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Many developing countries have an on going problem with the development and maintenance of infrastructures. For instance, Cairo has a sewage system that is in much need of repair and enlargement mainly due to the rapid growth in population. 

Governments tend to develop infrastructure revival and development through a monolithic governmental structure that requires direct action of the government, thereby making it difficult to delegate power and responsibility to small independent groups who would be responsible for the development of the infrastructure with a minimum of government interference.   The solutions to the infrastructure problem for developing countries are varied and difficult.


Specifically, Cairo has numerous infrastructure problems such as utilities, sewage, parking, solid waste, transportation and so on.  While many advances have been made in these areas, the increasing population mandates that on going projects must be developed and maintained. In order to solve these critical problems in Egypt, a new model may be in order.  One such model is the use of authorities for the development and maintainance of various infrastructures.

(Authorities are an excellent illustration of the axiom that if man finds himself in a difficult position, he finds a solution to it.)


An authority is a vehicle for accomplishing public purposes, which are not possible or practical through direct action of the government.  It is a “body cooperative and politic” (Municipality Authorities Act, Pa. Con. Statutes Ann., Title 53, Chapter. 56, as amended sec. 5602) authorized to acquire, construct, improve, maintain and operate projects and to borrow money and issue bonds to finance them.  In the United States, the first authority was the Port of New York Authority.


Nature had built a great harbor on both sides of the Hudson River.  However, the line dividing the State of New York and the State of New Jersey was in the middle of the river.  This caused an interstate tug of war that lasted over a hundred years.  The tug of war was based on who had jurisdiction, that is the right to control, the development and use of the entire harbor, not just their half of it.


After World War I, the governors of New York and New Jersey appointed a commission.  The Commission was to have jurisdiction over the entire harbor encompassing both New York and New Jersey. The commission was a permanent, independent and integrated body called “the Port of New York Authority” acting on behalf of the states of both New York and New Jersey. 

From the formation of the New York Port Authority, the concept of the commission and cooperative action among states and even jurisdictions with states was born.  As this concept was refined, three requirements for the formation of a commission or authority was defined, one, jurisdiction, two, financial, and three function.  

The commission or authority must have the ability to operate within the different jurisdictions, either inter or intra state.

Commissions or authorities must be financially independent; its obligations must be paid solely from the revenues of the projects, which it operates.  They are to get their operating money like any other business buy borrowing from banks or making use of revenue bonds. 

 The commission or authority, a quasi-governmental body, must function in a business like manner.  This permits the commission or authority to select it’s own employees, to attract men and women of experience and expertise in the commissions or authorities field of operation, and to select competent personnel.

Under the by-laws, indentures and resolutions by which commissions and authorities borrow money the creation of a reserve is permitted so they can have sufficient funds available to meet any emergency.  The public is protected by requiring the submission of a report by a certified accountant to the local governments, which created the authority, and to the bond holders.

In Pennsylvania, an authority can be organized by any municipality, county, city, town, borough, township or school district of the Commonwealth acting singly or jointly with another municipality. etc.   An authority can be organized by the adoption of an ordinance specifying this intention, by giving public notice of the ordinance and by filling with the Secretary of the Commonwealth, articles of incorporation.  As soon as the secretary approves the articles and issues a certificate of incorporation, the authority is official.  The life of the corporation dates from the issuance of the certificate of incorporation and lasts fifty (50 years) but may be extended.  


The Municipal Authority is governed by a board whose members are appointed by the incorporating municipality.  The term of office is five years.  The original appointment may be for a shorter period, so that a vacancy occurs each year.  Boards may not consist of less than five people and the board of joint authorities must contain one representative from each participating municipality.  A board member may succeed himself or herself and may not be removed before expiration of their term except for cause.  Only a Judge of the Court of Common Pleas may remove a board member for cause and only after hearing.


The Board appoints and employees all employees needed to carry out its instructions regarding the operation of the authority.  The Board has full power to devise it’s own administration framework .An Authority receives assistance from a solicitor, an architect or engineer, board counsel, financial advisor, trustee bank, certified public accountant, and any other expert pertinent to its operations.

 The solicitor participates in the formation of the authority and serves as its legal advisor in its daily business.

The board counsel is employed to supply specialized legal advice and to furnish the authority with a statement that its bonds have been issued.

The financial advisor assists the authority by estimating interest costs and determining an appropriate schedule for the maturity of bonds.  He also prepares the prospectus.

A trustee bank serves the authority by receiving on deposit into the authorities account,  the proceeds of the bond issue, grants and loans.  The trustee bank also pays the contractors or other agents, as directed by the Board of the authority.


The certified public accountant examines the authority books at least once a year and files an audit report to the State Department of Community Affairs and the municipality.  The financial statement audit must be published annually.

THE AUTHORITY AND THE MUNICIPALITY

There are a number of significant differences between an authority and a municipality:

1. A municipal government exercises powers of a governmental and entrepreneurial nature, subject to the expressed wishes of the electorate.  By contrast, an authority exercises entrepreneurial power only and is some distance removed form the votes of the electorate.

2. An authority sells bonds to secure its initial capital and must rely upon user charges to cover current expenses.  A municipal government on the other hand, may draw upon tax revenues in addition to service charges and the proceeds of loans.

3. An authority can raise and spend money without reference to the immediate wishes of the electorate, while a government can raise and spend money only in the amounts and manner prescribed by the electorate under the constitution and laws of the state.

4. Municipal authorities are free of the restraints which the Commonwealth imposes on the budgetary and personnel practices of municipalities, but are subject to the terms of the trust indenture.

5. Authorities usually concentrate on a single service while municipalities have multiple responsibilities.

 
These differences can be summarized by stating that an authority is restricted as to the functions it may perform and is relatively free as to the methods it may use.  A municipality, on the other hand, is relatively free with regard to services rendered, but it is restricted as to the methods employed.

POWERS OF AUTHORITY BOARD

As provided by the Pa Statutes, an authority board has the following rights and powers:

· To exist for 50 years

· To sue and be sued.

· To adopt a corporate seal.

· To acquire, hold, lease and use any franchise or property necessary or desirable for carrying out its purpose: and to sell lease or dispose of such property at any time.

· To acquire projects by purchase, lease or otherwise: to construct, improve, maintain, repair and operate projects.

· To adopt bylaws for the management and regulation of its affairs.

· To appoint officers, agents and employes, prescribe their duties and fix compensation.

· To fix, alter, charge and collect reasonable and uniform rates and other charges in the area served by its facilities and to determine by itself exclusively the rates, services and improvements of facilities in the areas served.

· To borrow money and issue negotiable notes, bonds, refunding bonds and other evidences of indebtedness or obligations of the authority.

· To make contracts and execute all instruments necessary or convenient for carrying out its business.

· To borrow money, accept grants fro and enter into contracts, leases or other transactions with any federal agency, the Commonwealth of Pennsylvania, any municipality, school district, corporation or authorityh.

· To exercise the power of eminent domain.

· To pledge, or otherwise encumber, the revenues or receipts of the authority as security for its obligations.

· To do anything necessary or convenient for the promotion of its business and general welfare to carry out the powers granted to it.

· To contract with any municipality, corporation or public authority of this or any adjoining state.

· To enter into contracts of insurance with any insurance company, association or exchange authorized to transact business in Pennsylvania insuring its employes, appointed officers and officials covering life, accidental death and dismemberment and disability income or under a policy or policies of group insurance covering life, accidental death and dismemberment and to make contracts with any insurance company, association or exchange or hospital plan corporation or professional health service corporation authorized to transact business in Pennsylvania insuring or covering its employes and/or their dependents for hospital and/or medical benefits and to contract for its employes with designated agencies for annuities for its employes or to operate and administer its own pension plan covering its employes

· To enter into contracts to supply water and other services and fix the amount to be paid.

· To make assessments for sewer construction and to charge sewer-tapping fees.

The authority finances its operation from grants, issuing bonds and/or loans from municipalities and stand and federal lending agencies or private banks.  An authority can also support its revenues by offering service contracts.  In this arrangement, the authority operates the system, to provide services of the nature involved, in return for regular payment.


All monies of the authority are required to be paid to the treasurer of the authority and required to be deposited in a bank in one or more special accounts, each of which must be insured.

TYPES OF AUTHORITIES

Authorities fall into two general types, operating and lease-back operating authorities.

· Operating authorities  -  An operating authority is totally on its own, selling bonds to finance its projects, operating the project and paying off its debt out of the project revenues.  This approach has the virtue of keeping municipal officials free from the burden of prating the project, lets the authority personnel become expert at the operation of the project, and in no way encumbers the municipality with any financial liability, either current or capital.  On the other side of the picture is the fact that the only income available to pay off principal and interest on the authority’s bonds is the revenue from the project itself.

· Lease-back authorities  -  The other method of handling the financing is generally known as the “lease-back.”  In this approach, the authority is only used for the financing, while the operation of the project is done by the municipality.  Under this approach the municipality has the responsibility for the operation of the project, a circumstance which may or may not be desirable; but the most significant feature is that the lease rentals to support the bonds are payable not only out of project revenues, but, if the project revenues are insufficient in themselves, out of any revenues of the municipality, which may include taxes on real estate, other taxes, state appropriations, etc.

Most parking and public building financing through authorities is done by the lease-back method.  Also all school authority is done by the lease-back because there are no revenues from students and because the school board itself is the only suitable operator for the school plant.  Sewer and water authorities are either lease-back or operating.

EXAMPLE OF OPERATING AUTHORITY


Indiana County of Pennsylvania has a population of 90,000.  Indiana Borough has a population of 30,000 with 60,000 people living in small coal mining towns and rural areas.  A small number of the small towns had an old and inadequate water supply system that was owned by one company.  None of the towns and rural areas had a sewage system.


In 1973 by the Board of Indiana County Commissioners established The Indiana County Municipal Services Authority (ICMSA) to deal with the water and wastewater problems.  Seven members were appointed to the Board of ICMSA, one for one year, one for two years, one for three years, two for four years and two for five years.  At the end of each member’s term, each member would be appointed for five years. This appointment system has the advantage of giving the Board continuity and the opportunity to appoint new members every year.


When the Board was established, it received $100,000 from the county.  The Board used $26,000 to purchase the old water system .  The remaining was seed money to start the ICMSA projects to renovate the old system and to expand service to other towns in the county.


The Board appointed a solicitor, an engineer, a bond counsel and a financial advisor and chose a trustee bank.  The Board hired an Executive Director, Secretary and an Operator to administer the project and hired three (3) employees.


The following is the summary of projects developed by the authority from 1973-2005. (Taken from the Executive Directors Report of ICMSA Renovation Plans 1973-2005)

I. Completed Projects: 1973-1998

· Water Renovation 1


$4,000,000

· Water Renovation 2


  2,000,000

· Water Renovation 3


  3,000,000

· Water Renovation 4


  2,000,000 

· Water Renovation 5


  4,000,000

· Water Renovation 6


  3,000,000

· Water Renovation 7


  1,000,000

Subtotal I                $19,000,000

  II.      Completed Projects: 1999-2003

· Sewage 1 (1,200 EDU’S) RUS

$10,700,000

· Iselin Sew. (100 EDU’s) P/V-CDBG
       700,000

· Prison Water (Prison) DOC

       900,000

· SR II -Prison Sewage-DOC

    6,000,000

· Heilwood Water-Penn Vest
   
       500,000

· Sewage II (750) EDU’S) Penn Vest
    8,500,000

· Heilwood Water-CDBG


        400,000

Subtotal II

 $28,000,000

III.  Construction Projects 2004

· Sewage 4 (1,350 EDU’S) RUS/PV
 $16,500,000

· SR5-Sagamore (150 EDUs) PV
    
     2,500,000

· Cherry Tree Sewage (250 EDUs) PV
     5,500,000

Subtotal III                $24,000,000

 IV.        Proposed Projects 2005

a. Crooked Creek Water/Penn Vest
$11,000,000

b. Parkwood Water (200 EDUs) RUS
    2,500,000

c. McKee Run Water (500 EDUs) RUS
    2,500,000

d. Emiegh Sewer (125 EDUs) Penn Vest
    3,500,000

  


    Subtotal IV

$19,500,000



TOTAL PLAN



$91,000,000


A total of $54,600.00 (60%) comes from grants which does not have to be repaid by the authority and $35,400,000 (45.4%) is from loans and bonds.  The loans and bonds will be paid from the income of the project.  Before the end time of the Authority, fifty (50) years, all loans and bonds should be paid completely and all projects will revert to the municipalities that created the authority.   Today the Board employs twenty-four (24) employees.

CONCLUSION


The American model has been very helpful in America and has led to the improvement of many communities.  The creation of some form of an “Authority” can be helpful in Egypt.  However, the Egyptian experience must and will dictate the actual form and specifics of any model  used for the development and maintenance of the Egyptian infrastructure.

\
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