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527 XREFAXHIZL S TORE
EUEFAEFIEAAELEIZ. UTOTORICI AHRBENER LS T2, _
DRAFT TERMS OF REFERENCE

I. Necessity and Justificati ft

Until the independence of the Republic of Uzbekistan in 1991, housing facilities were
owned by the state and provided to the people. Overall housing charges were low because the
state provided communal services including water supply and sewerage. The charges were
calculated on the basis of the number of family members, irrespective of the volume of water
actually consumed. There was, therefore, no incentive to save water consumption and public
awareness and practices related to water conservation have remained non-existent.

After the privatization of housing as part of economic reforms toward a thriving market
economy, institutions providing communal services were separated from the state budget
(Cabinet Order, 1993) and required to run as financially autonomous enterprises (Ministry
Order, 1994). Financial control of them was in principle delegated to the cabinet of the
Republic of Karakalpakstan, local governments (khokimmyat) of provinces (oblast) and
Tashkent City. Local governments are authorized to approve tariff rates for various
categories of communal service recipients or users, such as domestic users, budgeted
institutions (government institutions) and industries or financially autonomous entities
including private enterprises. Due to the privileged tariff rate for domestic users, particularly
in water supply and sewerage services, users of other categories are charged much higher tariff
rates to recover the cost of the services as a whole, while domestic users are expected to share
appropriate costs by the year 2000.

It is also a policy in the water supply and sewerage sector to install a water meter for each
user, and it is legally required to install a meter at each new apartment, since tariffs for water
supply and sewerage services are expected to be charged on the basis of volume of water
supplied and consumed. The role of water meters is twofold: firstly, to measure actual volume
consumed and thereby enable volume-based billing; and secondly, to discourage wasteful water
use and thereby help save on costs related to treatment and depletion of water resources.
However, in the existing multi-storied apartment houses (which represent 49% of the
country’s housing) and low-storied apartment houses, it is difficult to install a water meter to
measure total consumption in each apartment, because multiple routes of plumbing run
vertically through an apartment to upper stories. Another difficulty in installing water meters
is the shortage on the domestic market and the high cost which most house owners cannot
afford.

As mentioned earlier, distributed water is not metered at most house connections. No
records have been filed regarding volume of water actually consumed, unaccounted-for water,
leaked or wasted water. It is anticipated that a considerabie volume of water may be leaked
from distribution pipelines in view of observed leaks and broken pipes. If volume-based billing
becomes prevalent in the near future, a leakage control program will be requiredto seek sound
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revenue sources. Moreover, such a practice issubstantial to reduce the cost of treatment even
in the present situation.

In view of the above situation, it is requested to undertake a development study to help
establish the financial autonomy of water supply and sewerage services, by proposing suitabie
policy guidelines for cost control and a tariff structure.

It is hoped that the public of Uzbekistan will understand the pressing need for water
conservation as well as the reality of market economy through this study, and that the study
will compile the basic data and information that are essential for the Republic to seek foreign
economic cooperation such as loans and investments to improve water supply and sewerage
services from funding institutions and enterprises.

II. Objectives of the Study

In order to secure sound revenue sources and thereby bring about financial autonomy and
sound management of the water supply and sewerage services, the Study is to propose step-
by-step policy guidelines supported by technical studies and programs to improve cost and
tariff structures and charge for the services. A meter-based charge system, a leakage control
program and a public awareness program to save water are therefore included in order to check
over-use and wastage, encouraging usersto save water and reducing treatment cost. The policy
guidelines thus proposed are also intended to be followed by other sectors of communal services
in the ongoing policy reform.,

IIT. Study Area'
The Study shall cover the area of Tashkent City and other pilot areas.
IV. Scope of the Study
In order to achieve the objectives mentioned above, the Study will cover the following:
1. Collection, review and analysis of existing data and information
a. Review of the current tanff policy under the transition economy
- Socioeconomic indicators
- Policy, laws and regulations concerned with water supply and sewerage services
- Organizations and functions of water supply and sewerage services (including
organization, management and finance)
- Costs and tariffs of the services
- Capital construction and the state subsidy for the water supply and sewerage

facility

2. Clarification of the basic policy for operation and cost-sharing of the water supply and
sewerage services as a public enterprise '
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3. Establishing a tariff structure and cotlection system for the financial autonomy and
sound management of water supply and sewerage enterprises -

a. Restructuring of communal service organizations

- Streamlining related institutions
- Review of tariff tables approved by local governments
- Monitoring of costs and cost structure

b. Financial control and business administration of the enterprises .

- Practice of business-oriented accounting methods

- Marketing or revenue planning for different categories of users

- Cost control or expenditure planning including reserves for replacement,
depreciation, future expansion, etc.

- Business management or profit planning by balancing revenue and expenditure

¢. Reduction of cost

- Cost control (structuring check system to maintain proper costs and preparation
of guidelines for estimating electricity and other costs)

- Assets management (preparation of iedger and preparation of guidelines for
depreciating machines and facilities)

- Operation control (structure of operation control system and preparation of
operation guidelines)

- Standards of facility design (guidelines and standards of facility design) and
maintenance of facilities

- Leakage control program

d - Water and sewerage tariff tables and collection system on basis of volume
consumed

- Installation of water meters

- Institutionalization of user cooperatives in apartment houses where individual
meters are not installable (to maintain shared properties and shared expenditures
by cooperative of residents)

- Meter reading, regular billing and collection system

- Step-by-step revisions of tariff table toward equitable recovery of costs from all
categories of users without privilege

- Recommendations on tariff table

e. Public awareness to save water

- Public awareness programs
- Programs for school children to enhance awareness on limited water resources

4. Proposals for advanced management of enterprises
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a. Experiment of new taniff structure based on measured consumption in the
designated experiment arca '

- Identification of experiment areas

- Installation of water meters for users in the areca

- Organizing residents’ cooperatives in each housing building where a meter isnot
installable in each apartment

- Maintenance of the shared property, which includes use of water, by residents’

cooperatives

- Penodical and frequent meter reading and notices of billing

- Application of computers for bill calculation

- Analysis by computer of water consumption trends

- Public awareness program on water saving

- Monitoring effects of water saving

- Survey of residents’ consciousness on water saving

- Development of method for controlling water consumption at apartment
houses

5. Provision of technology transfer seminar in the course of the study

V. Other relevant information

In Uzbekistan, water supply and sewerage treatment facilities are much better in cities and
other population centers. However, most of the facilities were built 20 to 30 years ago and
they are likely to deteriorate in the near future dueto rapid aging caused by the harsh climate.
The need to rehabilitate such facilities may arise and a certain capital investment may be
required in the foreseeable future.
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[ INTRODUCTION

In response to the request of the Govermment of the Republic of Uzbekistan (hereinafter
referred to as “the Government of Uzbekistan™), the Government of Japan, in accordance with
the relevant laws and regulations in force in Japan, decided to conduct. the Study for
improvement of management and tariff policy in Water Supply Services in the Republic of
Uzbekistan (hereinafter referred to as “the Study™). »

Accordingly, the Japan Intermational Cooperation Agency (hereinafter referred to as
"JICA”), the official agency responsible for the implementation of the technical cooperation
programs of the Government of Japan, will undertake the Study in close cooperation with the
authorities concerned of the Government of Uzbekistan.

The present document sets forth the scope of work with regard to the Study.

II. OBJECTIVES OF THE STUDY
The objectives of the Study are as follows:

1. to formuléte the improvemént plan of management system and tariff policy in water supply
services in the Tashkent City; and

Z. to transfer technology on planning methods and skills to counterpart personnel in the course
of the Study.

III. STUDY AREA

The Study will cover the Tashkent City.
[V. SCOPE OF THE STUDY

1. Review of present state

(1) Gollection and analysis of existing data and information such as:
a. physical conditions, socio—economic conditions, financial condiﬁons
b. legislation and regulafions concerned with water supply and environment, and
c. other relevant plans

(2) Understanding of the present conditions of water supply in the Tashkent City,

such as : ‘

a. existing water supply facilities

Sy
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b. water supply coverage area
c. working condition of water supply services
d. volume of water supply and water consumption
e. awareness of the consumers on water saving and the affordability for consumers to pay
(3) Evaluation of present state of water supply including the study of existing tariff system
and identification of problems and issues
(4) Forecast of future state, such as :
a. population and urbanization,
b. economy, industrial development and living conditions
c. water demand and supply capacity
(5) Field survey (study for water consumption and for water leakage detection)
a. selecting of survey area each for setting water meter and for detection of water leakage
b. planning for water leakage detection apparatus and water meters

¢. awareness of the consumers on water saving and affordability for consumers to pay

2. Planning for the improvement of management system and tariff policy in water supply
services
(1) Setting up criteria for the improvement of management system and tariff policy in water
supply services
a. served population and the area
b. amount of water supply
¢. amount of water consumption
(2) Formulation of basic strategies
a. organization, operation system, institution
b. suitable tariff rate
c. management for facility maintenance
d. improvement in the awareness of consumers about water saving and payment
(3) Evaluation of basic strategies
a. technical aspect
b. financial aspect
¢. social and economical aspect
(4) Formulation of management plan for the facility
a. operation guideline
b. planing for preventive maintenance and rehabilitation
c. application of computer aided monitoring
(5) Formulation of organization, management system, institution, and human resource
development plan
a. strategies for improvement of organization, management system and institution
b. staffing and manpower development

c. strengthening of management system
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d. application of computer to billing
(6) Formulation of financial plan
a. principle of consumer payment for services
b. principle of cost recovery
c. receiving financial help
(7) Formulation of tariff policy
a. tariff policy for water saving
b. tariff system based on independent budget and cost recovery

c. effective and feasible collecting system of charge

V. SCHEDULE OF THE STUDY

The Study will be carried out in accordance with the tentative schedule as attached
herewith. The schedule is tentative and subject to be modified when both parties agree upon

any necessity that will arise during the course of the Study.

VL. REPORTS

JICA shall prepare and submit the following reports in English to the Government of
Uzbekistan.

1. Inception Report:
Twenty (20) copies at the commencement of the first work in Uzbekistan.

2. Interim Report:
Twenty (20) copies at the end of the first work period in Uzbekistan.

3. Draft Final Report:
Twenty (20) copies at the beginning of the second work in Uzbekistan. The Government of

Uzbekistan shall submit its comments within one (1) month after the receipt of the Draft Final

Report.
4. Final Report:
Fifty (50) copies within one (1) month after the receipt of the comments on the Draft Final

Report.
VII. UNDERTAKINGS OF THE GOVERNMENT OF UZBEKISTAN

1. To facilitate the smooth conduct of the Study, the Government of Uzbekistan will take

necessary measures?
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(1) to secure the safety of the Japanese study team (hereinafter referred to as “the Team”),

(2) to permit the members of the Team to enter, leave and sojourn in Uzbekistan for the
duration of their assignment therein, and exempt them from foreign consular fees,

(3) to exempt the members of the Team from taxes, duties, fees and any other charges on
equipment, vehicles, and other materials brought into Uzbekistan for the conduct of the
Study,

(4) to exempt the members of the Team from income tax and charges of any kind imposed on
or in connection with any emoluments or allowances paid to the members of the Team
for their services in connection with the implementation of the Study,

(5) to provide necessary facilities to the Team for the remittances as well as the utilization
of the funds introduced into Uzbekistan from dJapan in connection with the
implementation of the Study,

(6) to secure permission for the Team to enter into private properties or restricted areas for
the implementation of the Study,

(7) to secure permission for the Team to take all data and documents including photographs
and maps except for all those confidential nature related to the Study out of Uzbekistan
to Japan, and

(8) to provide medical services in case of necessity. It's expenses will be chargeable to the

members of the Team.

2. The Government of Uzbekistan shall bear claims, if any arises, against the members of the
Team resulting from, occurring in the course of, or otherwise connected with, the discharge
of their duties in the implementation of the Study, except when such claims arise from gross

negligence or willful misconduct on the part of the members of the Team.

3. The Ministry of Communal Services and the Tashkent City shall act jointly as a counterpart
agency to the Team and also as a coordinating body in relation with other governmental and

non—governmental organizations for the smooth implementation of the Study.

4. The Tashkent City shall, at their own expense, provide the Team with the followings in

cooperation with other organizations concerned.

(1) available data and information related to the Study (with support of The Ministry of
Communal Services on demand by, and at no cost to the Team),

{2) counterpart personnel,

(3) suitable office space with necessary equipment incliiding air conditioner in the Tashkent
City,

(4) credentials or identification card, and

(5) appropriate number of vehicles with drivers.

\\
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VI UNDERTAKINGS OF JICA
For the iimplementation of the Study, JICA shall take the follfowing measures:
1. to dispatch, at its own expense, the Team to Uzbekistan, and

2. to pursue technology transfer to counterparts personnel of Uzbekistan in the course of the
Study.

[X. CONSULTATION
JICA and both of the Ministry of Communal Services and the Tashkent City shall consult

with each other in respect of any matter that may arise from or in connection with the Study.

This Scope of Work Agreement shall be read in conjunction with the Minutes of Meetings dated of
November 11, 1998.
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Based on the official request from the Government of the Republic of Uzbekistan, the
Government of Japan, through the Japan [nternational Cooperation Agency (JICA), dispatched
the preparatory study team (hereinafter referred to as “the Preparatory Team”) headed by Mr.
Masaaki Kinoshita from November 2nd to November 12th, 1988 to discuss the scope of work for
the study for improvement of management and tariff policy in water supply services in the

Republic of Uzbekistan (hereinafter referred to as “the Study”).

The Preparatory Team had a series of meetings with the Ministry for Foreign Economic
Relations, the Ministry of Macroeconomics and Statistics, the Ministry of Communal Services,
the Tashkent City and other authorities concerned with the Government of Uzbekistan. The list
of participants is shown in the Annex. During the discussions, both sides agreed on the SCOPE
OF WORK of the Study.

Main [tems which were discussed and confirmed by both sides are as follows;

1) The Study area

The Uzbekistan side strongly requested that the study area should include one small city near
the Tashkent City in Tashkent Region (Chirchik City is suggested by the Uzbekistan side) in
addition to the Tashkent City because the water supply service of small city has different
conditions from the Tashkent City. The Preparatory Team recognized the request and promised

to convey the request to the JICA Headquarters for consideration.

2) The Title

Based on the above situation (1. The Study area), the Uzbekistan side requested to change the
titfe of the Scope of Work from “SCOPE OF WORK FOR THE STUDY FOR IMPROVEMENT OF
MANAGEMENT IN THE TASHKENT WATER SUPPLY SERVICES IN THE REPUBUC OF
UZBEKISTAN” to “SCOPE OF WORK FOR THE STUDY FOR IMPROVEMENT OF MANAGEMENT
AND TARIFF POLICY I[N WATER SUPPLY SERVICES IN THE REPUBUC OF UZBEKISTAN”. The

Preparatory Team recognized the necessity of this change and agreed to it

3) Field survey

The Preparatory Team requested the cooperation-(suggestions of field survey area, approvals of
residents concern, introduction- of constructors) of the Uzbekistan side in preparation of water
meters for the Uzbekistan side to conduct appropriate time of the Study period. The Uzbekistan

side accepted it.

4) Formulation of steering committee

The Preparatory Team requested the Uzbekistan side to organize a steering committee which

b o “
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shall coordinate the Study and make comment to and evaluate the report of the Study. The
Uzbekistan side accepted this proposals and promised to set up the committee. The members of
steering committee may consist of the representatives of the following entities:

— The Ministry of Macroeconomics and Statistics

~ The Ministry of Communal Services

— The Tashkent City

5) Undertakings of the Republic of Uzbekistan

The Preparatory Team requested the Uzbekistan side to prepare an office for the Study Team
and appropriate number of vehicles with drivers. The Uzbekistan side mentioned that they can
provide an office space but not vehicles nor drivers because of the budgetary constraints. The
preparatory team recognized their situation and promised to convey these to the JICA

Headquarters.

6) Counterpart training in Japan
The Preparatory Team explained that there is some counterpart training programs in Japan. The
Uzbekistan side took an interest in this training and requested these training programs in Japan.

The Preparatory Team promised to convey this request to the JICA Headquarters.

7 Schedule of the Study

The Uzbekistan side asked the Preparatory Team to set the date of beginning the Study. The
Preparatory Team explained that the exact date of the beginning is not decided yet and
mentioned that the Study in the Republic of Uzbekistan would be started at beginning of

Japanese fiscal year, 1999.

8) Reports

The Uzbekistan side requested the Preparatory Team to provide the following number of reports
in Russian language for better understanding and utilization of the Study. The Preparatory Team
recognized the necessity and promised to convey the request to the JICA Headquarters for
consideration. The Preparatory Team made sure that the report in English is the official version
(the report in Russian language is for reference purpose only if it be made) and the Final Report

shall be made open to the public in Japan. The Uzbekistan side agreed to these matters.

(English) (Russian)
- Inception Report 5 copies 15 copies
- Interim Report 5 copies 15 copies
— Draft Final Report 5 copies 15 copies
- Final Report 5 copies 45 copies
9) Specialty of counterpart personnel

The Preparatory Team requested the Uzbekistan side to appoint a counterpart personnel with
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the following qualifications and submit a member list. The Uzbekistan side agreed to .this and
started to assign the appropriate personnel. The members of counterpart may tentatively consist
of qualifications as follows:

- Coordinator (Leader)

- Facility maintenance

- Cost and finance analysis

- Institution analysis

- Water supply planning

The Uzbekistan counterpart personnel are expected to assist the JICA Study Team at the

Uzbekistan side expense, for the effective implementation of the Study.

10) Others
(1) The Uzbekistan side in the nearest future expects the settlement of pending matters
indicated in the present Minutes of Meeting to ensure the prompt adoption of corresponding
decision by the Government of Uzbekistan indispensable for the smooth implementation of
this Study. 7
(2) The Uzbekistan side promised the Japan side that they would make their best efforts so
that the registration of the JICA Study Team members by their demand would be obtained

without undue delay.
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ANNEX
LIST OF PARTICIPANTS

Ministry of Macroeconomics and Statistics

Mr. Bakhodir E. KHODJAEV, Deputy Minister

Mr. Alexander P. MIRONENKOV, Head, Department of Rural Infrastructure

Mr. Djurabek Y. YULDASHBEKOV, Head, Department of Communication and Housing Communal
Service

Ministry of Communal Services

Mr. Erkin A. YULDASCHEV, Deputy Minister

Mr. D. J. ISRAILOV, Director, Department of Foreign Economic Relations

Mr. O. S. KUVANDYKOV, Director, Department of Water Supply and Environment

Mr. M. BAHSHI, Chief Economist, Department of Scientific and Technical Development

Ministry for Foreign Economic Relations

Ms. Shaklo R. ABDULLAEVA, Deputy Minister

Mr. Hasan S. ISLAMKHODJAEV, Directorate General for Analysis and Prospects of Foreign
Economic Relations Development

Mr. Alisher NIYAZMATOV, Deputy Head of Protocol Department

Hokimiyat of Tashkent City

Mr. Atkham J. MIRJALILOV, First Deputy of Mayor of Tashkent

Mr. Shavkat S. ALIMKHODIJAEYV, Advisor to Mayor of Tashkent

Mr. Odamboy U. IBROGIMOYV, Chief, General Department of Investments

Territorial Communal Services Maintenance Amalgamation (TCMA) - Tashkent City
Mr. Rauf A. KURBANOFF, Vice General Manager
Mr. N. A. GUDASHNIKOQV, Leading Specialist, Department of Engineering and Communication

VODOKANAL - Tashkent City

Mr. Zakir T. SALIKHODJAEV, Managing Director

Mr. Witalij A. KRIJENKOYV, Chief Engineer

Ms. Raisa D. ALEKSEEVA, Director, Department of Planning and Economy
Ms. Gavkhar M. ALIEVA, Director, Department of Finance

Mr. Vitalij A. KRIJENKOV, Chief Engineer

Mr. Kasym A. CHUKANOV, Chief Engineer

Japan International Cooperation Agency (JICA) - Preparatory Team
Mr. Masaaki KINOSHITA, Leader, Water Supply Service Management
Mr. Taketo KUROKI, Study Planning

Mr. Shigeo ISHIDA, Public Company Management

Mr. Tahei INOUE, Facility Maintenance Management

Mr. Hitoshi SAKAI, Economic/ Financial Analysis

Mr. Tetsuya FUKUNAGA, Organization/ Institution

Ms. Miyako MATSUMURA, Translator
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4884

#23.1

7 K R4 AR D ARG % R 22 (1975-1990)
Data on Potable Water Supply in Uzbekistan, 1975-1990

capacity, 1,000m’/day

coverage,

percent of population

consumption*, lit/day/person

oblast 1975 1980 1985 1990 1975 1980 1985 1990 1975 1930 1085 1990
Karakalpakstan 70 80 135 202 64 63 65 67 128 152 162 254
Andijan 85 135 232 395 65 70 72 73 121 251 301 404
Bukhara 107 135 215 333 55 70 76 80 222 276 455 500
Djizak 21 75 131 -+ 232 63 71 74 86 192 303 349 437
Kashkadarya 50 144 239 412 70 71 72 76 208 313 378 352
Navoi 100 115 176 324 80 85 87 90 450 430 500 503
Namangan 50 111 161 315 56 56 68 79 129 208 225 325
Samarkand 280 390 460 487 70 71 75 80 232 275 330 423
Surkhandarya 45 66 93 165 71 72 71 S 76 250 276 324 365
Syrdarya 23 58 99 112 71 77 90 95 175 284 347 403
Tashkent without 355 433 570 819 74 80 85 86 370 470 477 499
Tashkent City

Fergana 172 263 372 565 72 77 80 84 295 400 414 541
Khorezm 23 49 G5 185 50 56 - 64 81 190 194 280 394
Uzbekistan without 1,302 1,940 2,993 4,557 70 73 75 82 230 280 358 367
Tashkent City '
Tashkent City 1,341 1,841 2,041 2,240 82 86 90 94 500 620 718 750
Uzbekistan TOTAL 2,643 3,781 5,034 6,797 74 77 80 84 310 370 383 470

* “Consumption” includes all treated water placed into conveyance and distribution systems and is not adjusted

for such things as industrial use nor system leakage losses.
Source:  State Committee for Nature Protection.

Data Source:  Statistical Abstract of the Environment of the Republic of Uzbekistan.

Annex to the “Environmental Profile of the Republic of Uzbekistan™
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Construction (NUKUS Town)

Department for Regional Water Canals Operation
and Reports (ANDIAN Town)

Directorate for Regional Water Supply Canals
Construction (ANDIAN Town)

Department for Regional Water Canals Operation
and Reports (NAMANGAN Town)

Directorate for Regional Water Supply Canals

Construction (NAMANGAN Town)
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O 10 Ministry of Macroeconomics and Statistics
- Mr. Bakhodir E. KHODJAEV, Deputy Minister
- Mr. Alexander P. MIRONENKOV, Head, Department of Rural Infrastructure
- Mr. Djurabek Y. YULDASHBEKOV, Head, Department of Communication and Housing

Communal Services

O 20 Ministry of Communal Services

- Mr. Erkin A. YULDASCHEV, Deputy Minister

- Mr. D. J. ISRAILOV, Director, Department of Foreign Economic Relations
- Mr. 0. S. KUVANDYKOV, Director, Department of Water Supply and Environment
- Mr. M. BAHSHI, Chief Economist, Department of Scientific and

Technical Development

O 30 Ministry for Foreign Economic Relations
- Ms. Shaklo R. ABDULLAEVA, Deputy Minister
- Mr. Hasan S. ISLAMKHODJAEV, Directorate General for Analysis and Prospects of
Foreign Economic Relations Development

- Mr. Alisher NIYAZMATOV, Deputy Head of Protocol Department

O 40 Hokimiyat of Tashkent City
- Mr. Atkham J. MIRJALILOV, First Deputy of Mayor of Tashkent
- Mr. Shavkat S. ALIMKHODJAEV, Advisor to Mayor of Tashkent
- Mr. Odamboy U. I1BROGIMOV, Chief, General Department of Investments

O 50 Territorial Communal Services Maintenance Amalgamatiom] TCMAC- Tashkent City

- Mr. Rauf A. KURBANOFF, Vice General Manager
- Mr. N. A. GUDASHNIKOV, Leading Specialist, Department of Engineering and
Communication

O 600 VODOKANAL - Tashkent City
- Mr. Zakir T. SALIKHODJAEV, Managing Director
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QUESTIONNAIRE
FOR
THE STUDY FOR IMPROVEMENT
OF
MANAGEMENT IN THE TASHKENT WATER SUPPLY SERVICES
IN
THE REPUBLIC OF UZBEKISTAN

NOVEMBER 1998

JAPAN INTERNATIONAL COOPERATION AGENCY
(JICA)

Note:

In case the data /information is not available, please mark X in the column “Name of materials and
Responsible Agency”.

S

ALYrELY TS
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1.Organization  / Institution (1/2)

No.

Data / Information / Description

Name of materials and
Responsible Agency

1.1

1.2

1.3

1.4

(D
(2)
3)

ey
2

(D
)
3

(D)
@)
(3)
@)

Regarding Committee of Reform on Public Services inaugurated by
Ministry of Finance, Ministry of Public Services, Ministry of Labor
and Council of Ministers in 1997:

Contents of Discussions

Conclusions of Discussions

Impact to authorities and institutions being in charge of water

Regarding Impact of “Order of Council (No. 211)" issued on
April25, 1997:

Impact to authorities and institutions being in charge of water supply
Present Conditions of Institutional and organizational Reform

Regarding Present Institutional and Organizational Restructuring:
Main Objectives

Procedures

Present accomplishment

Regarding Institutional Framework among Ministry of Public
Services, Ministry of Agriculture and Water Supply, Vodokanal,

| TCMA and JEK:

Legislation of Establishments in the past and at present

Institutional Changes

Changes of Responsibilities

Linkages of Responsibilities among Institutions in the past and
at pfésénf ' ' '
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1.0Organization ~/ Institution (2/2)

Name of materials and

No. Data / Information / Description
Responsible Agency
1.4 Regarding Tashkent Vodokanal for Water Supply (TVWS):
(1) | Reasons and Aims that TVWS is eager to privatize
(2) | Present Conditions of TVWS
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2 Facility Maintenance Management (1/4)

No.

Data / Information / Description

Name of materials and
Responsible Agency

2.1

2.2

2.3

(1
2)
3

(D
2
3)

(1)

(2)

Projects for reduction of water leakage and saving of tap water.
When the vodokanal has concrete planning for reduction of water
leakage by replacing old pipes with new ones etc. and saving of tap
water by ihStalling water meters etc., please inform us of

these projects.

Explanation of project

Period for project (Starting date/Ending date)

Name of Assisting Foreign Organization

Regarding existing water purification plants

Please fill the blanks of Appendix 1, when plants use surface water.
Please fill the blanks of Appendix 2, when plants use ground water.
Please give us conceptual drawing which shows major pump stations
and major water pipeline network of Tashkent city.

Regarding water analysis

Please inform us of check points where water quality is analyzed in the

map of water supply system of Tashkent city.
Please inform us of items which are analyzed and show us typical
examples of your record.
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2 Facility Maintenance Management (2/4)

No.

Data / Information / Description

Nat.nevof materials and
Responsible Agency

2.4

2.5

2.6

(1)

2)

(D

(H
(2)

(3)

4

Regarding check list of structures and equipment

Have you provided check lists to carry out daily and periodical
inspection? Please show us your form sheets, if they are used.

Do you have maintenance records of structures and equipment and are
they compﬂed in order to make the most use of them for mamtenance
of equlpment before breakdowrﬂ

\R'égarding water leéakage‘inspection

Please show us drawing lists of water piping of Tashkent city.

Do these lists have information of pipe size, pipe material and the year
when each pipe was laid ?

Regarding sub contractors for land surveying and inspéction of water

| leakage ‘

Please inform us of sub contractors Wthh we can ask for land
surveying and inspection of water leakage etc.

Name of contractor ' 4

Number of employees and number of specialists of each field
Past major job experience

'Projec_t name/ Project term/ Contract amount/ Brief explanation of

the project
Equipment and tools which they have.
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2.Facility Maintenance Management (3/4)

No.

Data / Information / Description

Name of materials and
Responsible Agency

2.7

2.8

2.9

2.10

)
2)
3)
4)

Regarding purchasing of pipe, fittings, valves and water meters,
please inform us of organizations or venders which supply Tashkent
vodokanal with pipes, fittings, valves and water meters by filling the
blanks of Appendix 3.

Regarding manufactures of pipe, fittings, valves and water meters in
this country, Please fill the blanks of Appendix 4.

Regarding quantity of pipes ,valves and water meters which were sold
to Tashkent vodokanal annually from 1995 to 1997, please fill the
blanks of Appendix 5, 6 and 7.

Did you receive orders of equipment such as pumps and disinfection
units in the past several years ?
Please inform us of equipment if you did.

Company’s information

Name of the company

Address, telephone number and facsimile number

No. of employees / No. of workers, engineers and administrative staff
Major past experience
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2 Facility Maintenance Management (4/4)

No. Data / Information / Description Name of materials and
’ Responsible Agency
2.12 Have you received orders of water leakage survey and/or repairing
of pipes from the Tashkent vodokanal ? Please inform us of
the projects as below.
2.12.1 | Name of the project
2.12.2 | Starting date, Ending date
2.12.3 | Contract amount in US$
2.124 | No. of persons(specialists, engineers and clerks) involved in
the project
2.12.5 | Equipment and tools used for the project
2.12.6 | Brief explanation of the project
(1) Covering area
(2) Work volume
(2)-1| Total pipe length surveyed per pipe size
(2)-2| Pipe length surveyed per day
(2)-31 Total pipe length replaced with new one per pipe size
(2)-4 | Pipe length replaced per day ’
(2)-5| Number of repair points per unit length of pipe
(2)-6| Number of repair points per day
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3. Economic [/ Financial Analyze (1/8)

No.

Data / Information / Description

Name of materials and
Responsible Agency

3.1

(1

(2)

(3)

4)

Regarding the government policy

Collecting . the statements of government policy on granting
autonomyfrom the line ministries to Vodokanal with regard to planning
and execution right of water charges revision, site selection for new
water reservoirs, plant and equipment investment, fundrasing,
employment and promotion of personnel, etc.

Collecting the statements of government policy on putting
responsibility and accountability on Vodokanal for achieving self
financing operations.

Collecting the information and data on studies of the desirable future
business structure in- comparison with electric power business in
Uzbekistan.

Collecting the medium and long term simulation of Vodokanal with
regard to demand forecasts, revenue and expenditure forecasts,
financial forecasts.
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3. Economic / Financial Analyze (2/8)

No.

Data / Information / Description

Name of materials and
Responsible Agency

3.2

(D

)

(3

“)

Regarding the financial benchmarks for improving Vodokanal
managementset by foreign donors or itself.

Annual return of capital (ARR): ARR is defined as after-tax

net profit, before interest, over the interest-bearing loans and
Vodokanal own capital (capital). The own capital should include
revalued portion of the fixed assets. The return requirement

depends primarily on the cost (interest plus dividends) that Vodokanal
has to pay for capital. As general guideline of the future, will
Vodokanal set tarries at levels to achieve a minimum ARR of for
example, 5%, after amajor investment programmer is completed ?
Financial self-sufficiency : Vodokanal is to be financially self sufficient
in the near future. At that time, will its internal cash generation
(net profit+interest+depreciation) after debt service and a provision for
working capital be sufficient to cover, for example, 30% of future
capital expenditure (self-financing ratio) 7

Preconditions required to achieve this objective includes revaluation of
fixed assets to keep up with inflation, and adoption of rates of
depreciation corresponding to the economic life of various assets.
Internal cash generation exceeding debt service : Wil Internal cash
generation {(depreciation+interest+net profit) be, for example, at least
1.2 times debt service (interest+amotisation) ?

Sound financial position (solvency) : Will the total debt be less or
equal to, for example, 50% of the debt plus own capital? The'
calculation of this ratio is needed to ensure that borrowings are on a
reasonable level compared to the wealth of the borrower.
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3. Economic / Financial Analyze (3/8)

No.

Data / Information / Description

Name of materials and
Responsible Agency

33

&)

(6)

(D

2

Improved collection efficiency : Will accounts receivable be equivalent
to less than, for example, 30 days of sales? Preconditions for
achieving this objective include expansion of the computerized
system to cover all billings and collections, and introduction of suitable
measures for payment management and enforcement.

Studying the executing results and problems of management
improvement plans being made by foreign donors or itself with regard
to improvement of accounting system, management information
system, personnel development, management system. ‘

Regarding medium and long term financing. plan of Vodokanal
Collecting and identifying medium and -long  term financal and
financing plans of Vodokanal (Especially, studying general
subsidy policies to Vodokanal in the future. Will the government
continue to inject some sorts of subsidies to Vodokanal till 20007)
Collecting . and identifying plans of Vodokanal from the
following points Internal funds - (future planning of reasonable
increases. in water charges, revaluation of fixed assets, reasonable
depreciation, reduction of general cost, etc.- External funds ( foreign
official borrowing, foreign private borrowing, project financing incl.
BOT financing etc.
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3. Economic / Financial Analyze (4/8)

No. Data / Information / Description Name of materials and
o Responsible Agency
3.4 Regarding the government financial assistance.
(1) | The government financial statements on water sector (the past 5 years'
results, the draft of future 5 year's budget) prepared by the authorities
in charge of the water supply.
(2) | The long term development strategy , investment plan and fund
raising plan in water sector prepared by the authorities in charge of the
water supply.
(3) | The future government financial assistance, if the government will
decrease subsidies to Vodokanal
3.5 1 Obtaining your comments on the following recommendations. The

recommendations were made for improving the management
efficiency of Hanoi Water Business Company (HWBC) in Vietnam till
the year 2005, which is the water supply company in Hanoi ecity
belonging to Hanoi People's Committee (HPC) , this is, a municipal
government. The biggest problem which HWBC is facing is that non

| revenue water estimated to reach 70% of production owing to physical

leakage, lack of operating meters and weak billing system. We
would appreciate if you can comment on the following
recommendations.
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3. Economic /[ Financial Analyze (5/8)

No.

Data / Information / Description

Name of materials and
Responsible Agency

(D

(2)

Under the circumstances of the government subsidies being reduced,
HWBC has became the status of semi-corporatization with partly
subsidies and with half autonomy.  HWBC should proceed steadily
to full-corporatization with strong company cash flow (=self-financing
capability) and with autonomy towards the year 2010.
Full-corporatization means that HWBC should have the management
autonomy and self-accountability separating from the control of HPC.
This process can be defined as commercialization which a state run
enterprise such as HWBC seeks profit-based efficiency. However it
should de noted that corporatization and commercialization are quite
different from equitization (initial public offering on the stock
exchange) and privatization (listing of majority of shares on the stock
exchange).

The last two stages may not be taken place in the water sector of Hanoi
till the year 2010.

Itis necessary that HWBC should work more closely with customers '

whom it serves rather than should work too much closely with HPC.

If HWBC will not seek sufficient customer-oriented activities and will
continue to have huge amount of non revenue water resulting

from physical leakage, lack of operating meters and weak billing
system, HWBC will have the new entry of efficient foreign private |
water suppliers to meet the rapid water demand in Hanoi.
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3. Economic /[ Financial Analyze (6/8)

No.

Data / Information / Description

Name-of materials and
Responsible Agency

3)

4)

It is effective that the performance oriented salary system should be
strengthened in order to increase collecting water charges and reduce
system losses.  Under this system, performance targets should be set
by each unit in consultation between managers and. workers. . Each
unit on HWBC should make. detailed- benchmark figures on income

target and expenditure target in its business plan. - The results will be

evaluated based on benchmarks and performance. The evaluation
should be reflected in salaries:and bonuses. , : :

As shown in other countries' cases especially in China, the
involvement of several governmental agencies in the water supply
business would have been produced poor results, such as sluggish
management decision-making, lagging improvements in managerial
efficiency, and delays in trimming supply costs. It is recommendable

| that the authorities in Vietnam should suitable concentrate and unify

several -governmental- authorities involved in the water -supply
business.
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3. Economic / Financial Analyze (7/8)

No.

Data / Information / Description

Name of materials and
Responsible Agency

©)

(6)

(7

The board of directors of HWBC seems presently to involve in the
combination of ownership and management. Ownership function
results from the present situation on that fixed assets of HWBC
belongs to the government authorities and that directors, managers of
HWBC are mostly appointed or approved by the HPC. Potential
conflicts of interest have existed because that the board of directors not
only perform the ownership function on behalf of HPC, but also is
responsible for managing HWBC toward profit based efficiency.

Under the circumstances the board of directors would face a dilemma |

whether water charges should be kept at an affordable level, or, at the
level that allow the company to cover costs and make future

investments. It is desirable that ownership function should shift:

from HWBC to the government authorities.
It is effective that the water plants and billing departments should be

not only defined at the present as internal cost units, but also redefined

in the future as -internal profit units.  This means .to place
workers profit responsibility and motivation to reduce water leakage
and increase collecting water charges.

The fixed assets of HWBC are formally owned by the government
authorities, although they are stated in the balance: sheet of HWBC.
This is different from the international .accounting standards. = It is
recommendable that HPC should transfer the asset's ownership to

HWBC in exchange of holding equity ownership of HWBC. HPC
should have indirect control of HWBC through its equity ownership..

In this case it is desirable that HWBC should pay dividend to HPC
(equity owner) in the future.
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3. Economic / Financial Analyze (8/8)

No.

Data / Information / Description

Name of materials and
Responsible Agency

(8)

&)

It is necessary that foreign official funds should not be provided as
subsidies from HPC to HWBC, but should be provided as loans
through governmental financial institutions with guarantee by the
central government. In this case HWBC should pay interest to the
financial institutions.  In the future, it may be advisable that foreign
official funds should be onlent to HWBC near at commercial lending
rates and not on concessional terms.

In order to use foreign funds in the future, HWBC will need to
establish a strong balance sheet, sufficient cash flows, and to obtain a
good rate of return. In addition to this sound financial condition,
HWBC will need to provide adequate financial statement to lenders,
financial institutions. Financial statements must be prepared in
accordance with international accounting standards. It is necessary
that fixed assets should be re-valuated and under-estimation of
depreciation cost should be corrected. It is not sufficient for HWBC
to provide its financial statements audited and certified by a
government internal auditor. Financial statements should be audited
each year by competent, independent auditors.
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Information on the technical kevel of water supply and
sewerage system of the city of Tashkent as of 1st of]
Jan. 1998

Information on the state water supply and sewerage
system in Tashkent as of 1st of Sep. 1998
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177y =7 13,000~15,000
18) 7y —T (R 11 400~-500
1O)BEM AL 1B 80(1) %)Sfé\g_*g et
WESEE 8/kw - h
21)H A 5/m’|5,10024/1,000m’
22)A4FHE 142 2~5
2. A
DYREERBHE(EVV'ZT)  |IA-H 500~750
2ARERE(ER) 1A-H 400~600
2SAEHIEB(AF) 1A-R 600~700| =y =T LB NWEBETHD (FER
267 (B RN (EEE LA H 400~500
2NEAL AR (F ) 1A-H ZTHIZED
28)iB R (e — T FE) LA-H THHIED
29)i@aR (A —EEE) 1A-H R LD
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UARFAFCEREEEREXERE (FATHE)

YmFER
SFEITA L 1USS=123R A
HE E7 S8 wE (k. M%)
30)RFA/3— 1A-H 600~800
31)7K1EA—FELfT pRIES 7,000~14,000
3. Bl
32)4WD7V I —4 - BN |18 US$31,000
33 4WDFVF I—4 — (& E) |15 - B
3HAWDE /Ty 7 (HEN) =)
35)4WDt v/ 7y 7 (£ E) 1&5-E
36)ERE - SR 1@
INAIY 11U b 30~50| &t
38)E% Wy 500~1,000] (REZAL TV VRV
397 —B/LBREL 1V 30~50
40) AN 1V 300~700
4B
41)H#f1[ 145
2)RABEER 18 FEAFEAERL
43)7KE A 118 US$40~60|F ==, A AHL
1R/ = H
1A= u
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