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Executive Summary 
 
This report provides a draft transaction plan for retaining a private contractor to provide metering 
services in a pilot zone of AWGA’s total service area. The pilot zone includes approximately 
125,000 customer accounts in the western part of Alexandria, or roughly 10% of AWGA’s total 
customer base. The metering contract is projected to result in a 13% increase in net revenues in 
the pilot area or approximately L.E. 7.6 million per year. This amount could potentially be 
higher, depending on the number of illegal connections that are found. The contract is also likely 
to improve customer relations and raise the collection rate, as customers begin to have more 
confidence in the accuracy of meter measurements that should result from a metering contract. 
 
The steps involved in the procurement of a metering services contractor could take up to nine 
months and should include the participation of a transaction advisor and several AWGA staff. 
The first three months will involve efforts to gather and refine information needed by prospective 
bidders to assess the situation in the pilot area and prepare a responsive bid. Once the necessary 
background information has been compiled, the transaction implementation group engages in 
promotional efforts, prepares bidding documents, receives and evaluates proposals, negotiates a 
contract and handles the transition for implementation. These activities will take an additional 
three to four months to complete. 
 
The consultants estimate that the transaction activities will cost L.E. 2.1 million. Assuming a 10-
year contract, this is equivalent to approximately 6% of the total contract value to the winning 
bidder. Most of the transaction costs will be for the transaction advisor, who will help promote 
competition, prepare bidding documents and advise AWGA on key contract terms and the 
ultimate selection of a contractor. Typically a transaction advisor is paid a fixed fee plus a 
success fee at the time the contract is executed. In our consultant’s opinion the success fee for a 
transaction this small, would be about 1% of the total contract value.  
 
Due to the small size of this service contract, the transaction cost on a percentage basis of the 
total contract is higher than the norm. It is customary to require the winning bidder to pay all or a 
portion of the transaction costs at the time a contract is executed. If a contract is not executed the 
transaction costs, and the transaction advisor’s success fee would need to be absorbed by 
AWGA. 
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A ""metering only"" contract like the one envisioned for the pilot area should be considered an 
initial step toward a more comprehensive PSP alternative in AWGA.  If this is not the intent in 
the mid-term by AWGA and the Holding Company, the consultants would not recommend to 
undertake further actions on this transaction.  
 
The consultants believe that a successful ""metering only"" service contract at AWGA will 
provide a good example for other utilities to follow in Egypt. Furthermore, a successful contract 
will provide the impetus for more comprehensive contracts including activities to improve 
collections and network performance, as well as reduce the amount of unaccounted for water.   
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1.  Purpose of Report 
 
This report is a follow-up to the needs assessment and feasibility report for metering, billing and 
collection prepared by SEGURA/IP3 Partners LLC, dated October 2004. This report provides a 
brief summary of the PSP options detailed in the aforementioned report and also provides more 
details on the activities associated with a "metering only" option and a plan for procuring 
metering services from a private contractor. 
 
 
2.  PSP Options 
 
Two options were identified for PSP in a pilot area of AWGA’s service area. The pilot area 
consists of 3,600 KM2 of land area and includes approximately 125,000 customer accounts, or 
roughly 10% of AWGA total customer base. The two options included: 
 

1. A "metering only" option that would delegate to a private operator the metering functions 
including installation, replacement and meter reading, and  

 
2. A more comprehensive option that would delegate to a private operator all of the 

metering functions, plus billing and collection. 
 
AWGA has expressed an interest in developing the transaction implementation plan for the 
"metering only" option. AWGA has also indicated that it believes it can improve its billing and 
collection efforts through internal efforts and does not wish to pursue the more comprehensive 
metering, billing and collection option. 
 
 
3.  Key Metering Facts and Assumptions 
 
The following information is intended to provide a context for the need for a "metering only" 
contract. Details of most of the following points are described in the needs assessment and 
feasibility report: 
 

1. There are approximately 125,000 customer accounts in the pilot area and approximately 
3,500 of these accounts have meters that are greater than 2”. 
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2. Almost all of the meters that are less than 2” were purchased from two local public 
companies and the quality of these meters is believed to be substandard. 

 
3. There is no formal meter replacement program for small meters and they are normally 

only replaced when they have been identified as being broken. 
 

4. AWGA’s internal data indicates that approximately 5% of all meters in the pilot area are 
broken and many others are inaccessible to meter readers. 

 
5. To the best of the consultant’s knowledge, a customer census has never been conducted 

and thus AWGA has no assurance that all businesses and domestic living units that are 
connected to the water system are being billed. 

 
6. The meter reading process in two out of three of the branches in the pilot area is based 

largely on manual procedures (paper and pen). 
 

7. The average number of meters read per day per meter reader is low by international 
standards, largely due to low customer density and lack of vehicles. 

 
8. The level of arrears is high (equivalent to about 16 months of billings in the pilot area). 

 
The above points reflect a metering, billing and collection program that is in need of much 
improvement and one that could benefit from PSP. However, the "metering only" option does 
not address collection problems. 
 
 
4.  PSP Metering Activities 
 
The "metering only" contract envisioned by the consultants would be a 10-year contract that 
delegates a number of activities to a contractor in the pilot area. These activities are expected to 
include the following: 
 

1. Conduct a customer census and identify illegal connections. 
2. Based on the customer census, reclassify customer accounts to tariff categories 

indicative of actual use. 
3. Replace broken meters. 
4. Relocate inaccessible meters so they can be read more easily. 
5. Test and replace meters over 2” as soon as practical. 
6. Install advanced meter technology for large and government accounts. 
7. Test and replace apartment master meters. 
8. Expand the use of hand held meter reading devices in Ameriya and Borg El Arab. 
9. Purchase motorcycles for meter readers and redesign meter routes as needed. 
10. Replace most domestic meters over a 5 to 10 year period with higher-class meters. 
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Many of the above activities have taken place to some extent through technical assistance 
programs supported by US-AID. In the consultant’s opinion, a PSP contract for metering 
services will build upon the technical assistance already provided and provides a mechanism to 
ensure that the assistance is sustainable on a long term basis. 
 
As detailed in the needs assessment and feasibility report the above activities are estimated to 
result in annual net revenue increases on approximately L.E. 7.6 million. The amount could be 
more depending on the number of illegal connections found, which often occurs when a 
customer census is conducted. For example, in Bogotá, Colombia a PSP contract was recently 
negotiated that included metering, billing, collection and network management services. The 
contractors (5) performed a customer census and found 80,000 illegal connections in the first two 
months of the contract. This was equal to 6% of the total customer base and was very surprising 
to the government authorities that believed there were fewer illegal connections. 
 
It is also likely that the above activities will improve the collection rate if the customers believe 
that their water use is being more accurately measured. Inaccurate meter readings are currently 
one of the reasons some customers do not pay their water bills. 
 
Item six (6) in the above list of activities, install advanced meter technology for large and 
government accounts, could include implementation of hand held meter reading devices in 
America and Borg El Arab or more sophisticated automated meter reading (AMR) or Smart 
meters. Telephonic reading may also be possible dependent upon security access allowed by 
customers. 
 
For purposes of estimating the potential increase in billings the consultants have assumed AMR 
would be used. However, each bidder is likely to propose alternative technologies that they 
believe will be most effective for the situation. The consultants have no bias toward any 
particular technology and believe the final decision should be based on a cost-benefit evaluation 
(defined in the bidding documents) of proposals. 
 
A metering contract that includes the activities enumerated above is quite common and there are 
a number of success stories that have resulted from similar, but more ambitious contracts. A few 
examples follow: 
 

• In Mexico City, the municipal water authority entered into four separate 
contracts with private firms with similar activities as those proposed for the 
pilot area plus activities to measure and reduce unaccounted for water. At last 
count, the contracts have resulted in very significant increases in water billed 
and reduction in the amount of unaccounted for water. 

 
• In just about every large concession contract that has occurred in the last 15 

years, the concessionaire’s first activities focused on improving the information 
about the customer base (user census). This activity more frequently than not 
results in substantial revenue increases starting in the first year or two of the 
concession contracts. For example, in Buenos Aires the revenues increased by 
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more than 50% in the first year of the contract, despite a 25% decrease in the 
tariffs. In Murcia, Spain under a comprehensive management contract, the 
percentage of meter read increased form 36% to 96% in the initial four years of 
the contract. This brought a significant reduction in water losses from 45 to 23 
percent over the same period.1 

 
 
5.  Prospective bidders 
 
The companies likely to bid on a "metering only" contract, will most probably include a joint 
venture between a meter manufacturer and a local service provider and/or international water 
companies. The consultants believe there are several companies that will have a keen interest in 
this opportunity. A partial list of known companies that the consultants believe will have an 
interest in bidding on a metering contract for the pilot area are included in Table 1. Additional 
companies will undoubtedly be identified as part of the advertising and promotional efforts that 
will occur in connection with the transaction process. 
 
Some of the meter manufactures will already have relationships with local Egyptian companies; 
others may need to establish these relationships in order to bid. Therefore, it will be important to 
inform the market place of AWGA’s interest in pursuing a PSP contract for metering services as 
soon as practical so that potential bidders will have time to develop necessary joint venture 
relationships. This could initially be done informally through word of mouth efforts or by 
general announcements by the Holding Company. Ultimately a formal tender announcement in 
the local press and trade magazines will be needed.  
 

 
Table 1 

Indicative List of potential Bidders 
 

Meter Companies Service Providers 
1. ABB 1. AMCO Water Metering Systems 
2. Atlantic Meter Company. 2. Saur 
3. Badger Meter, Inc. 3. Schlamberger 
4. Neptune Technology Group 4. Severn Trent 
5. Kent Meters 5. Techno Media Group 
6. Platinum Electronics Co. 6. Hydro Comp. Enterprises 
7. Horseman Controls 7. Prestige Supplies & Services 

 

                                                 
1  Yepes, G. Reduction of unaccounted  for water. The job can be done!. Best practices ,The World Bank. Water and 
Sanitation Division. 1995. 
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The level of interest and ultimate costs of the "metering only" contract, will be influenced by the 
bidders understanding of the potential size of this opportunity. If the bidders believe this is an 
opportunity limited to one pilot area in Alexandria, the level of competition will be limited and 
thus the costs higher than it might otherwise be. On the other hand, if the bidders believe that the 
procurement can lead to additional contracts in Alexandria or other utilities owned by the 
Holding Company, the competition and pricing will be more robust. The Holding Company and 
AWGA can influence the level of competition by stating their intentions in the bidding 
documents with respect to follow-up contracts. 
 
AWGA could also consider a requirement in the contract to install meters in the distribution 
system (technical meters) to measure the amount of water delivered to the pilot area. This type of 
activity would allow the amount of unaccounted for water to be monitored and measured and 
provide valuable information to help solve the continuity of service issues described in the needs 
assessment and feasibility report. At least in the Sahel area, the installation of technical meters 
requires minor changes in the distribution network. In the other two areas more extensive 
modifications are needed.   
 
It is worth mentioning that some utilities that have contracted-out services like metering allow 
their employees to bid on the contract. In AWGA’s case some of the managers in the pilot area 
branches could organize themselves as a local company and pursue a joint venture with one or 
more meter manufactures. AWGA would need to support this type of initiative and possibly 
provide some technical assistance to get it started. 
 
 
6.  Transaction Activities  
 
Table 2 includes a Gnat chart of the major tasks that will be involved in securing the services of 
a qualified contractor for a "metering only" contract. 
 

Table 2 
Transaction Activities 

1 2 3 4 5 6 7 8 9 10
        

1 Retain a transaction advisor  
2 Organize a contract administration unit  
3 Prepare and enhance existing metering data  
4 Agree on policy and legal matters  
5 Issue RFQ  
6 Evaluate qualification statements and short list firms  
7 Conduct site visits with short listed firms  
8 Prepare and issue RFP, including draft contract  
9 Evaluate proposals and select firm  
10 Begin transition assistance

Activities Months
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As shown in Table 2, the transaction process will take up to nine months and seven months from 
the date a transaction advisor is retained. The first three months of the transaction process 
include activities to create the transaction unit, gather and refine information, and make decisions 
on policy matters that will have an impact on employees in the pilot area.  
 
The tasks and work efforts involved in each of the transaction activities shown in Table 2 are 
described below. The estimated costs of these activities are detailed in the next section of this 
report. 
 
1. Retain a transaction advisor. Since neither AWGA nor the Holding Company have any 

significant experience organizing and executing a transaction process like the one proposed, 
a transaction advisor will need to be retained. The role of the transaction advisor is to lead 
most of the activities in the transaction process, help facilitate data gathering and policy 
decisions and prepare the bidding documents including the RFQ, RFP and draft contract. In 
short, the transaction advisor’s role is to advise the owner and keep the process on schedule. 

 
As further described in this report, the transaction advisor will accompany the Transaction 
Unit that would lead most of the activities in the transaction process. It will also help 
facilitate data gathering and policy decisions and prepare the RFQ, RFP and draft contract.  
 
The transaction advisor will most likely include a team of consultants with knowledge of 
AWGA, familiarity with meter issues and some transaction experience. The transaction 
advisor will ideally include individuals that are familiar with the sector in Egypt and with 
AWGA and the pilot area and with meter technology. The transaction advisory team will also 
need to include an attorney familiar with local laws and regulations.  

 
The transaction advisor should be selected based on responses to a simple RFP that describes 
the proposed transaction and services requested. This should not be a time consuming effort 
and USAID may be able to help coordinate the activities needed to retain the transaction 
advisor on behalf of AWGA and the Holding Company. 

 
Typically a transaction advisor is paid a fixed fee plus a success fee at the time a contract is 
executed2. In the consultant’s opinion the success fee on a small transaction like this would 
be equal to about 20% of the transaction advisors total fee, or 1% of the total contract value. 
Also, considering the fact that the total estimated transaction costs on a percentage basis is 
higher than the norm, it may be appropriate to request some donor assistance in funding part 
of the transaction costs.  

 

                                                 
2  The definition of success is important. In some contracts it is defined on the basis of responsive proposals 
received; in others as the signing of the contract. The latter by definition, is outside the control of the transaction 
advisor and may pose problems. 
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2. Organize a contract administration unit. The contract administration unit should be a 

small unit consisting of about two full time AWGA staff member plus other staff assigned on 
a temporary basis for specific tasks. The main functions of the unit will be: 

 
a. To liaise closely with and supervise the efforts of the transaction advisor; 
b. To contact prospective bidders and invite then to participate; 
c. To prepare public announcements and issue the RFQ and RFP; 
d. To answer in writing questions that interested operators pose; 
e. Carry out all activities leading to the selection of a contractor; 
f. Organize and supervise the transition of metering activities from AWGA to the 

contractor. 
g. Monitor the contractor’s performance throughout the contract period. 

 
3. Prepare and enhance existing metering data. There are several data that needs to be 

compiled and made available to prospective bidders in order to obtain responsible bids. 
Exhibit I includes a list of the data that will be need to be available in a data room with easy 
access to bidders. It will be the responsibility of the contract administration unit, with 
direction from the transaction advisor, to prepare this information. The more complete and 
accurate the data is the more likely AWGA will receive more responsive and competitive 
bids. If the data is considered to be incomplete or inaccurate by the bidders, they will either 
not bid or add a risk premium to their bids, to the detriment of AWGA. 

 
4. Agree on policy and legal matters. There are a few policies and legal issues that need to be 

decided upon before a contract can be drafted and the bidding process continued. By far the 
most significant matter deals with the status of those employees that may not be needed or 
wanted by the winning bidder. Most bidders will likely have questions regarding the scope of 
work and the contract; therefore, it is important that AWGA sets consultation mechanisms to 
handle these concerns and to clearly communicate its position to all bidders. 

 
5. Issue RFQ. The Request for Qualification is a non-binding agreement that is sent to potential 

bidders in order to obtain a response concerning their interest and general qualifications. The 
RFQ should provide general information about AWGA and the service area, the specific 
activities expected to be performed by a contractor and the anticipated terms of the service 
contract as outlined in a draft service contract. The RFQ should be advertised in local 
newspapers and trade magazines. It is also appropriate to contact known vendors to alert 
them of the RFQ and to request potential bidders to comment on the activities and terms 
described in the RFQ. 

 
6. Evaluate qualification statements and short list firms. It will take about 60 days for 

potential bidders to respond to the RFQ. The contract administration unit and transaction 
advisor will need to evaluate each qualification statement and make decisions on which 
companies are qualified to provide the metering services expected. The comments and 
concerns described in the responses should also be taken into account so they can be 
considered in drafting the final service contract.  
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7. Conduct site visits with pre-qualified firms. Each of the pre-qualified firms will want to 
tour the pilot area and discuss the metering activities with the contract administration unit. 
They will also want to look at installed meters, meet with staff in the three branches in the 
pilot area and ask a number of questions regarding the information described in Exhibit I. 
AWGA should also take this time to request each qualified firm to discuss any comments or 
suggestions the companies may have regarding the terms of the draft service contract. 

 
8. Prepare and issue a RFP, including a draft contract. After the site visits are completed, 

the pre-qualified firms and AWGA should be in substantially agreement on the expected 
terms of the service agreement. Further, the pre-qualified firms should have all the 
information they need to prepare a technical and cost bid for the service contract. The 
Request for Proposal effectively documents this understanding between AWGA and the 
interested bidders and provides detailed bidding instructions including forms and schedules 
that must be submitted with proposals.  

 
9. Evaluate proposals and select firm. It will likely require 60 days for the qualified firms to 

prepare and submit their proposals. Once the proposals are received the contract 
administration unit and the transaction advisor will evaluate the proposals based on pre-
determined standards and rank the proposals. Depending on advice from legal counsel, 
AWGA may award the contract to the best-qualified firm or seek to negotiate certain terms 
with one or all of the bidders and then request a best and final cost bid.   

 
10. Transition assistance. It will be important to plan for an orderly transition in meter reading 

from AWGA to the winning contractor. During a 30 to 60 day transition period the contractor 
will have his own staff present in the pilot area and will become more familiar with the pilot 
area and metering functions. During this time period AWGA will continue to be responsible 
for all metering functions and will also need to cooperate with the contractor’s 
familiarization efforts. The contract administration unit will need to support these efforts and 
be attentive to promptly iron out any glitches in the transfer process. 

 
 
 
7.  Contract Costs   
 
The total value of the "metering only" contract over a ten-year term to the winning contractor is 
estimated at L.E 36 million. The components of this contract value on an annual and ten-year 
contract term are shown in Table 3 below: 
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Table 3 

Estimated Contract Value 
In million L.E. 

 
Activity Annual Total 

1. Large meter replacements with  advanced meter technology 0.6 6.0 
2. Replacement of 12,000 domestic meters per year 2.2 22.0 
3. Reserve payments for meter maintenance (batteries) 0.1 1.0 
4. Vehicle (motor cycle) purchases 0.1 1.0 
5. Contractor staff and other expenses 0.6 6.0 
Total estimated payments to the contractor 3.6 36.0 

 
 
By international standards L.E. 36.0 million is a small contract. Further, considering the fact that 
the contractor will not be able to fully control all of the metering operations, most contractors 
will be reluctant to accept contract terms that base too much of their compensation on incentive 
payments for increasing the amount of annual billings. As discussed in the needs assessment and 
feasibility report, the contractor will most likely be paid a fixed fee for every meter read and a 
fixed payment for every meter replaced based on meter size. In the consultant’s opinion, a small 
performance bonus ranging from 5% to 10% of increased annual billings would be an 
appropriate performance bonus. If this is done the estimated fixed payments would be reduced.   
 
 
8.  Transaction level of effort 
 
The consultants estimate that the costs of the transaction process, including an estimated value of 
AWGA’s efforts to gather and refine information, at L.E. 2.1 million, or approximately 6% of 
the total contract value. The estimated cost of the transaction advisor is L.E. 1.8 million and the 
estimated values of AWGA’s efforts are L.E. .3 million.  An estimate of the man-days needed by 
a transaction advisor and AWGA’s staff to conduct the transaction activities is included in Table 
4 below: 
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Table 4 

Estimated level of effort for the transaction 
 

Activities Transaction 
Advisor 

AWGA 
Staff 

1. Retain a transaction advisor - 20 
2. Organize / train the contract administration unit 20 40 
3. Prepare and enhance existing data 80 140 
4. Agree on policy and legal matters 20 40 
5. Issue RFQ 40 40 
6. Evaluate qualification statements and short list firms 30 40 
7. Conduct site visits with short listed firms 40 100 
8. Prepare and issue RFP, including a draft contract 40 40 
9. Evaluate proposals and select firm 30 40 
Total 280 480 

 
 
Additional details of the above man-day estimates are included in Exhibit II. 
 
 
It is often customary to require the winning bidder to pay all or a portion of the transaction costs. 
If this is done, AWGA will need to specify this as a bidding requirement so each bidder will 
include these costs in its bid. AWGA would be reimbursed for the transaction costs from the 
winning bidder when the contract is executed. If a contract is not executed the transaction costs, 
net of any amounts funded from donor agencies and the transaction advisors success fee would 
be need to be absorbed by AWGA.  
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Exhibit I 

Information Requirements 
(Information that needs to be compiled for the bid) 

 
 

1. Schedule of large and government customer meters to include: 
a. Manufacturer 
b. Year installed 
c. Location of meter 
d. Last twelve months of reading data 

 
2. Conduct and document the results of a test of approximately 300 domestic meters 

selected based on random statistical sampling methods and document the results of meter 
accuracy (measured flow to bench test flow). 

 
3. Conduct and document the results of meter reading audits that compare actual meter 

readings to second readings taken the same day by an independent firm. 
 
4. Lists of all current meter routes in the pilot area to include: 

a. Number of meters in each route 
b. Assigned meter reader and inspector 
c. Computer print-out of last meter readings by route 

 
5. Copies of billing registers for each branch in the pilot area for the past 12 months. 
 
6. List of all current meter readers to include: 

a. Name of meter reader 
b. Age 
c. Years of service 
d. Salary and bonus 

 
7. Copies and/or description of current bonus arrangements related to meter readers. 
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Exhibit II 
Transaction Level of effort, in man-days 

 
 

            Transaction Advisors         AWGA  Adm. Efforts 
Activity Foreign 

Consultants
Local 

Lawyer
Local 

Consultants 
Contract 

Adm. 
Assist. 
Adm. 

Temporary 
Staff 

1. Retain a transaction advisor    20   
2. Organize / train contract administration unit 20   20 20  
3. Prepare and enhance existing metering data 20  40  20 120
4. Agree on policy and legal matters  20  20 20  
5. Issue RFQ, including term sheet 20 20  20 20  
6. Evaluate qualification statements and short list 
firms 20    10 20 20
7. Conduct site visits with short listed firms 20  20 20 20 60
8. Prepare and issue RFQ, including draft contract 20 20   20 20  
9. Evaluate proposals and select firm 20   10 20 20   
Totals 140 60 80 140 160 180
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