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Executive Summary 
 

The Governorate of Alexandria is at the forefront of water and sanitation sector reform in 
the country. Working closely with USAID/Egypt, the Governorate has undertaken an 
ambitious program of institutional reform to both the Alexandria Water General 
Authority (AWGA) and the Alexandria General Organization of Sanitary Drainage 
(AGOSD). These reforms have been bolstered by substantial support from USAID both 
at the utility and the Governorate levels, and the result is perhaps the most professionally 
managed water and waste water operation in Egypt. 
 
The consultants SEGURA/IP3-LLP have been retained by USAID at the request of the 
Governorate of Alexandria (GOA), to advance the analysis of the proposed reforms 
exploring the feasibility of having Private Sector Participation (PSP) in the operation and 
maintenance of the water and wastewater system.  During their first visit in March, 2004 
the consultants had the opportunity to discuss with authorities of the Governorate and the 
Ministry of Housing and Utilities and Urban Communities, the scope of the proposed 
reforms. From this dialogue emerged the interest of the local authorities on the cross 
linkages and policy implications of some of the reforms. This report has been prepared in 
response to this interest, and to provide government authorities with alternative scenarios 
and recommendations to guide their policy decisions. These decisions will provide the 
basis for the development of the sector policy paper and the “road map” to move the 
reform process forward.   
 
More recently, the GOE issued Presidential Decrees no. 135 and 136 of the year 2004, 
establishing a Holding Company for water and wastewater companies and converting 
these and some general organizations and Public Sector Companies into Subsidizing 
Companies, which will now be ruled under the law of Public Business Sector Companies 
(law 203 of 1991).  The consultants are currently in the process of analyzing the 
implication s of the modified legal framework and will incorporate their views into the 
Policy Statement Paper (in progress), along with feedback from GOE officials to the 
present document.  
 
For Alexandria there are in this context at least two important dimensions to policy 
reform: first, a full understanding of its impact on the quality of services for the users and 
major economic activities, particularly tourism, and second, the political feasibility and 
window of opportunity to implement the reform agenda. As elaborated in the report, the 
consultants make the following recommendations: 
 
Merging water and sanitation agencies. Merging of these services is a desirable but not 
a necessary condition to improve services. A merger, will demand substantial 
involvement of senior government to overcome resistance to change likely to arise both in 
AWGA and AGOSD, which is likely to distract their attention. Therefore, it is necessary 
for government authorities to carefully assess the benefits and costs of embarking on this 
aspect of reform when it appears that there are other reforms that can have a more 
significant impact on the quality of services and in the local economy.  
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Personnel streamlining. Streamlining the work force is highly desirable not only to 
reduce operational costs but also to facilitate reaching a more balanced skill-mix. The 
government needs to assess the political and social implications of staff reductions and 
determine a plan to achieve the desired targets. Staff reduction by attrition only will not 
be adequate, as it will take a long time to produce meaningful results. Likewise, reaching 
the desirable levels of productivity through service growth will require at least 25 years 
(assuming 2.5 % growth per annum).  

 
Setting service rates. As tariff increases are certainly needed, it is important to revise the 
tariff structure (the way prices are assigned to different users) to improve the  targeting 
of subsidies to the poor, and substantially reduce or abolish subsidies to many consumers 
that do not need them. Recommendations on the average tariff level and on the tariff 
structure will be provided in a subsequent report. 
 
Centralization of services. 
Two aspects deserve careful consideration in light of recent legal framework 
reform:  
1. Local service agencies should be given substantial operational and financial 

autonomy, including the management of their internal cash generation; and 
2. The government should consider the inclusion of city authorities in the board of 

directors of these companies as a way to coordinate and take into account their more 
in-depth knowledge of local conditions and priorities. The presence of local 
authorities is particularly important if a private operator is in charge of water and 
sanitation services, as a permanent dialogue needs to take place between the 
operator and local authorities. Moreover, experience has shown that oversight of 
contracts with private operators often fails if managed by a distant interlocutor. 

 
Outstanding debt. It is urgent that the government evaluates options to actually address 
the debt issue, as it is an essential element of any sector-restructuring plan. It  is also 
important to note that it is highly unlikely that a private operator, under any of the PSP 
options considered, will assume this debt.   
 
Private sector participation Options. 
In connection with considerations for potential PSP in the Alexandria water and 
wastewater, it is important to be realistic about the impact that each alternative will 
imply.  These are only preliminary recommendations, based on initial information and 
Consultant's experience in similar projects around the world.  
1. Although more detailed analysis will be conducted as part of this project, it is the 

Consultants' preliminary perception that Service contracts for AWGA and AGOSD 
are likely to provide only marginal improvements in operations or in their overall 
cost structure. Therefore they should be assigned low priority in the early years of the 
reform agenda. 

2. A management contract is an option worth considering for the merged utility AWGA-
AGOSD or for AGOSD only, if the merge cannot proceed. It is advisable to include in 
the contract specific provisions to improve staff productivity levels. Severance 
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payments would be the responsibility of the government. Moreover, tariffs should 
cover, at least, operational costs. 

3. A lease contract is of interest for AWGA. It seems less attractive for AGOSD or for 
the merged AWGA-AGOSD services, due to low revenues from tariffs. It is advisable 
to include in the contract specific provisions to improve staff productivity levels. 
Severance payments are the responsibility of the government. Tariffs should cover, at 
least, operational costs. 

4. At this stage of the reform process, a concession contract does not seem feasible 
either for AWGA -or AGOSD or the merge of the two, as the average level of tariffs is 
low. However, a management contract for the merged institutions that could evolve to 
a concession contract, say after five years of operation, could be an attractive option. 
This transition time would provide a more reasonable timeframe for tariffs to reach 
the desirable level and for productivity gains to show results.  
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Feasibility Study for Private Sector Participation (PSP) in the 
Operation & Maintenance of the Alexandria Water & Wastewater 

System 
 
 

Main Policy Considerations 
 

1. Background 
 
The Governorate of Alexandria is at the forefront of water and wastewater sector reform 
in the country. Working closely with USAID/Egypt, the Governorate has undertaken an 
ambitious program of institutional reform to both the Alexandria Water General 
Authority (AWGA) and the Alexandria General Organization of Sanitary Drainage 
(AGOSD). These reforms have been bolstered by substantial technical assistance, 
financed by USAID both at the utility and the Governorate levels, and the result is 
perhaps the most professionally managed water and waste water operations in Egypt. 
 
The consultants Segura/IP3- LLP have been retained by USAID to advance the analysis 
of proposed reforms. During their first visit in March, 2004 the consultants had the 
opportunity to discuss with GOE and the Governorate authorities, the scope of proposed 
reforms. From this dialogue emerged the interest of local authorities on the cross linkages 
and policy implications of some of the reforms. These reforms include:  
 
 National level 

o Creation of a central government agency to act as a holding company of all 
water and wastewater local agencies entrusted with the provision of services, 

o Development of a regulatory framework,  
 Alexandria Governorate 

o Promotion of private sector participation in the operation and financing of 
these services.  

 
Governorate authorities also indicated their interest in merging water and sanitation 
services and understanding the implications of this merge.  
 
The need for sustainable, reliable and high quality water and sanitation services in 
Alexandria is paramount to a sustained and prosperous tourism industry and to promote 
the welfare of all its population. 
    
The proposed reforms in Alexandria have an important effect on the staffing levels in the 
sector agencies, the pricing of services, servicing existing debt held by public sector 
providers and on the type of private sector participation in the operation and financing of 
water and sanitation services. 
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2. Purpose and scope of the report 
 
This report has been prepared in response to the interest of the Governorate of Alexandria 
in exploring the cross linkages, and to provide GOE authorities with alternative scenarios 
and recommendations to support their overall policy decisions. These decisions will 
provide the basis for the development of the policy paper and the “road map” to move the 
reform process forward.  The paper discusses the following aspects of the proposed 
reform: 
 

1. Possible merger of the water and sanitation service providers 
2. Streamlining of personnel in AWGA and AGOSD  
3. Adjusting service rates (tariffs) 
4. Centralization of services through a holding company 
5. Management of outstanding debt of AWGA and AGOSD; and 
6. Promising private sector participation options. 

 
 
3.  Possible merger of water and sanitation service providers 
 
Government authorities have expressed interest in merging the water supply –AWGA- 
and sanitation –AGOSD - agencies. Merging of these two services has been a frequent 
issue in the development of the sector around the world. Historically, water supply 
companies were developed by the private sector and users had to pay for this service. 
Drainage and waste collection followed as a service provided by the local government 
often at no direct cost to the users or beneficiaries. Capital and operating costs were 
covered from general government revenues including property taxes. When capital and 
operating costs began to rise in response to environmental concerns that affected 
wastewater collection, treatment and final disposal practices, many cities opted to merge 
these services and introduce service charges to cover costs. However, there are many 
cities, Paris for instance, where these services are provided by separate agencies.  
 
In the case of Alexandria, it is important to weight the benefits and costs of this merger. 
These costs and benefits need to be analyzed from different angles: technical, operational, 
legal and political. 
 
The benefits of a merger include: 
 
 Need for less personnel, as there is no useful purpose in duplicating functions such as 

financial and accounting, personnel management, public relations and customer 
services. Moreover, other utility functions such as general management, planning, 
maintenance and construction supervision can be streamlined.  The net effect of a 
merge can be a substantial reduction in personnel and related costs, and thus less 
pressure on prices. This consolidation could facilitate reaching a more balanced staff 
skill-mix that will further help to improve operational efficiency; 
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 Better coordination of capital investment and rehabilitation programs with less 
disruption of the city road infrastructure and better over all city planning; and 

 
 Sharing of most maintenance equipment and maintenance resources with a 

corresponding reduction in costs. 
The costs of a merger include: 
 
 The clash of two different organizational cultures and administrative structures; 
 Sensitive managerial problems that stem from the reallocation of staff; 
 The political implications of reductions in personnel. 
 Complications originated in the financial imbalance of the two institutions. 

 
Another hurdle is the financial imbalance of the two institutions. Investment needs are 
higher and revenues lower in AGOSD, while in AWGA investment needs are lower and 
revenues higher. Such imbalance could put the merged company in a delicate financial 
situation unless the Government implements immediate tariff increases to reach 
acceptable levels of cost recovery.    
 
A recent example of a merger under similar circumstances in the city of Guayaquil, 
Ecuador (population about 2 million) confirms these difficulties as it took more than 
three years for the combined water and wastewater utilities to become an operational 
reality.  
 
The decision to merge is also likely to affect the choice of the private sector participation 
option as discussed in section 8. Moreover, particular attention should be given to clearly 
separate merger and private sector actions as the costs of the merger can be blamed on the 
private sector, an easy escape goat for opponents to this participation.    
 
Recommendation: Merging water and sanitation services is a desirable but not a 
necessary condition to improve services. The merger would demand substantial 
involvement of senior government officials to overcome resistance to change both in 
AWGA and AGOSD, which is likely to distract their attention. Therefore, it is necessary 
for government authorities to assess the benefits and costs of embarking on this aspect of 
reform when it appears that there are other reforms that can have a more significant 
impact on the quality of service and operations.  
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4.   Personnel policy 
 
The total staff working for AWGA and AGOSD exceeds 9,000. This level of staffing is 
high when compared with well performing utilities in other countries as presented in 
Table 1.  

 
Table 1.  Staff productivity indicators1

 
Productivity indicator City 

Country 
YEAR 

Service 
provided 

City 
population 
(million) 

 

Staff per 
(000) 

accounts 

Population 
served (000) 

Per  staff 
AWGA, Eg. (03) W 3.5 4 0.9 
AGOSD, Eg.  (03) WW 3.5 6 0.5 
Santiago, Chile (01) W&WW 5.4 1.1 4.6 
Murcia, Spain (92) W 0.6 1.1 1.9 
Pusan, Korea (90) WW 3.7 1.7 12.9 
Singapore (94) W 2.8 n.d. 3.7 
USA (average 1999) W > 0.1 n.d. 1.9 
Notes: W=water supply; WW= wastewater; n.d. no data 
 

 
The above indicators strongly suggest that staff productivity has ample room for 
improvement both in AWGA and AGOSD. Toward this goal the government needs to 
consider taking the following actions:  
 
 First, reducing the labor force by at least 50% to bring staff productivity within 

acceptable good practices. However, this staff reduction can be made in stages, say 
over a five year period;  

 
 Second, realigning professional skills to achieve a more balanced skill mix; and  

 
 Third, making internal transfers to ensure a more balanced distribution of personnel 

across different departments. 
 
 
Recommendation: Streamlining the work force is highly desirable not only to reduce 
operational costs but also to facilitate reaching a more balanced skill-mix. The 
government needs to assess the political and social implications of staff reductions and 
determine a plan to achieve the desired targets. Staff reduction by attrition only will not 
be adequate, as it will take a long time to produce meaningful results. Likewise, reaching 
the desirable levels of productivity through service growth will require at least 25 years 
(assuming 2.5 % growth per annum).  
 

                                                 
1  Yepes, G. & Augusta Dianderas. Water and Wastewater Utilities. Indicators, 2nd edition. TWUWS. The 
World Bank, May 1996  
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5.  Service rates 
 
The feasibility study prepared by Nathan Associates and Deloitte Emerging Markets2 
indicates that the average service rate does not cover all costs (operations, maintenance 
and debt service obligations associated with capital investments), and concludes that 
service rates should more than double. Several indicators support this conclusion: 
 
 The high level of debt in arrears of both AWGA and AGOSD;  

 
 Significant investments in rehabilitation, a telltale sign of past neglect in maintenance 

due to lack of funds.  
 
 Circumstantial evidence that tariffs are low is also provided by comparing water and 

wastewater rates in Alexandria with well-run utilities in other countries of 
comparable level of economic development. For instance, in Santiago, Chile, with a 
well-run utility, by any standards, the average rate for water and sanitation services is 
about L.E. 2.50/m3 or almost five times the combined average tariff in Alexandria.  

 
The reliance on government subsidies to cover operational deficits and capital 
investments acts as a strong disincentive to improve productivity and hence undermines 
any attempt to improve accountability and financial discipline. The need to raise the 
average level of tariff arises independently of whether the private sector participates in 
the operation of services or not.  

 
Recommendations: As tariff increases are certainly needed, it is also important to revise 
the tariff structure (the way prices are assigned to different users) to improve targeting of 
subsidies to the poor, and substantially reduce or abolish subsidies to many consumers 
that do not need them, which can facilitate the tariff adjustment process. A detailed 
analysis of the exiting tariff system and recommendations on the average tariff level and 
on the tariff structure will be provided in a subsequent report. 
 
 
6.   Centralization 
 
By presidential decree of April 2004,  AWGA and AGOSD have been declared as Public 
Work Sector Companies (Law No. 203 of 1991). The full implications of this 
government decision will be analyzed in a subsequent report. Moreover, the government 
is considering the creation of a national holding company to oversee the operation of 
public water and sanitation companies in the country. This holding company is expected 
to provide a better and more focused oversight than at present.  It is still not clear at this 
stage how the proposed holding company will work in practice. Nonetheless, the 
consultants make two recommendations: 
 

                                                 
2. Consultants, do not have at the time of preparing this report, adequate information to independently 
verify the tariff levels suggested in the Deloitte study, but in a latter report will provide this information,  
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1. Local service agencies should be given substantial operational and financial 
autonomy, including the management of their internal cash generation; and.  

 
2. To consider the inclusion of city authorities in the board of directors of these 

companies to coordinate and take into account their more in-depth knowledge of 
local conditions and priorities. The presence of local authorities is particularly 
important if a private operator is in charge of water and sanitation services, as a 
permanent dialogue needs to take place between the operator and local authorities. 
Moreover, experience has shown that oversight of contracts with private operators 
often fails if managed by a distant interlocutor. 

 
 
7.  Outstanding debt  
 
The Nathan-Deloitte study indicates that the combined outstanding debt of AWGA and 
EGOSD amounted to L.E. 815 million in 2001, (L.E. 853 million in 2002 and L.E. 947 
million in 2003) and recommends a substantial debt write-off for both companies 
considering that servicing this debt would be possible only through substantial tariff 
increases, which might no be politically feasible. The consultants understand that the 
government is not prepared at present to accept this recommendation.  And those 
arrangements are under discussion involving the Ministry of Finance, the National 
Investment Bank and other authorities.  
 
Recommendation: It is urgent that the government evaluates these options in order to 
actually address the debt issue, as it is an essential element of any sector-restructuring 
plan.  
It is also important to note that it is highly unlikely that a private operator, under any of 
the PSP options considered, will assume this debt. In similar situations in other PSP 
contracts, the outstanding debt has been serviced by a special surcharge on the tariff, 
with the private operator acting as collecting agent on behalf of the administration. 
. 
 
8.  Promising private sector participation (PSP) options  
 
It is important to remember that Private Sector Participation is a means toward achieving 
certain sector development goals and not an end in itself. There is a wide range of PSP 
options and characteristics, as shown in Table No.2. These options reflect the degree of 
responsibilities and risks assumed by both parties (government and private operator – 
P.O. -). In practice, differences among PSP modalities may not be as sharp as indicated in 
the table and some of these options can be developed simultaneously (for instance, a 
management contract with one operator and a BOT or BOO with others). 
 
In the selection of the most suitable option, the government needs to consider, in 
particular, the likely impact on the performance of the service agencies, and the risks 
assumed by a private operator and the government.  
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The impact on the operations of the utility could translate into productivity gains and 
hence lower costs. This impact is often minimal with service contracts and, in general, 
increases from management to lease to concessions. The inherent risks in PSP options 
move in parallel. BOTs and BOOs are of interest to finance and operated specific 
components of the system, such as a treatment plant, but have little impact on the 
operations of the utility and, therefore, are not discussed further.  
 
In the allocation of risks, good practice indicates that the party that has more control over 
a particular risk should assume it. For instance, the government often assumes foreign 
exchange, inflation, and currency convertibility risks, and the private operator assumes 
operational and construction risks. Business environments with an untested legal and 
regulatory framework and lacking a consistent history of adequate and timely tariff 
increases are generally perceived as high risk by potential private operators.  
 
As a general rule, concessions present the highest risks for the private operator, as 
substantial private capital financing is inherent in these operations. Therefore, the 
contract should have obligations from the government to set tariffs to cover all costs. The 
risks associated with service contracts are substantially less, as private capital 
requirements, if any, are not significant. Management and lease contracts pose an 
intermediate level of risk between service contracts and concessions. The level of risk to 
the government and the complexity of the supervision tend to parallel those of the private 
operator. 
 
The allocation of risks and responsibilities can evolve over time as the private operator 
and the government become more familiar with the development issues of a particular 
utility. This evolution can thus parallel the pace of other reforms. Toward this end 
contracts can be structured to evolve, say, from a management contract to a concession 
contract as some specific benchmarks are reached over time. 
 
With these considerations in mind the main policy considerations for each of the most 
promising PSP options are elaborated below: 
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Table 2.  Relevant Private Sector Participation Options 

 
PSP OPTION Concept 

Service contract Management Lease Concession BOT/BOO 
Contract duration 
      ( years) 

1-5 5-10 10-20 More than 15 Several years 

Effect on utility 
performance 

 
Marginal  increases 

 
Marginal 

Financing of 
investment program  

Government Government Government P.  O. P. O. 

Financing of 
maintenance & 
rehabilitation 

 
Government 

 
Government 

Cash flow of utility & 
P.O. contractual 

obligations. 

Cash flow of utility & 
P.O. contractual 

obligations. 

 
P. O. 

Financing of working 
capital of utility 

 
Government 

 
Government 

P. O. 
From utility revenues 

P. O. 
From utility revenues 

 
Government 

Tariffs N. A. Government Government/contract Government/contract N. A. 

Basis for payment to 
P. O. 

 
Unit prices 

 

Management fee + 
productivity 
incentives 

Payment terms, including 
lease, defined in contract 

Payment terms defined in 
contract 

Payment terms 
defined in contract 

Responsibility for 
payment to P. O. 

 
Government 

 
Government 

 
From utility revenues 

 
From utility revenues 

 
Government 

Utility Employees  
N. A. 

Gov. responsibility 
Authority of P.O. 
defined in contract 

 
Responsibility of P.O.   

 
Responsibility of P. O. 

 
N. A. 

Risks for P. O. 
    increases 

Similar to a 
concession 

Complexity of 
regulatory oversight increases 

Moderate 

 Notes: P.O. Private Operator;; BOT Build, Operate & Transfer; BOO Build, Own and Operate; N.A. Not applicable
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8.1 Service Contracts. These contracts are useful to help improve specific areas, such as 
meter reading.  The main inputs from the private contractor are know-how and 
manpower, and on occasion minor investments (equipment). They are often low risk to 
both parties and, as a general rule, have limited impact on operations outside the scope of 
the contract.  
 
Some important considerations related to these contracts include:  
 
o Payment to contractor should preferably include incentives to improve productivity. 
 
o Payment is not linked to the level of tariffs or financial situation of company.  
 
o Contractor can provide some capital (for instance in the form of maintenance 

equipment) if length of contract is adequate to recover investment. 
 
As a service contract becomes operational, the utility should reduce the labor force 
associated with the service contracted. Otherwise the operational costs of the agency will 
increase. 
 
Recommendation: Service contracts for AWGA and AGOSD are likely to provide 
marginal improvements in operations or in their overall cost structure. Therefore they 
should be assigned low priority in the early years of the reform agenda. 
 
 
8.2 Management Contracts. The private operator assumes all responsibilities related to 
the operation of the services and customer relations on behalf of the agency. The private 
operator, as specified in the contract, often provides the manpower to fill some senior 
administrative positions. 
 
Some important considerations related to these contracts include: 
 
o Payment to the private operator includes a management fee. 
 Additional monetary incentives (bonuses) should be based on productivity gains, 

(for instance, reaching higher than contractual collection efficiency). 
 

o Level of tariffs and payments to the private operator are not necessarily linked.  
 
o The private operator could be required to provide some capital (often in the form of 

information technology, accounting & billing and collection hardware and software). 
This investment is recovered over a few years. 

 
o The private operator should have full authority over staff of the agency and to 

realign/transfer positions consistent with utility objectives. 
 
o Productivity goals are closely linked to investments that are the responsibility of the 

government. For instance, reduction of water losses requires investment in metering.  
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o The private operator should advice government on future investment program, which 
calls for close coordination. 

 
o Tariffs should cover at least all operational costs (including management fee) for 

contract to be sustainable. 
 
Recommendation: A management contract is an option worth considering for the 
merged utility AWGA-AGOSD or for AGOSD only, if the merger cannot proceed. It is 
advisable to include in the contract specific provisions to improve staff productivity 
levels. Severance payments are the responsibility of the government. Moreover, tariffs 
should cover, at least, operational costs. 
 
8.3. Lease Contracts. Under this option, the government leases the operation and 
maintenance of services to a private operator and often receives a fee3 for this 
exclusive right.  The private operator provides the manpower to fill some senior 
administrative positions, as specified in the contract. 
 
Some important considerations related to these contracts include: 
 
o Tariff levels are established in the contract, and they should, ex-ante, be sufficient for 

the services to generate revenues to cover all maintenance and operational costs, the 
remuneration of the private operator and the lease fee, if any. 
 

o The private operator could be required, as under the management contract, to provide 
some capital. 

 
o The private operator should have full authority over the staff of the agency and to 

realign/transfer positions in a manner consistent with utility objectives.  The private 
operator should advice the government on staff redundancies.  
 

o The private operator should be allowed to streamline utility labor force (under terms 
defined in the contract) to improve productivity and lower operational costs. 
Severance payments are the responsibility of the government. 

 
o Most productivity goals are closely linked to investments (responsibility of the 

government). For instance reduction of energy costs may require investments in more 
efficient pumps.  

 
o The private operator should advice the government on future investment programs, 

which calls for close coordination. 
 
 
 

                                                 
3  The government often waives the lease fee, at least during the initial years, to reduce pressure on tariff 
increases.  
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Recommendation: A lease contract is of interest for AWGA. It looks less attractive for 
AGOSD or for the merged AWGA-AGOSD services, due to low revenues from tariffs. It is 
advisable to include in the contract specific provisions to improve staff productivity 
levels. Severance payments are the responsibility of the government. Tariffs should cover, 
at least, operational costs. 
  
8.4 Concession Contracts.  The private operator assumes full responsibility for the 
management, maintenance and capital investments. The Private operator has full 
responsibility for all staff. 
 
o Tariff levels are established in the contract, and they should, ex-ante, be sufficient for 

the services to generate revenues to cover all maintenance and operational costs and 
the remuneration of the private operator. 

 
o Long-term capital investments are financed by the cash flow of the operation. In the 

initial phase of a concession contract, however, the government may be required to 
provide some capital, to allow a more smooth transition in the adjustment of tariff 
levels to cover all costs. 

 
o The private operator has full responsibility to determine the size and composition of 

labor force, but contract may include a medium term plan, proposed by P.O. and 
endorsed by the government, to streamline personnel to reach desirable levels. 
 The private operator should be mandated to give preference to current staff when 

filling positions. 
 Severance payments of original staff are the responsibility of the government.  

 
Recommendation: At this stage of the reform process, a concession contract does not 
seem feasible neither for AWGA nor AGOSD or the merge of the two, as the average 
level of tariffs is low. However, a management contract that could evolve to concession 
contract, say after five years of operation, for the merged institutions is an attractive 
option. This transition time would provide a more reasonable timeframe for tariffs to 
reach the desirable level and for productivity gains to show results.  
 
  
 

11  SEGURA/IP3 Partners LLC 


	Private sector participation Options.
	Although more detailed analysis will be conducted as part of
	8.1 Service Contracts. These contracts are useful to help im
	Some important considerations related to these contracts inc
	Recommendation: Service contracts for AWGA and AGOSD are lik
	8.2 Management Contracts. The private operator assumes all r
	8.3. Lease Contracts. Under this option, the government leas


