government had agreed to raise tariffs gradually to a
level that covered operating expenses and yielded an acceptable financial return on
system assets and on the lease contractor’s equity.

Murecia

In order to deal with water shortage and other problems, a new water utility (100%
owned by, but separate from the municipality) was corporatized. The problem not
solved, the Government decided in 1988 to bring in private capital. A 50-year affermage
was granted to Aguas de Murcia (51% municipality, 49% private). The firm was
required to generate enough cash to finance investment, although a grant was also
available from the EU and other sources. The company’s cumulative investrment between
1989 to 1995 was about $48 million, of which $36 million came from external sources.



The overall result was quite positive; (i) UFW was reduced from 46% to 25% due
primarily to proper metering; (ii) water consumption was reduced by prohibiting the use
of potable water for gardening; (iii) tariff increases were marginal, rising by 21% from
1989 to 1994 whereas the inflation rate was 27%. (Although this decrease in tariff was
not a direct result of private sector participation but a consequence of public subsidies,
the company’s good managerial practices were an important factor in obtaining these
public subsidies); (iv) the number of employees remained 213 despite the expansion in
operations; (v) profit increased from -400 million pesetas to +300 million in 1994.

Another notable result has been improved customer relations and labor-management
relationships.

Examples Of Concession

Buenos Aires

A 30-year concession was awarded to Aguas Argentina, an international consortium led
by Lyonnaise des Eaux, in May 1993. OSN, a public company, was the initial service
provider. Some of the activities previously under the control of OSN but not related to
the provision of water supply and sewerage services ( i.e. drainage, control of industrial
water pollution, certification of sanitary devices, etc.) were excluded from the
concession. An independent regulatory authority, ETQOSS, was created to assume OSN’s
related responsibilities. Primarily, it was charged with the oversight of concession
contracts from the standpoint of service quality, public rights, tariffs, ete.

The total population of Buenos Aires was 8.6 million in 1991, of which only 6 million
were connected to the public water supply. The idea of dividing the concession area into
two was rejected because such division would have delayed the whole process (i.e. time
and investment for physical separation and metering of transferred water, etc.) and
affected the integrity of the system. The difficulty in this breakup was also due to the
involvement of Government at several levels. Hence, OSN was privatized as a single
entity. The case of water sector is in sharp contrast to many other sectors in Argentina,
where de-monopolization was carried out extensively prior to privatization.

The final choice of a qualified bidder was based a rate level compared to the current level
(the K factor). Aguas Argentina was selected as the winner since it presented the lowest
number for the K factor (0.731 = reduction of existing rate by 26.9%). Even after the
13.5% rate increase that was granted to the concessionaire in July 1994, the tariff remains
well below that prevailing in early 1993 in nominal terms (by 17%). The 13.5% increase
was granted to cover, among other things, costs associated with the immediate closure of
endangered wells and the connection of households that had relied on these wells to the

network.

In terms of labor, all OSN employees had to be employed by the concessionaire on the
basis of existing contracts and no labor retrenchment took place in preparation for the
concession. Seventy six hundred employees were transferred to the concessionaire, of
which 1,600 accepted a voluntary early retirement (financed by the central government at
a cost of about $32 million) and another 2,000 were separated through a concessionaire’s
own retirement program at a cost of $50 million. In total, the workforce was reduced by



nearly 50% within six months of the start of operations by the private operator. (Average
salaries for remaining employees were increased by approximately 40%).

The contract did not include any specific investment requirements. Instead, performance
targets were set for various parameters and time frames. At the end of the duration of the
contract, the coverage was to reach 100% (from 70%) and unaccounted-for water was to
be reduced to 25% (from 45%). These coverage targets imply an increase in the number
of connections of about 1 million inhabitants every five years for the first half of the
concession (a total cost of US$ 4 billion).

Between 1993 and 1995, Aguas Argentina incorporated some 30,000 illegal connections,
reduced energy expenditures by 10% and chemical costs by 44%, and tumed an annual
loss of $26 million into a profit of $54 million. The ratio of number of employees per
1,000 connections decreased from 8 to 3.5. Within a year after the appointment of an
operator, and for the first time in many years, the city did not experience water shortages
during the summer months of peak demand. Furthermore, water quality was improved,
average time required for repair was reduced from 180 hours to 48 hours, some 125km of
water distribution pipes and 2,600 valves were rehabilitated or renovated, and about
1,000 km of sewage collection pipes were cleaned.

Yet, about 90% of residential consumers are not metered. Under the concession contract,
Aguas Argentina has little incentive to promote efficient water use by residential
consumers. In the situation where pressure for capacity expansion is low, a massive
increase in metering coverage could have a negative effect on net revenues, given the
expected reduction in water consumption. The concessionaire and the regulator are
looking into this matter. Meanwhile, they have agreed to install 2 minimum of 80,000

meters per year.

Manila

Despite abundant rainfall and the expansion of infrastructure over several decades,
scarcity of water resources of adequate quality was a pressing issue in Manila. The
problem was not one of simple water scarcity, but of the inability of the public agencies
to provide the services. As of 1992, only 62% of Metro Manila’s population of 13
million had access to supplies from the Manila Metropolitan Waterworks and Sewerage
System (MWSS), which was perceived a failure of the public utility. This sense of
failure provided the basic incentive towards privatization. The Presidency took a strong
initiative in June of 1995 by enacting the Water Crisis Act that gave it all the authorities
related to the privatization of MWSS for six months. After the privatization, MWSS was

turned into a regulatory body.

An important factor is the significant downsizing that took place in MWSS before
privatization. Of the 8,000 employees, 2,200 were laid off with a government-funded
severance package. The administrator of MWSS, appointed by the President, was very
dedicated and contributed much to the privatization process by smoothing the

negotiations among various parties.



The water authority’s territory was split into two (East Zone and West Zone), and two
concessions were granted to two separate firms. The split was intended to increase
competition. And the initial intention was to split the area into more than two parts, but it
was concluded that there would not be enough private sector participants with sufficient
skills to justify it. Four groups participated in the bidding process, and the lowest bid
was at only a quarter of the existing tariffs (9 cents/ m’ ). The result of the bidding was as
follows:

East Zone

1. Ayala, Northwest, Bechtel (26.4% of the existing tariff)
2. Aboitiz, CGE, Marubeni (62.9%)

3. Metro Pacific, Anglian (64.5%)

4. Benpress, Lyonnaise de Eaux (67.8%)

West Zone

1. Ayala, Northwest, Bechtel (28.6%)

2. Benpress, Lyonnaise de Eaux (56.6%)

3. Aboitiz, CGE, Marubeni (56.5%)

4. Metro Pacific, Anglian (66.9%)

In the East Zone, the Ayala, Northwest, Bechtel group was selected due to its lowest
tariff level proposed. In the West Zone, Benpress, Lyonnaise des Eaux group was
selected despite its second lowest tariff level since an operator different from that of the
East Zone was needed to be selected for future competition. Operation by the private
operator began on August 1, 1997.

Tariff levels decreased considerably after privatization. Before the privatization took
place, West Zone customers are currently paying 4.96 pesos/m® and the East Zone
customers are paying 2.31 pesos/m’, while the tariff in the entire city of Manila was 8.78
pesos/m’ prior to privatization. There has been some controversy concerning the east and
west sides of Manila being charged different rates, but this was driven by the bid process
as defined by the Government, and the decision not to allow the same group to manage

both sides of the city.

Example of Sale

England and Wales

The pre-privatization structure of the industry was established by the 1973 Water Act.
The philosophy then was that each of the ten regional water authorities would plan and
control all uses of water in each river catchment area, though for scale and scope
economy reasons, each authority was responsible for more than one river basin.

As to the relationship between the central and local governments, water authorities came into
possession of substantial physical assets in the form of water mains, sewers, treatment works, etc.
after 1973, with no compensation for the loss of assets paid to the local authorities. This issue
became controversial in privatization since the proceeds were expected to be derived only by the

central government.

M,



The ten water authorities in England and Wales were privatized in November, 1989. The
number of people that the water companies serve ranges from 1.2 million to 7.2 million.
These water authorities were restructured not only in the limited period prior to
privatization, but throughout the 1980’s. In 1983, the original local government-style
boards of management were removed and much smaller nationalized industry-style
boards were introduced. This was done with the overt purpose of bringing about a more
commercial style of management to the water authorities, aimed largely at sharpening
their managerial efficiency and their reaction to the needs of customers. Meanwhile, new
chief executives and finance directors from the private sector were recruited by the
relevant Secretary of State for a number of water authorities.

The number of employees decreased by about 30% by the time of privatization. The water
authorities were strongly encouraged to improve their profitability and efficiency so that the
shares become attractive to buyers prior to privatization. At the same time, the environmental
regulatory responsibilities of the water authorities were transferred to the National Rivers
Authority. The remainder of the water authorities, covering the ownership and operation of water
and sewerage, were restructured as water service public limited companies and then sold on the

stock exchange.

Because large investments were necessary and water sector privatization was a new territory for
the government, privatization took place on terms generally favorable to shareholders in order to
ensure that the public flotation would succeed. In this situation, the government wrote off most
of the debt of the public companies, and the direct net effect of the sale of water companies is
estimated to have resulted in a deficit of about 0.3% of GDP.

During the six years after privatization, the water companies have invested about £17 billion in
the sector, compared with £9.3 billion during the six years prior to privatization. In terms of
volume, the government targets have been realized. However, as to efficiency of these
investments, the result is not as favorable. Efficiency is closely related with the England’s special

regulatory methods for the water companies.

One important innovation in the English system is the use of price caps. The price caps set the
maximum prices that the water companies can charge for the next five years (different price caps
for different companies). The formula for the price cap is:

RPI (Retail price index) +K

where K is a company-specific number that limits the permitted annual increase in average
charges above the rate of inflation. Each company was given a specific K profile for ten years. K
can be considered to be composed of - X (efficiency factor) + Q (improvements in quality). By
not using rates of return, these price-cap methods were supposed to encourage cost savings, since
the company has incentives to lower costs. However, many consider that the levels of K for
water companies were set too high to give them incentives to improve efficiency in the first

regulatory cycle (1989-1994).

Another characteristic of the English system which is closely related with the price cap is the
concept of yardstick competition. Water companies are the main source of information for the
regulator. The information monopoly could provide the utilities with opportunities to manipulate
the information given to the regulator. Yardstick competition can address the negative impact of
this information monopoly. The regulator sets the price caps on the basis of comparative data



from similar utilities in the UK or abroad.

The real average residential water and sewerage bill has gone up by 28% since privatization. (It
should be noted, however, that water utilities in the United Kingdom must meet the water quality
standards of EU without subsidies). Meanwhile, the profitability of the water and sewerage
companies has increased substantially between 1990 and 1994, although this is said to be
attributable, at least in part, to the manner in which the price caps were established.

One of the major efficiency gains has been the reduction in the number of employees. Sharp
reduction in employees took place before privatization in 1989. Even after privatization, the
number of employees per water and sewerage connection declined from 1.15 in 1989 to 1.01 in
1994. In spite of this decrease in the number of employees, real sector operating costs per unit of
water actually increased after privatization.

Privatization has had little impact on the reduction of unaccounted-for water. Leakage in
the 10 water and sewerage companies ranged from 20 to 38 percent of water production
in 1994, The water companies spent only about 7% of their investment for the
rehabilitation of their distribution networks. Apart from physical leakage control, little
was done to use demand management measures, such as metering residential customers,
recycling and encouraging the use of low water use appliances.



Benchm:;_nrks of International Practice in the
Distribution of Water

Table B-1: Annual Water Consumption

Countries Water Consumption
Country/City Year Iped m>/m/c
Algeria (average) 1990 46 N/A
Brazil (average) 1989 151 25 af
s Brasilia 1689 211 60 b/
e Sao Paulo 1988 237 38 ¢f
e Sta. Catarina 1990 143 22
e Minas 1990 154 25
Chile
« Santiago 1994 204 34 d/
. 1992 N/A 23
* Valparaiso 1990 260 33
China, Changchun
Colombia, Bogota 1992 167 30
Costa Rica 1991 208 29
1994 197 26
Cote d’ Ivoire, Abidjan 1993 N/A 34
N/A 36
Senegal, Dakar 1993 N/A 29
Belgium, Brussels 1891
431 82
Canada (average) 1984 256 75 of
France, Paris, C. Banlieue 1887 355 57
Japan, Tokyo 1990
Spain
s Alicante 1987 267 16
*  Murcia 1992 268 33
UK (average) 1990 136 18
USA (average) 1984 666 89

N/A = data not available
One connection serves more than one housing unit.

Note:

a2/ 1.3 units/water connection
b/ 2.3 units/water connection
¢/ 1.4 units/water connection

d/ 1.1 units/water connection
e/ 3.5 units/water connection




Table B-2: Experience With Pipe Breaks |

Country/City Year Pipe Breaks
(Nof
100km/yr)

Chile, Santiago 1994 3

Columbia, Bogota 1994 187

s

* Minsk 1993 70

e Gomel 1993 25

Belgium, Brussels 1991 21

Singapore 1990 17

USA (average) 1590 17

s Denver, Colorado 76-83 7

 Oakland, California 73-82 16

(EBMUD)

Note: a/ Down from 39in 1991.

* Source: Yepes, Guillermo, Water & Wastewater Utillties, World Bank, 1996




Table B-3: Unaccounted For Water (UFW)

- Water Water Losses
Country/City Year Losses m’/day/km d.s.
% UFW
Brazil (average) 1989 39 42
e DBrasilia 1989 16 27
s Sao Paulo Metrop. Area 1992 40 a/ 70
s S. Catarina 1990 45 n.d.
e Minas 1990 25 n.d.
Chile
s Valparaiso 1990 4] n.d.
e Santiago 1990 28 52
1994 22 44
Colombia, Bogota 1991 40 135
Costa Rica 1991 45 n.d.
Ivory Coast, Abidjan 1993 17 n.d.
Algeria, Annaba 1992 35 n.d.
Gambia, Banjol 1993 27 n.d.
Guinea, Conakry 1993 53 n.d.
Senegal, Dakar 1993 29 n.d.
Ghana 1988 49 n.d.
Morocco 1950 32 n.d.
Nigeria
o Katsina 1990 44 n.d.
e Kaduna 1990 41 n.d.
Togo 1990 22 7
Turkey
e Bursa 1991 62 n.d.
Ankara 1988 45 n.d.
Pakistan, Karachi 1989 40 nd.
China, Changchun 1990 40 n.d.
Philippines, Manila 1988 59 n.d.
Thailand, Bangkok 1990 33 73
France, Bordeau 1982 15 n.d.
Canada (average) 1584 15 16
Japan (average) 1950 11 13
e Tokyo 1690 15 35
Maczo 1998 | 6 "y
gg;g]ﬁp Murcia 1993 25 b/ 22
USA (average) 1984 12 17

Notes: a/ Up from 25% in 1988.
b/ Down from 45% in 1989.



Table B-4: Length of Sewer Systems

Country/City Year Unit length
mts/person mts/connec

Brazil (average) 1989 1.6 11.1 &/

o Brasilia 1989 1.2 11.9 b/
Chile

¢ Valparaiso 1992 n.d. 9.8

. Santiago 1990 1.4 7.5
Colombia, Bogota 1992 0.9 6.0
France, Bordeaux 1982 n.d. 10.1
UK., Wessex 1991 n.d 52

Notes: a/ 1.7 units/sewerage connection

b/ 2.4 units/sewerage connection

* Source: Yepes, Guillermo, Water & Wastewater Utilities, World Bank, 1996




Table B-5: Staff Ratios for Major Water Utilities

Belarus
e Minsk 1993 n.a. n.d. 56 n.d. 0.7
e Gomel 1993 n.a. n.d. 20 n.d. 0.3

Belgium, Brussels 1992 3.2 n.d. 105 3.3 3.0

Brazil (average) 1689 6.5 5.0 47 1.9 a/ 0.8
e Brasilia 1989 13.5 7.1 54 1.3b/ 0.7
e Sao Paulo 1993 5.1 3.1 n.d. 2.1 0.8

Canada (average) 1984 2.0 n.d. 424 n.d. 1.7

Chile, Santiago 1990 2.1 1.1 191 4.1 2.5

Colombia, Bogota 1994 3.6 1.8 106 1.1 1.7

France, C. Banlieue 1987 4.5 n.a. 200 n.d. 2.2

Guinea (average) 1993 15.0 n.d. 8 n.d. n.d.

Ivory Coast 1995 4.8 n.d. 22 n.d. n.d.

(average) 1990 1.7 n.a. n.d. 7.0 1.7

Japan (average) 1991 2.2 n.a. 148 n.d. n.d.

Macao 1987 4.1 2.2 86 2.2 1.5

Mexico, Monterrey 1994 n.a. nd. 75 n.d. 0.5

Romania, Bucharest 1993 8.6 nd. 13 n.d. n.d.

Senegal (average)

Spain 1987 1.1 0.6 170 n.d. 1.9
* Alicante 1992 2.5 nd. 165 4.9 1.6
» Murcia 1990 224 n.d. 26 33 0.5

Togo 1992 4.6 n.d. 40 0.4 0.9

Turkey, Bursa 1990 2.7 n.d. 370 8.6 1.5

USA (average)

n.d. = data not available
n.a.= not applicable

Notes: 2/ 1.3 water units and 1.7 sewerage units per connection.
b/ 2.3 water units and 2.4 sewerage units per connection.

* Source: Yepes, Guillermo, Water & Wastewater Utilities, World Bank, 1996



Table B-6: Water Tariffs for Major Water Utilities

Country/City | Charge | Country/City | Charge | Country/City | Charge | ¢
(USS/m? (USS/m®) { US$/m’)
Austria Germany Luxembourg
e Linz 0.64 ¢ Berlin 1.00 ¢ Luxembour 1.34
e Salzburg 0.99 e Dusseldorf 1.56 g
s Vienna 1.07 e Frankfurt 1.66
» Gelsenwasser { 195 | Netherlands 0.94¥
Belgium e Hamburg 1.59 *  Amsterdam 117
* Antwerp 0.68 s  Munich 1.05 * The Hague 0.57
e Brussels 1.48 e Stuttgart 1'79 e Utrecht
e Liege 0.93 ‘
Hungary Spain 0.84
Denmark 0.72 » Budapest 0.21 * Madrid 0.90
e Aarhus 0'60 s  Miskole 0.72 e Barcelona 0.51
e Copenhagen 0'65 e Pecs 0.86 e Seville 0.46
o QOdense ) e Alicante 0.98
Italy e Murcia
Finland e Bologna
e Helsinki ?g? . Milar% g?g Switzerland 0.63
e Tampere e Naples 0. 62 » DBermne 2.12
e Rome 0.27 e Geneva 1.63
France 1.46 e Turin 0'25 e Zurich
s Banlieue/Pa 1.52 :
ris 1.20 Japan Ul.'litEd W 1.23
e Lyon 1.51 e Nagoya 0.41 ngd9m 1.72
e Marseille 0.72 e Osaka 0'25 . Brlstf)l 0.88
s Nice » Sapporo 0'57 e Cardiff 1.29
e Paris e Tokyo 0‘45 e London 137
e Yokohama 0'4 | » Manchester
: s Newcastle
Upon Tyne
Low Value (Milan) Us$ 0.13 /m?®
Average US$ 0.96 /m?® {:\'
High Value (Geneva) uss$ 2.12/m?®
Notes: a/ Average

b/ Metered Consumption

*Source: Yepes, Guillermo, Water & Wastewater Ulilities, World Bank, 1996




Table B-7: Personnel Costs vs. Operating Costs
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Table B-8: Progress in UFW Reduction
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Year of Program
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Table B-9: Accounts Receivable / Collection Period
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Table B-10: Working and Operating Ratios’
Kaduna
Qran
Bursa
Ghana

Minas Gerais
Bogota
Ankara

Seoul

Manila

Morocco

Pusan

FWDrking Ratic ggOperating Ratio J

! Working Ratio is Operating Costs (excluding depreciation and interest payments) over Operating
Revenues. Operating ratio includes depreciation and interest in the numerator.



Table B-11: Percentage Contribution To Investment
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Annex 9: Recommended Research Priorities

Taniff Studies for all Major Water Corporations. This is the basic study that all water
authorities need to do a minimum of every five years. Often it is combined with
Willingness to Pay Studies performed at the same time. Results are important when
considering investments and infrastructure alternatives and also provide valuable cost of
service information for tariff design and cost accounting. This is also an important study
for donors which look for the current and future financial trends it portrays.

Customer Attitude and Willingness to Pay Studjes. Detailed knowledge about customer
attitudes concermning water issues is very important to any water authority. Also
important to understand is customer’s willingness to pay (WTP) for service and what
level of service it desires. The best method to get this sort of information is to perform
periodic household surveys, and which contain a willingness to pay component.
Normalily surveys of about 1,000 representative households in any one city are
undertaken by professional surveyors and results submitted to rigorous statistical
analysis. Uses of the information from WTP surveys are typically used to gauge the
effect of tariff increases, to determine levels of service and reliability that customers
desire, plan the size of network extensions, and gain information about customers’
opinions of the water authority.

Cost Effectiveness of Universal Metering. Lebanon is behind the rest of the Middle East
in the application of universal metering. Other countries are already aware that, in arid
climates and water short regions, the metering of consumers is strongly recommended.
This is because metering is an easily understood efficiency tool that automatically
provides an incentive to both the utility and the customer to conserve water. Further, as
was illustrated in Annex 5 of this report, the payback period for a metering program is
relatively short. Finally, because of the high levels of inherent cash flow, a metering
program can facilitate cost effective contracting of the billing and collection function to

an outside firm.

Medium to Long Term Financial Projections for the Sector. Section ___ of the main
report states that very little work has Been done in understanding the sector’s finances.
The country needs to spend much more work in this area, including at both the regional
corporation as well as for the sector levels. Useful information would be gained on when
and how customers will assume their fair share of investment and debt service
obligations, how large multi-use or multi-regional investments can be best financed, or
how to choose among donors’ lending instruments to find the most cost effective
financing plans. With longer term financial information, it should also be possible to
better match investments and financing terms (e.g., mobilizing more long term financing
from non-donor sources).

Feasibility Studies for Contracting Operational Activities. Lebanon has a tradition of
private sector participation. Yet, the water and wastewater sectors are strangely lacking
in this regard. It appears that many opportunities for private sector participation exist
(e.g., billing and collection, maintenance and repairs, laboratory work, etc.) and Lebanon
needs to fully explore both the cost and efficiency aspects of their increased use.
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Regional Supply & Demand Studies. All of the country’s water supply and demand
figures are out of date. In part, this is because many of the meteorological stations need
to be replaced or updated, as well as river and stream gauges. In addition, there needs to
be a proviston for systematic measuring of snowpacks and groundwater resources. One
the basic data is available, then extensive computer modeling work needs to be done to
predict water supplies under different weather patterns and pollution loads. Especially
lacking in this area is information on groundwater supplies, both from a quantity and
sustainability viewpoint. On the demand side, a lot of work needs to be completed
regarding the effects of an absolute expansion in irrigated land, as well as the location of
these potential new networks. Also on the demand side, very little is known about urban
water demand, and especially the mix between surface and groundwater in different
seasons. Similar issues also exist for wastewater flows, both concerning the location and

end disposal sites.
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Managing Demand to Meet Supply & Financial Constraints. In a water constrained
environment as is typical in many of Lebanon’s regions, affordable water supplies are
quickly being exhausted. Supply augmentation is no longer feasible or desirable because
of the cost and technical difficulties. Therefore, work now needs to start on demand
management. This task includes technical and traditional measures such as leak detection
and a reduction in commercial UFW. However, it also encompasses items such as public
awareness campaigns, developing incentives/regulations for the installation of water
conserving devises, and improving pricing to better reflect water and wastewater value to
consumers. Water Authorities need to staff themselves with the appropriate skill mix for
an increased emphasis on demand management. This includes hiring more economic,
financial and public relations skills, as well as undertaking strategic studies to address
water demand in a comprehensive and holistic fashion.
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