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Ministry of Water & irrigatlon

'The Hashemile Kingdom

Water Aufhority of Jordan
Ref.  WA/1/2/20324 Date 04121996 g i
Mr, Harou IWAHQORI
Leader

Basic Desipn Study Team
Japan International Cooperation Agency (JICA)

Reference:  The Improvement of the Water
Supply System to Greater Amman

Dear Mr, IWAHORI

Enclosed herewith please find the following, including documents suppoiting WAY's
plan for financial improvements in order to achieve cost recovery at and after the date

of completion of the Project:
Attachment L,
Financial statemeats.

Attachment 2.

Answers to the pre-requisites as stipulated in the Minutes of Discussions.

Attachment 3,

WAJ's Audit Report 1995.
Attachment 4,

Annual Expenditures,

In addition 1o other related issues.

Best regards) ?
<

Eng. Koussai Quiteishat
Secretary General
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A Draft Study for the Improvement
of the Financial Efficiency of WAJ

Further to the negotiations held in Frankfurt on the 16 and 17 of Scptember 1996, and
the signed Minutes of Meeting, the Water Authority hereby presents its plan for the
improvement of the financial efficiency of the Water Authority which was agreed
upon under the heading “GREATER AMMAN WATER SUPPLY 1I” of the said

Minutes of Meeting.

This paper concentrates on a plan for the improvement of the financial efficieacy of
the Water Authority in Amman. The plan will be proportionally reflected on the
sector as a whole. The main reason for selecting Amman as a target to address such
an improvement plan is due to the fact that in 1995:

1. the number of subscribers was 265,000 (total number of subscribers was 579,000)
representing atmost 46% of the total number of subscribers; C

2. the billed water consumption has reached 43% of the total water produced; and

3. expenses represented more than 50% of the total expenses.

Introduction

In 1995 the Water Authority pumped 246.1 million cubic meters of water to various
govemorates. Table 1 represeats the total quantities of water produced to each
govemorate with the corresponding number of subscribers:

Table 1
Governorate | Water Supply | Percentage of Total Percentage
' in 1995 in - the Total Number of | of the Total
v : MCM Supplied Subscribers Number
Amman - 1065 | 4328 265,100 458
Zarqa 0328 13.33 077,600 - 134
Irbid - 0393 15.97 118,000 204
Mafrag - 016.5 - 06.70 021,100 03.6
Balga 0204 08.29 037,100 - 064
Karak 007.2 0293 024,200 042
Tafila ' 002.2 00.89 008,500 - 01S
Ma'an . . 020.2 . 08.61 026,400 04.6
Total 246.1 ~ 100.00 579,000 100.00

At the end of 1995, unaccounted-for-water was calculated at the rate of 54% with the
physical losses at approximately 30%. This is of course, as we all agree, a serious
problem in a country where shortage of water resousces, due to natural and unnatural
causes, can be considered as an icon. -
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The Water Authority is fully aware of this problem and admits its serious
implications on the technical soundness and financial viability of its services. To that
affect, the Water Authority has mobilised its own and other’s financial and technical
resources to address this issue.

In 1989, the Water Authority utilised part of the proceeds of the WB’s Loan No.
2694-JO, and launched its first three major contracts for the rehabilitation of Zarqa
city water network. The city water supply system was originally constructed under
KIW, USAID, WB and IDB “Zarqa Ruseifa Water and Wastewater Project”. The
scheme was successfully implemented. A recent pilot study concluded that the
physical losses were measured at 13%. The results, of course, are encouraging and lie
within the acceptable standard and can be very well used as an mdlcator to formu!ate
future plans and projections. : - :

Other rehabilitation schemes for the cities of Sult, Irbid, and Ramtha (financed by
EIB), are ¢ither implemented or are under-construction. EiB is also financing further
parts of the physmal rehabilitation of Amman water network.

KW, among other schemes, is heavily and actively mwlved in the technical and
financial improvement of the water supply system of Amman, lts comprehensive
approach addresses the problem facing the complex waterworks system right from the
source up o the charging point (end users). KfW has, thankfully, extended loans and
grants in various forms to comprehensively address deficiencies in the system through
the following schemes: :

e (ASTSUP KfW Sector Programme 11 Grant portion), towards the inventory,
monitoring, control, and protection of the groundwater resources all over the
Kingdom;

o (KIfW Sector Loan II), part of the proceeds of the programme was mtended
for the procurement of water meters with high accuracy at all flows

. particularly at low flow aiming at the reduction of administrative losses; :

o (KfW Grant Hydraulic Analysis of Amman Water Supply System), which
will eventually tead to a rehabilitation plan for conservation of both water
and electricity;

s (KI'W Amman Water Supply Loan I), physical rehablhtatmn of part ol‘
Amman waler nefwork and partially towards Operat:on Management
Support “OMS”;

¢ (CTA Grant), for timely and proper implementation of the new inv atments
in the physical rehabilitation of Amman water network through the Project
Management Unit “PMUY;

o (KfW Amman Water Supply [eminent] Loan II), phys:cal rehabilitation of
further parts of Amman water network and partially towards Operation
Management Support;

The above-mentioned schemes, in addition to the OMS scheme granted by GTZ were
thoroughly discussed during the appraisal stage of each project and solely meant to
address, inter alia, administrative, technical and financial shorifalls in the supply and
delivery systems.
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The nature and objectives of these new projects are very wetl directed and targeted.
The projected outcome of implementing such new investments will surely:

o reduce cost and expenses;
e increase revenues; and , _
] enhance lhe quantities of water available at no extra operational cost.

Towards the improvement of collection eﬂncnency, the Water Authority has recently

“concluded an agreement with GTZ/OMS. Under the said agreement, the Water
Authority ‘will contribute JD 192,000 while OMS’s contribution will be
approximately JD 50,000 in the form of management and advisory services. The
project goals and objectives are summarised as follows:

» Establishment of an up-to-date subscribers data base enabling the gegraphyical
location of subscribers under ANIS;

¢ Control unregistered subscnpuons that are never billed (lllegal house-
connections);
Cancel repeated subscnpnons
Enable more than one collector to work in the same zone and fexibility of
transferring him from one zone to another,

e Link water information with samtary information regardmg the location to follow
up on subscribers who were not charged the samtary disposal service fees and
“other cases of default; and

+ Reduce UFW by replacing malfunctioning water meters, determining meters

which were not read and sealing meters.

The project will commence as eatly as December 1996, the duration of the project is
15 months. It is expected that the project outcomes will lead to a considerable revenue
generatlon in fact OMS staff predicted that MJD 3-4 additional revenues, without
any major investment, will be generated

On other fronts for combatmg administrative loses, the Water Authority had, in 1995
and 1996, replaced about 60,000 water meters with more accurate new ones supplied
under KfW Sector Programme 1. The new water meters are capable of registering

rhuch higher pcrcehtage under low flows (15 Vh at an aceuracy rate of +5% to -25%).

Further more, the Water Authority is seriously discussing the involvement of the
private sector in its operation management activities in Amman. The terms of
reference for such an involvement is under careful analysis right now. The aim of this
new approach is to deregulate part of the sector for a specified number of years (for
example 4 years). Involvement on a larger scate could be achieved only after detailed
“evaluation and assessment of the techmcal ﬁnancnal and administrative performance
in the initial four years contract. '

As for the restructuring of the water tariff, the Water Authority has just completed the

survey to identifying consumption type i.e. domestic, commercial or industrial. Data
has already been downloaded into the central computer and draft reporis have been
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already issued. Any new restructuring of water tariff will take into consideration
consumption type. It is intended that a new structure will be presented for approval as
early as Sep. 1997. The effect of such re:.tructurmg on revenue will be apparent on
the balance sheet of 1998. 1t is assumed that a minimum of 10% of an additional
revenue will be generated by the enforcement of the revised structure. The new
structure, however, will introduce full maintenance and operational cost recovery
from commercial and industrial consumption. As for domestic consumption,
consumers with liteline consumption will be protected, ie. subsidised. Full
maintenance and operational cost plus part of the investment cost from big consumers
will be applied to allow for certain investment as well as to altow for the provision of
cross<subsidy. At the momeni, in-house discussmn is ongoing to define realistic

lifeline consumptlon There are two schools, one school suggesting that the lifeline
* consumption is 40 m3p’famﬂy13 months, other suggesting 50 m3/family/3 monlhs
(average family size is 7).

Tariff ‘Restructuring'

“It is agreeabfe that cost recovery and budget deﬁéir should not only be subjected to
treatment by tariff prescriptions but more accurately through carefil diagnosis of the
syndrome”.,

It is somehow true that the present water tariff structure is not recovering
~ maintenance and operational cost, but other measures, to complement ftariff, are
under-way to improve the financial performance of the Sector. However, in the last
two decades, many forms of tariff restructuring scenarios were thoroughly considered
to improve, along with other activities, the financial efficiency of WAJ.

A new approach is under serious discussion at the moment. The main features of this
approach is fo continue protecting the two lowest life-line consumptlon brackets in
the present sleucture namely <0-20> and <21-40>, {the average family size for these
brackets with fifeline consumption is surveyed as 12 members, i.e. equivalent to 36.5
lfe/d). Actual figures for 1995 show that the number of bills, consumption, and
revenue, as a percentage of the total, for the two lowest brackets were 64%, 26.81%,
and 11.39% respectively.

As for bracket <21-40> the rate per cubic meter will be reduced to, for example
0.130 JD/m3 and will be charged accordingly. Other brackets consumption will be
subjected to a new approach whereby the last cubic meter consumed will be charged
at the marginal rate. This approach will yield an additional amount of MID 2
(equivalent to 16%). The same approach will be used for wastewater tariff yielding an
additional amount of MJD 0.6 (equwa!ent to 18%).

It is also proposed that when the ﬁeld survey by OMS is completed a separate tarift
for commercial and industrial connections will be applied.

FROC\DonoesM Do 120596
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Draft Plan for Technical &
Financial Improvements

Scheme Expected | Expected | Total Qty |Aversge | New | Water Expected

Completion |Reduction| Produced | Water [UFW| Saved & { Average
Date of UFW in 1993 Teriff Sold Additional

o % M3 JOIM3 | % MM3  |RevenueJD

Physleal Lossey = - .~

Rehabititation of Amman 7 o

Network Contract A June 1997 T4 106,500,000 | 0.304 53 | 1,065,000 323768

Rchabilitation of Amman - 3

Network Contract 13 F<b. 1998 1 106,500,000 | 0.399 | 52 | 1,085,000 424,933

Rehabilitation of Amman

Network! Marga Sop. 1999 1 106,500,000 | 0.393 | 51 | 1,065,000 124,935

Rehahilitation of Amman ' R . S )

Network/ Hashmi Sep. 1999 1 106,500,000 | €399 | 50 { 1,085,000 424,935

Rehabifitation of Atnman

Netwosh/ Sahath Sep. 1999 1 106,500,000 { 0.3%9 | 49 { 1,065,000 124,935

Amman Telal Restructuring ’ :

and Rehabilitation Sep. 1998 3 106,500,000 | 0.399 | 46 13,195,000 1.274.803

Amman Tolal Restructuning

and Rehabilitation Sep. 1299 3 106,500,000 | 0.399 | 43 |3,195000 1,274,805

Awmoan Total Restruetining

and Rehabilitation Sep. 2000 3 106,500,000 | 0.339 | 40 | 3,185,000 1.274.805

Asnnan Tofat Restructuring

amd Rehabilitation Sep. 2001 3 106,500,000 | 0399 | 37 |3,195000 1.274,805

Adminfstrative Losses . - -

OMS Field Survey Dec. 1997 4 106,500,000 | 0.399 | 33 | 4,280,000 1,699,740

OMS Feld Survey Doc. 1993 4 108,500,000 | 0.339 | 29 | 4,260,000 1,699,740

Fifictent Management Dee. 1998 6 106,500,000 | 6.399 | 23 | 6,390,000 2,549,610

Efficient Management Dec. 1999 2 106,500,000 | ¢.392 | 21 [2,130,000 249 870

Efficient Management Dec. 2000 1 108,500,000 | 0.399 | 20 | 1,065,000 424,935

Efficient Management Dec. 2001 H 106,500,000 | 0.389 | 19 | 1,065,000 424,935

Saving in Electricity Dec. 1998 842,075

Saving in Electricily Do 1999 842,075

Saving in Electricity Doc. 2000 812,075

Saving in Flextricity e, 2001 842,075

Projectlon Endof2061] 35 19 |37,275.000 | 18,139,850
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General Remarks on 1994 &
1995 Financial Performance

In 1994, the Water Authority’s has nearly approached total recovery of maintenance
and operational cost. The total revenue and expenses were JD 40,090,328 and JD
41,919,786 respectively. In 1995 a new water and wastewater tariff with an increase
of 13.5% was introduced. Unfortunately this increase was totally absorbed by the
increase of the electricity bill coincided in the same year. The increase of both water
and electricity tariff resulted in reducing the percentage of WAJ’s recovery from
96% to 87%.

Summary of Assumptions for the
Improvement Plan for (Amman)

¢ UFWin 1995 54%
Physical Losses Estimated at 30%
Administrative Losses Estimated at 24%
Variable Costs for 1995 ] 1D 18,451,061
Wages &Salaries D 02,600,812

s Total Operating Expenses JD 21,0651,873"

Projections
Revenue in 1995 ID 12,652,166

Expected Additional Revenue
Due to the Reduction of UFW
(Physical Losses), (Table 2) JD 06,246,225

Expected Additional Revenue
Due to the Reduction of UFW
(Administrative Losses), (Table 2) D 11,045,556

Expected Additional Revenue
Due to TarifT Restructuring, (Table 2) ID 01,063,606

Expected Additional Revenue
Due to Reduction in M&D Costs,
(Table 2) ID 03,368,3007

¢ Projected Totat Revenue

EDOC DonorsM Doc 120596 12-16
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Attachment 2 ANSWERS TO PRE-REQUISITES



According to Minutes concerning items to be reatized before the Japanese would
further consider the expansion scheme presented herein are the answers to the
questions pased in said items.

L.

Pr(ijéct between Adasiyaénd Pump Station No. 1 of the Zai System,

Introduction

' _Thss pro jCCl is prcscntly "on hold" awanmg the rcsuIts of the modclmg of the entire

‘water schemes in the valley. Tth is dcpcndcnt on the various quantities of water

which will be made available as a result of the Peace Treaty. A current altemative
to the pipeline, for cxamp!c. is conveyance of the water from the North via existing
King Abduliah Canal, In addition, the investment, which will be provided by loans
will affect the price of water supply and imply high water tariffs. Final decsision,
however, is not made and is not expected to be made before the end of 1997.

Process with financial organization

Various donors have indicated interest in financing such project. This is indicated

in the “Notes for the Record” at Frankfurt, Germany on November 20-22, 1996
where it is noted that the Federal Republic of Germany (FRG), European
Investment BanlS (EIB), and France have shown interest.

' Possib-ilit):' of Finance

The possibility is based on parallel or co- ﬁnancmg basis bztween the donors. Such
interest was shown during meetings alongside the Amman Middle East North
Africa (MENA) Summit in 1995 when His Excellency, the Ambassador of Japan,
was present.

Time when financial arrangement is confirmed

This will be requested by the Jordanian Government when the issues in the
“Introduction”, above are resolved.

Time when construction is completed

" The project will be comp!eted within three years of decision stipulated in the

“Inu'oducuon abovc

'Botl!_ene'cks o

The buldenc¢k isin arising trq the decision for such project.
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2. The Project between Pumping Station No. § and Daboug Reservoir

€

Introduction

This project consists in total, expansion of the intake station at Deir Alla to 90
mecnvyr, a section of pipe of 660 m in length, expansion of Pump Station No. 5 to
90 memyr, and a paratlel pipeline dia. 1200 mm and 17 km in length.

Process with financial organizations MBZ of Gc_rmariy. have indicated interest in
financing these components. This was realized and recorded in the Minutes of
Meeting between the The German-Jordanian (intergovernmental} consultation of

~ Novebmer,1996. The finance will be made under German Regional Fund (DM 140
* Millionfyr) which was previously available to Isracl alone and now 1s acccsslb!c to
Jordan, Palestinian National Authonty and lsrael

Pussibilily of Finance

This is clarified above where DM 15 Million allocated to Adasiya-Deir Alla was re-
prioritized to this Project along with an additionat DM 40 Million for 1997 will be
more than sufficient for this project.

Time when financial arrangement is confirmed

This will be confirmed in the German-Jordanian Inlergovemn'xemal agreement in
the first quarter of 1997,

Time when construction is completed
It is expected that construction will be completed by the end of 1999,

Bottienecks

Clasification of the availability of S0 mem/yr (as recorded in the minutes) and
HCA’s Scheme and involvement in the expansion,

The usable waler as a resull of the Peace Treaty between Jordan and Israel is
properly allocated between domestic and agru:ullure '

Discussion process on water allocation in general is the decision of His Excellency

_ the Minister of Water and Irrigation. Presently, a restructuring plan of the

organization of the water structure will require the establishment of a “Water
Council” whom allocation recommendations will be made. This restructuring is
expected to be designed and accepted by the Government by early 1997.
Implementation will then commence gradually starting immediately with the
establishment of the “Water Council”. Specifically, water allecation for domestic
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purﬁosés from lhc__ Jordan Valley is goxfernédr ;by the maximum available capacites
for water transfer and coveyance (such as Deir Alta Scheme).

Draft Allozation Plan

Allocaléd is a table showing the entire !Kingdom‘s Water Balance forecast with
deficits shown for the respective forecast years. This balance is the only schedule
approved by the Ministry and has been presented officially by the Government to
institutions such as the World Bank. :

Time when allocation is concluded

" The balance table shows the forecast year allocations.

. The Adasiya di\'éréion!storage dam

Prucsé with financial organizations

The project is totally financed by the budget of the Government of Jordan.

Bottlenecks issues

Finalization of design with Israet. However, preliminary cnginccring design has
been concluded. '

Pussibili!y of finance

Local i;udgcl for tﬁc Jordan Valley Authority. Estimated budget is 1D 15 Million.
'-'-I‘iljne \;hen ﬁnaﬁcial arrangement is cﬁnﬁrmed

-Upon issuéﬁce of the ﬁaﬁoﬁal ﬁudgct fo; 1997.

Time ﬁhen cons;ruclinn is completed

: Prelimin'ary ehgiﬁ;:crmg deségn is completed. Fuial redesign is ongoing, estimated
to be completed by February 1997. Contractors have been already prequalified.

Provided no complications arises from Israel, the contract will be tendered in
March 1997, awarded by May 1997 and completed in the first quarter of 1999.
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ORAFT

Supply & Demand of Water in Jordan (1994 - 2020)
(ANl Water Figures are in MCM/YR)

~Year 1994

Populauon Growth Ra(c ,

Expected Disi Extraction
Brackish Groundwater

3.60

Supply _ : B , -
Groundwater (Safe Yields) 430 370 . 330 20| 217 277
Potential Surface Water 235 195 238 38| . 238 238
Wastewater Reuse 54 87| - 114] 141 170 200
Yamouk River 120 185 235 235 215 235
Lower Jordan & the 50 MCM 0 80| 80 80 80 80

Toral-Witer:Prodyittion (MCM)::z

Demand o . .
Municipal 256 315 355 428 5t 603
Industrial 25 78 9% 119 128 142
Agricultural
Upland Groundwater 255 195 155 115 100 100
Upland Surface 1‘L/ahzr 9 9 9 9 9 9
Jordan Valley Groundwater s8| 4d6| sse} - ss6 ss6|  ss6
Jordan Valley Surface Water 228
Waste Water Reuse 48
Mid Highland 70 70 70 70 70 70
Total Water Demand (MCM) ~ 1. 949 [ “L113 | +1,241 | 25297 13241 1,480
Water Defieit (MCM) B (S0) S

Deep Aquifers & Regional Options

Deficit: Allevmtion fmm Desaimatlon, '

Net Water Batance (MCNM)

) B e

These figures are subject to the :mpiememanon of the Gmumfwater Reducnon ngram
This implementation program is contingent on the cooperation of the Mrmsmes of the
Interior, Justice, Finance, Agriculture and Planning.

. B.
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Neguliatiuh Seenarivs for the 50 MCM Additional
Water Stipulated in Annex 11

“ Annex 11 of the Peace Treaty with Isracl and Jordan deals with water-related maters.
The Annex stipulates among other matters, that Jordan and Isracl will cooperate to
provide Jordan “additionat” 50 MCM/YR of drinkable quality and that such proposal
for the source, once agreed on the working level, will be preseated to the respective
governments. This presentation was supposed to be made within one year of the
treaty’s effective date. ft is now more than two years from the treaty and the issue is
not resolved.

Throughout the years, many meetings were hekl on the issue and some meetings
included individuals who were involved and who were major players in the
development of the Annex I1. It is only recently, however, that a proposal of serious
nature is under deliberation.

The latest proposaf is integrated in the sense that il simultanesously resolves several
issues required from Isracl according to the Annex. These deal primarily with the
“clean up” of the Jordan River in which Istael dumps the wastewater of the population
of Tiberias and Bisan as well as saline springs intercepted from flowing into Tiberias
through groundwater wells from which the saline water is abstracted and conveyed to
the River via an open channel.

The Issacli's overall scheme inclades the construction of wastewater treatment plants
at Tiberias and Bisan, with treated wastewater to be used for agriculture instead of
water from Tiberias. The project also includes desalination of the saline waters from
which 20-30 MCM of desalinated water are expected, The plant is proposed 10 be
constructed on the Jordanian side along with ensuing brine and desalinated conveyance
gequirements. The provision for additional benefits includes a proposal to make
available quantities of water by convincing Israel fish farmers to follow the “covered”
farming techniyue and utilize more brackish water. All in atl, the project is valued at
around $165 million and lstael approached the German government for finance under
“Regional Fund™ on soft term basis (8.73%, 10+30ycars).

Jordan’s position has beeen that it is only prepared to bear the direct conveyance costs
to any water made available. Capital cost, also not to be borne by Jordan (as part of its
position), may be carried by donors and may be accepted to be borne by Israel (not
confirmed) since it is a one-shot outlay. Operational and Maintenance costs, however,
are questionable. 1t is unlikely that Israel will accept to repeatedly pay O&M costs
* which such costs, along with conveyance of brined and other conveyances, from plant
to source (destined as Amman) will make it prohibitive for Jordan to accept. Even at
no charges for O&M, cost of refated conveyance and facilities alone may make a
scheme involving the provision of high quality drinkable water in the Valiey unfeasible
for Jordan. In that case, Jordan may request that Israel keeps the desalinated water of
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50 MCM/YR (if thal quantity is achieved solely from desatination) and that Jordan is
given instead lower quality Tiberias water for which Jordan has the conveyance and
treatment capabilities (once expansion scheme is completed). '

Given the large number of variable and interactive components, it appears that various
 scenarios are available, the most practical and economical of which is to augment
supplies fro domestic supply from the Jordan Valley from the same sources utilized at
present, tamely Yarmoik/ Tiberias with a water quality which is famniliar,
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WATER AUTHIORITY OF JORDAN
AUTONOMOQUS PUBLIC DEIARTMLENT

AMMAN - THE HASHEMITE KINGDOM OF JORDAN

Z
)
5
X

Auditors’ report 1
EXHIBI
Balance sheet as of December 31, 1995 A
Statement of revenues and expenses for
the year ended December 31, 1995 B
Statement of cash flows for the year ended
December 31, 1995 C
No.
12

Notes to the financial statements
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Cerliflcd Publlc Accountants

AUDITORS' REPORT

105180214

THE CHAIRMAN AND MEMBERS OF THE BOARD OF DIRECTORS
WATER AUTHORITY OF JORDAN
" AMMAN - THE HASHEMITE KINGDOM OF JORDAN

We have audited the balance sheet of the Water Authority Of Jordan
(Autonomous Public Department) as of December 31, 1995 and the related
statements of revenues and expenses, and cash flows for the year then ended.
These financial statements are the responsibility of the Authority's management.
Our responsibility is to express an opinion on these financial statements based on

our audit.

Except as explained in the following paragraph we conducted our audit in
accordance with the International Auditing Standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of malerial misstatements. Our audit included
examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. Our audit also included assessing the accounting
principles used and significant estimales made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

- We have not received any confirmations for Local and International loans
and the related overdue payments and accrued interest amounting to JD
333,041,252 from all credit loans amounting to JD 461,575,440.

in our opinion, except for the effects of such adjustments, it any, as might have
been determined to be necessary had we been able to confirm local and
international loans, the accompanying firancial statements present fairly the
financial position of the Water Authority Of Jordan as of December 31, 1995 and
the related statement of revenues and expenses, and cash flows for the year then
ended in accordance with International Accounting Standards and the
accounting policies stated in Note No.2. '

G bl gl ~ Glowg.c ol U Co
TALAL ABU - GHAZALEH & CO.

Amman July 2, 1996

Amman Office : Amman Commercinl Ceater, AbJAi . : Vi’_“"" galassl olee C_-uu s olas ﬁ,...:(_.;

PO, Bou 921100, Amman 11192, fordan oI AVAY Sl AN L e

Tel: 1962 61 667-603_Fax: (962-6) 696-234 (VI WATAL . oSG (WY VATE s sl

Member of Talat Abu-Gharaleh Interpational iTACi}
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WATER AUTHORITY OF JORDAN
" AUTONOMOUS PUBLIC DEPARTMENT

AMMAN THE HASHEMITE KINGDOM OF IORDAN

EXHIBIT-B

* STATEMENT OF REVENUES AND EXPENSES FOR THE YEAR ENDED DECEMBER 31, 1995

(Amounts are expressed in Jordanian Dinars)

REVENUES

‘Water sales - Note 11

Water sales by tankers
Sewerage and drainage fees
Sewerage tax

Subscription and instaltation fees
Melers maintenance fees

- Bank interest

_ Other revenues
Miscellaneous

Tolal Revenues
Less: Expenses

Salaries & wages

Operating & maintenance expenses
General & administrative expenses
Depreciation

Interest on loans

Total expenses

Excess of expenses over revenues
Foreign exchange (loss ) gain

Deficit for the year

Prior year accumulated deficit balance

Accumulated Deficit - Exhibit A

1995 199 4
J.D ].D
25,157,198 24,269,095

347,280 332,752
4,876,173 4516323
5,123,459 5,409,723
3,302,777 3,616,653
© 645,533 622,442

15,329 48,431

5,871 179,645
1,109,652 1,095,264
40,623,272 40,090,328
16,348,330 16,099,444
29,764,829 25,187,607

723,136 632,735
29,453,509 27,585,984
16,187,979 15,782,498
92,477,783 85,288,268

(51,854511)  (45,197,940)
(6,925,760) (4,129,084)
(58.780,271)  (49,327,024)
(280,025,492)  (230,698,468)
(338,805,763)  (280,025,492)

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL
PART OF THIS STATEMENT
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WATER AUTHORITY OF JORDAN
. C AUTONOMOUS PUBLIC DEPARTMENT
AMMAN - THE HASHEMITE KINGDOM OF JORDAN

NOTES TO THE FINANCIAL STATEMENTS
(Amounts are expressed in Jordanian Dinars)

a)

ESTABLISHMENT AND ACTIVITIES

The Water Authority was established in compliance with Temporary Law
Number (34) of 1983 by merging the following water supply enlities :

¢ Water and Sewerage Authorily of Grealer Amman Area.

¢ Establishment of Drinking Water. :

» Water Divisions of Natural Resources Authonty

¢ Water Divisions at Municipalities.

* Water Division at Jordan Valley Authority .

The Water Authority has then become one of the Mlmstry of Waler and
Irrigation departments. The scope of activities of the Water Authority
concentrates on water, sewerage and other related activities in the Hashemlte

Kingdom of Jordan.

SIGNIFICANT ACCOUNTING POLICIES

Revenues and expenses are recorded on accrual basns o o

b)  As the Government of the Hashemite Kingdom of Jordan is lhe
guarantor of all loans and banking facilities granted to the authonty, the going
concern concept applies.

¢) The Authority adopts the straight line method in deprecnatmg its

assels using the following rates :

Wells 8 %
Water reservoirs 6 %
Water distribution system 7 5%
Buildings 4 %
"Machinrery and equipment 7 %
Office equipment 12%
Furniture 10%
Vehicles and Tankers 15%
Radio sets and water meters 12%
Drying docks 3%
Computers o 12%
Natural stabilization ponds : 4 %
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<) Anmun& transferred from projects in progress to fixed assets during the year are
depreciated in the following year as shown in note No.2/b.
d) Spare parts and materials are valued at cost.

e) Cost of materials and supplies dispatched from warehouses are allocated to the water
distribution system project and maintenance expeuses, prorata to their respective

di:ect cost.

f) Foreign loans are translated to Jordanian Dinars using the Central Bank prevalling
exchange rales at year end. Foreign exchange gains or losses are charged to the
statement of revenues and expenses. '

g) ln;_i-iréct.cbsts of projects in progress are charged to expenses for the year and are not
capitalized. :

h) Interest on loans financing projects in progress are capitalized.

. FIXED ASSETS

Arab Centified Accountants

12-40

A) This item consists of the following: '
' 1 9 95 1 9 9 4
I.D ] D

Lands Note 3/B 20,401,400 19,623,218
Buildings . 13,386,160 10,411,426
Accumulated depreciation (4,367,712) {3,951,2595)
Net baok value 9,018,448 6,460,171
Wells : 29,139,278 25,561,894
Accumulated depreciation (14,524,820} (12,441,622}
Net book value 14,614,458 13,120,272
Water distribution system 471,121,187 426,970,754
Accumulated depreciation (131,168,234} (109,821,721)
Net book value 339,952,953 317,149,033
Water reservoirs - 7,225,363 7,225,363
Accumulated depreciation (3,367,797) (2,934,275)
Net book value 3,857,560 4,291,088
"Al-Azrak" project 14,750,406 14,750,406
Accumulated depreciation (7,026,187) (6,436,171)
Net book value - 7,724,219 8,314,235
Fumitwe 989,455 969,253
" Accumulated depreciation (946,855} {847,909)
Net book value 42,600 121,344




Py

Hb

AT IR Y

Talal Abu-Ghazaleh & Co.

L]

Arab Centified Accountants

e 53003008 g btn

Vehicles
Accumulated depreciation
Net book value

Power generators

; Accumulated depreclation

Net book value

Pumps and motors
Accumulated depreciation
Net book value

Drilling machinery and equipment
Accumulated depreciation
Net book value

Irrigation and dams
Accumulated depreciation
Net book value
Meteorology stations
Accumulated depreciation
Net book value

Water melers
Accumulated depreciation

) Net book value

Miscellaneous machinery & equipment
Accumulated depreciation

Net book value

Natural stabilization ponds
Accumulaled depreciation
Net book value

Tolal Net Book Value Of
Fixed Assels

9 9 4

1 995 1
SR j.D
6,172,729 5,677,991
© (5,178,646) (4,306,671)
994,083 1,371,320
2,657,152 2,608,413
(1,093,530) (884,857)
1,563,622 1,723,556
10,182,226 9,776,521
(4,341,743) ~  (3,364,091)
5,840,483 6,412,430
5,934,436 5,079,077
(1,647,646) (1,292,110)
4,286,790 3,786,967
6,515,144 5,215,951
(930,605) (800,206)
5,584,539 4,415,745
384,021 384,021
(264,990 (238,108)
119,031 145,913
10,280,969 8,451,089
(2,336,285) (1,746,385)
7,944,684 6,704,704
10,559,701 8,522,422
(4,793,930 (4,192,630)
5,765,771 4,329,792
18,063,499 18,063,499
(5485387) . (4,762,847)
12,578,112 13,300,652
440,288,759 411,270,440

B) Theamountof }D ‘20 401,400 shown under Lands represent amounis paid by thé
authority for this asset. The said amount does not represent all Lands owned by the
authority. Detailed records for those lands are maintained by the Expropnallon '

Departinent at the authority.
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4. WORKIN PROGRESS
The Water Authority Of Jordan has an obligation balance of |12 47,536,065 (as of

December 31, 1995), pertalning to incompleled projects assighed to contraclors.

5. ACCOUNTS RECEIVABLE

This item consists of the folowing:

1 9 95 1 9 9 4

- J.D ].D
Subscribers and tankers 12,936,242 13,397,057
Ministry of Planning 1,133,140 1,133,140
Ministry of Finance-sewerage tax 886,900 1,991,669
Miscellaneous . 185,746 261,716
Total 15,142,034 16,783,582
Altowa n;é for doubt(ul debts (26,000} {26,000)
Net Receivables 15,116,034 16,757,582

In coiﬁpliance with article No.( 16 ) of Temporary Law No.(34 }, the Water Authority
receivables are considered public interest (Ameery Funds) and are collected in
conformity with the ruling of the collection of The Ameery Funds law. Accordingly an

allowance for doubtful debts is not required.

6. OTHER DEBIT BALANCES

This item consists of the following:

1 9 95 1

9 9 4
J.D J.D
Advances to contraclors 2,918,667 2,153,'221
Imprest advances 4,631 3,967
Total 2,923,293 2,157,188
7. CAPITAL |
This item consists of the following: 7
1 9 95 i 99 4
J.D j.D
Balance at begining of the yeat 314,444,110 296,414,376
Add:
Conlributions of the govermnment (Ministry of
Planning) in water and sewerage projects 1_83,240 133,371
Contributions of the government {Ministry of .
Finance) in waler and sewerage projects 14,265,724 15,539,346

Contributions of citizens for water and
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sewerage installations

U.S AID Contribulions

European Community Contributions
K.EW grant

British Development Agency ( Government of

the United Kingdom)
Japan grant

Bal;ﬁce at end of the year

. INTERNATIONAL LOANS

This item consists of the following:

European investment Bank / new 10572
European Investment Bank

European Investment Bank 106195
European Investment Bank
European Investment Bank 18003
European investment Bank 17366
K.F.W. 8966129 |

K.F.W. 8265183

K.F.W. 9266180

K.EW, 8966400

K.F.W. 9266295

International Bank For Reconstruction
and Development 2213

International Bank For Reconstruction
and Development 2425

International Bank For Reconstruclion
and Development 2483

International Bank For Reconstruction
and Development 2694

US. AlD 278/k/23

US. AID278/k/26

US. AlD278/k/28

US. AID 278/30

US. AID 278/31 _
Saudi Fund For Development 5/82
Saudi Fund For Development 8/145
Saudi Fund For Development 4/81/1 -

12-43
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- 2,491,234

9 95 1 99
D "D
32,540 3,860
1,278,818 91,703
200,848 1,815,402
1,366,188 156,090
749,732 289,962
200,704 N
332,721,904 - 314,444,110
1 995 1 99 4
J.D | D
5,449,200 5,173,200
" 1,338,364 1,446,246
4,536,913 4,307,120
3,637,341 4,155,373
1,367,250 -
1,355,761 -
2,824,352 3,237,965
12,316,785 12,304,632
. 939,621 384,439
1,589,955 312,102
84,522 .
3,699,100 4,577,040
6,212,500 7,897,500
7,100,000 8,775,000
17,735,800 20,463,300
5,147 500 5,598,450
4,277,431 4,401,856
9,250,841 9,883,706
4,082,500 - 4,387,500
5,574,582 6,281,162
- 1,476,205 2,043,784
4,§52,137 4,106,124

2,463,627



Y

2 5 IS

Talal Abu-Ghazalch & Co.

[

B

e,

{

Arab Certified Accountants

Arab Fund For Economic and Social
Development - Aqaba swerages 47/79
Arab Fund For Economic and Social
Development - rural areas 82/82

Islamic Bank For Development

Brilish fund 4902/5-

British fund 39307

International Development Association 385
Intemnational Development Associalion 780
Export and Import Bank of Koria

France Loan
Total

There are re-lending agreements between the Water Authority of Jordan and

The Ministry of Planning related to these loans.

9. LOCALLOANS

This item consists of the following:

Advance from Ministry of Finance on Saudi
fund loans

Social Security Corporation (20 mitlion)

Social Security Corporation (8 million)

Social Security Corporation (10 million)
Planning Council/Ministry of Planning

Arab Bank (20 million)

Arab Bank (21,5 million) (16,5 million previous)
Arab Bank Leading Loan (15 million}

Arab Bank/Ministry of Finance (Treasury)
Amman Investment Bank (Bonds - Third issue)
Arab Finance Corporalioni (Bonds- Fourth issue)
Islamic Bank

Islamic Bank (5 million)

Total

12-44

9 9 5 9 9 4
J.D ].D
593,007 817,639
353,870 451,561
2,427,673 2,836,972
559,657 - 782,310
767,603 837,384
3,550,000 1,754,298
1,537,718 3,978,000
5,262,051 3,687,036
576,548 -
122,268,021 127,342,326
1 995 9 9 4
J.D J.D
7,067,478 7,067,478
20,000,000 20,000,000
4,351,228 6,255,866
10,000,000 -
- 100,000
20,000,000 20,000,000
21,500,000 16,500,000
15,000,000 -
- 45,903
- 408,100
2,009,000 3,002,000
3,500,000 3,500,000
4,999,980 -
108,427,686 76,879,317




g el ) g e

A BT

Talal Abu-Ghazaleh & Co.

P,

T

Arab Certificd Accountants

7

10. I’ASTDUE INSTALLMENTS AND ACCRUED INTEREST ON LOANS

This item conslsts of the following: o o
1995 -1 99 4

o D b
Pastdue instaliments - 114,697,284 97,796,531
94,857,449  __ 84,371,804

Accrued interest
Total

209,554,733 . 182,168,335

11. SALES OF WATER
Water suppied to consumers constitutes 42% of the w
the year 1995. This means that the waste percentage was 58%. .

aterdrawn from the wells during '

12. CONTINGENT LIABILITIES
A) Contingent Habilities on the balance sheet date amounted to JD 133,214, alt

related lo
outstanding letters of credit. o

B) According lo the letter from the Authority lawyer, there are pending legal proceedings
against the Authority from third parties with total claims amounting to JD 11,744,132,
Also there are pending legal preceedings by the Authority against third parties with
tolal claims amounting to JO 801,120 _
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