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INTRODUCTION

OWe are
better live in our areas
a better qualiy
ser\

The year 2009 has been the most difficult one since the beginning

Management Contract. On financial aspects we had to face several diffic
such late rise (April 2009) of a tariff on -satisfactory level,
reduction(around 400 min AMDg stdte subsidiary; payment of VAT on
billing not on payments as before; and finally the negative impact of the
financial crisis on good customers as mine factories.

Despite these difficulties, Armenian Water and Sewerage Comy
(AWSC) has madgrovements and reached the performance indicato
fulfiled the objectives by increasing staff efficiency and rising custc
confidence. AWSC is now on a good and sustainable basis heading to the
developments.

In 2010 SAUR, the ManagenugttaCtor of AWSC will put all the
efforts to be on the same success like in 20009.

In the following pages you will find detailed information on variot
aspects of AWSC 2009 performance that summarizes our activities, diffic
and accomplishments of past year.

Patrick Lorin
Contract Manager, General Director of AWSC



P
JQUr
-7

ANNUAL REPORT
2009

1. COMMERCIAL




~
,;Cllll
>4

N
L"harmanie est source de progrés
ANNUAL REPORT
2009
QUARTERLY ACTIVITIES
General
IN2009he economic crisis had its i mpactwellme many
on AArmenian Water and Sewerageo CJSC. The

decreased and even in some cases was terminated.

53 5.9 57\3.9

18,9 19,4
0

0,0 0,0 0,0 0,0

Even in such difficult conditiongenerdly a serious progress wagcordedby all indicators
during the whole 2009. A number of projects were implemented; the control group was
established in Head Office of the Company, etc.

A progress was recorded particularly among residastomers
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Implemented Projects
A number of projects were implemented during 2009

A Installation of water meterslebts adjustmentesigning of contracts and development of
the debdischargeschedule

Publishing of the nanseof nonr e gul ar payers in AHayastani
Regular advertisements and announcement on TV

Organization of lottery for regular payers

Random visits, struggle against illegalities

Transfer of water meters of private houses from the met®territories

v v > > >

It is worth mentioning that the implemented programs jastified and have continuous
character.

Installation of water meters, debts adjustment, resigning of contracts , development of the del
discharge schedule

The projectstarted in February of 2009. The aim of the project thassettlement ohccounts
with the customers without water meters and having payable receivifdesncourage our
customers througlbroadcast regular reminders and announcentento®me to Water Sygby
Company and to settle their accounts.

The deadline of the projects was December 31 of 2009. The reswdtsatisfactory.

Number of signed and Collection from the previous years
(resigned) contracts debts (thousand dram)
North-West 9355 76191
Center-West e Al e
South 8 982 49 443
AWSC 26 412 239 972

The debt discharge schedule5®0 min AMD was developed in the framework of the projethe
settlement oficcountswvith the customergho refuse to sign the contracts, make payments will be
solved through legal proceedinddainly the resident customers having a lot of debts, evading
making payments and without water meters participated in the project.
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There was @rogress in the area of water meter installation.

In the framework of the project the preference was given to the installation of the water meters
(high quality, antimagnetic) by the Company.

WB Water Meters Selling AWSC
14000

12000 - il ERE) 10 427

10000 -
8450 8296 g115

8000 -

6000 -

000'AMD

4 093
4000 -

3317
2000 -

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

=2008 ==2009

The water meters procured by the WB funds amour@ih§ min AMD was installed during
2009 instead o47.4min in 2008 (two times more).

The calculations o22.000resident customers are done by normative way as of 01.01.2010.
Mainly those customers of mulipartment buildings avoid installing water metetsewe only

one or two persons inhakitorrespondingly the consumption is 6/month and 12 Aimonth)

and thewater is supplied through 2 or 3 points. It is already time to implement the replacement
of outdated, low quality water meters along with the installation of water meters of customers the
calculations of which are done normatively. The analysis show lthastall low quality water
meters do not correspond to required standards.

Charentsavan town pilot projeista good examplé he water meters of customers (residents of
multi-storey buildings) with average monthly consumption of abe2miwere replacety new
ASENSUSO waThe old water tmetenseresent to the laboratory of the Company for
testing. In the result of the testing it became clear dlmbst all water meters diaot comply
with the required standard3he analysis otalculations done with the new installed water
meters revealed that the consumption of these customers increéseces.
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Implementation of announcements and advertisements

The coverageo f t he Companyods a oftthevnewsy the brohdeast mfu b | i
advertisements and announcements through mass media is also significant.

The cooperation of commercial directorate and public relation department is also important durin
the implementation id such activities. The latter vas t i ve i n 2009. First
activities are broadcasted by one of the Cou
customers througbroadcast regular reminders and announcentenks conscientious make

regular payments throudtayPost ofices and bank&ot through clerks)The customers are also
informed about RA government decrees , legislative acts, amendments made to them as well as
information is provided through advisements about the results of previous and upcoming lotteries

Anacther project idoeing implemented jointly with Public relations departmgmiblishing of the

names ofthe customers not making payments within a yiwafi Hay ast ani Hanr a
newspapewhich has already become a tradition in the Comp@mge per 3 mwnths the data of

100 customers of 4 countries (Echmidzin Hrazdan, Gavar, Kapan) serviced by the Company
during the whole year without making payments are published hay ast an i Hanr a
newspaperi ndi cating the cust omerrslddebtnamounts All the ur n a
customers are informed through th@ersonalreminders andbroadcastannouncementbefore

the publishing. The project has being implemented since April 2009 and 3 publishing have
already been implemented.

The results here are also satisfactory.

N Towns Number of installed Nuber of paid Paid account
water meters customers (thousand AMD)

1 Echmiadzin 131 121 2926
2 Hrazdan 456 544 6 168
3 Gavar 58 44 527
4 Kapan 96 84 1508

Total 741 793 11 130

There is a serious progress among those cust

Particularly good results are recorded in Hrazdan and Ecmiadzin towns. The project continues
and these indicators should be improved.

It is worth mentioning that th Company spent 450 thousand AMD for the project
implementation.

10
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Organization of lottery for regular paying customers

The next project being implemented jointly with Public Relations Department is the organization

of Lottery once per each 4 months. The projects started in October 2008 and 4 drawings have
been already organized since then. Those reswmestbmers can pécipate at the lottery, which

have installed water meters and during the mentioned four months have regularly paid for the
consumption. 4 customers are selected by the special computer program (one customer resident
from each regional branch, during théholiday lottery 6 customer residents, 2 customers from

each regional branch (since July 2009 there are 3 acting regional branches)), and the winners
receive 300 000 A MD . The project i's i mfdlag/mmehatkaillde j o1 n 1
analysis implementk each month after the drawing reveal ttte#g number of participants

obviousy increasing.

Number of participating customers

70000

60 000

50000

40000

customers

30000

20000

10000

1st withdraw 2nd withdraw 3rd withdraw 4th withdraw

It is natural that the commercial indicators are also improvme of the winners during the
second lottery (2009 February) was the customer from Berdik village of Ararat marz. The
analysis done for the village revealed that there was an improvement of commercial indicators.

Metering ratio Collection ratio
86% 90% 80%
85% a0
84% 70%
82% 60% 49%
50%
80% 0 40%
78% 78% 30%
20%
76% s
74% - 0%
Before the withdraw After the withdraw Before the withdraw After the withdraw

11



The lottery isbroadcasted y
and Sewerageo

H?2

ANNUAL REPORT

2009

TV

CJSC.

channel

~
JQUr
- 2

L’ harmanie est source de progrés

n a

speci al

The project has a regular character.

Organization of periodic visits, struggle against illegalities

The struggle against illegalities is also one of the important tasttee cbmmercial functions.

The issue is significant and has been set in the management contract since the bddianing.
struggleagainst illegalitiesseems endless and the involvemehbther departments (technical,
exploitation, as well as PR) along with other activities is paramount.

In the framework of the project thmntrol group was established in Commerdiakctorateof

Head Office in June 2009he Compangs control grouppaysrandom visits to the communities
serviced by the Company. The results of activities carried out from June to December of 2009
are satisfactory. Nenalculated legal persons are still detected; the illegal connections are more

less.

The results of thactivities presented in figures:

June
Number of detected
. N . 38
illegalities, including
lllegalities 37
No customer 1
Recorded penalty 5346

(thousanddram)

July

37

32

5

2710

August

24

23

1

7314

12

Sept-r

32

31

1

3031

Oct-r

20

20

1537

Nov-r

22

16

2345

Dec-r

22

19

2913

Total

195

178

17

25196

st

u
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It is worth mentioning that recorded penalties are mainly collected, and the part that is still not
paid should be collectdaly legal proceedings. Only legaérsons were checked. It is planned to
pay such visits to resident customers.

Generally the analysishows that the number of illegal connections and-caloulated
customers has been decreased in comparison with the previous years. However, #tidra are
lot to accomplish in this field. There are still a lot of water losses (nearly 83%), among which
commercial losses have considerable weight (illegal connections;ahcuiated consumptions
water abuse There are commercial losses (mainly in tmapartment buildings) that are result

of low quality water meters atomplete meteringThe definite proof of the latter serves the
Charentsavan town pilot proje@early 99% of the old water meters did not correspond to
standards).

The main problem in the private houses of customer residents is the bypassing water pipes as
compared with multepartment buildings. The solution is the transfer of the water nfeoens

t he <cust omdimswli@ation of waten ntet@rrumitg).sT hecessity of periodical control is
indisputable and a need arises to recruit more employees as the number of illegalities increases
along with water meter installation and tariff increase.

Similar activities are being carried out by the control group of the regional branches and results
are productive.

Charencavan town Martuni town Vayq town
(magnet existence) (ilegal connection, water abuse)  (illegal connection, water abuse)

13
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The transfer of water meters from the cust ome

The only way for fighting against illegal connection in private houses is the transfer of water
meters from the customé&s t er r i t ori es.

The issue is primary in those settlements where no wastewater systems exist.

The project was implemented in a number of settlements and the results are already obvious
(Yeghegnadzowayk, Sisian, Meghri, Goris, Charencavan, Masis) etc

The data analysis of 40 resident custon@drésrael Ori, Khachatryan and Khanjyan streets in
Eghegnadzor town show that the consumption volume has been doubled.

Eghegnadzor town

900 -
800 - 762
700 -
600 -
500 -
400 - 337
300 - 286 240 273
200 -
100 -

480

m3

177

03.09 04.09 05.09 06.09 07.09 08.09 09.09

The water meter units were installed in August.

It is worth mentioning that along Whitthe consumption volume there is also savings. That is if
the water volume is fully calculated the water abuse is eliminated.

14
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THE COMMERCIAL INDICATORS OF 2009
A Number of customers making regular payments
Number of regulary payers
150000 - 129611
130000 -~ 111 922 (76%)
1(0684863)5 (66%
110000 - 92711

90000 -

70000 -

50000 -

30000

Number of Customerseceivingservices : around.70 000

10 000
> ® ® N ® S

The number of customers making regular paymeniiscreasingon monthly basiss compared

with the year 2004; however, still a lot has to be done. Tarerstill resident customers who do

not make monthly payments, thougb debts are accumulatediccordng to the analysis done

for the whole year 190.000 customers out of 200. 000 serviced by the Company make regular
payment (95 %).

A Installation of water meters

Number of customers with Water Meters

200 000 -
180 000 -
183278
160 000 - 160 857 (76%)
140 000 - 152 349
o (67%)
137 399 (63%)
120 000 - s
124 768 (57%)
100 000 - (52%)
80000 { 92963
(39%)
60 000 -
40 000 -
20 000 - Numner of customers: around 240 000
0] . : - :
12.04 12.05 12.06 12.07 12.08 12.09
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275947cust omer s ar e ¢ o ucostomer baseras df Gild1.20205000aut gf 6 S
which are connected toentralized water supply system. Howev&d0 000 customers use the
service during the yeat 70000 customers on average use the service each month).

That is70 000 customers are cowd as closed doors though the data are being updated. If we
consider that the number of closed doors without water meters constitutegab660then the
percentage of the customers with water meters will be 87% (instead of 76 %).
23000customers usthe service without water meters as of 01.01.2010.

It is worth mentioning that a lot of water meters (high quality) were replaced along with the
installation of new water meters. Totally 295water meters were installed during 2009.

| quarter 4 040
Il quarter 6 561
Il quarter 6 252
IV quarter 10 442
Totally 27 295

A Collection

The financial crisis had its negative impact on the collection rate of 2009 by the consumption
decrease of big customers (less than 100.0 min AMD on monthly basis). In contrast to legal
persons we had rather good results of collection rate among residanners.

L from 01.04.2009
CULLECTION incrasing of tariff 28%
3388
3500
3000 2683
from 01.05.2005 2308 2443
2 500 increasin of tariff 40%
a 1834
s 2000 1599
<
=
€ 1500
1 000
500
0 T T T T T 1
2004A. 2005A. 2006A. 2007A. 2008A. 2009A.
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Conclusion

The aforementioned analysigve basis to conclude that there is a progress by all indicators.
However, nevertheless we have still a lot to do to improve them. There are still a lot of water
losses among which commercial losdes/e considerable weight (illegal connections, -non
calculated consumptiongjatera b u s e ) . There is a need to recr
improve the efficiencyf the works. It is of paramount importance the involvement of public
relations, legalexploitation and technical services. A special attention should be paid to raise the
service | evel of the customers where an 1 mpo
awareneskevel. It is necessary to provide more information to customers.

Planned works for 2010

20 10 PLANNING 2009 actual 20 10 task

1.QOLLECTION / mIn/AMD 31338.0 3957.0
with actual tariff

2. NUMBER OF PAYMENTS / payment month 130 000 150 000

3.INSTALLATION OF WATER METERS /water meter 27 295 28 000
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In 2009 we continued implementing the activitigsioritized in 2008 and approved their
efficiency, such as:

A

A
A

A

More efficient operation works due to change of operation manner applied in water
supply system;

Activities directed at increase of water supply hours;

More efficient operation of chlorination stations refurbished with liquid chlorine
equipment;

Planned servicing of the equipment.

The implementation of above mentioned activities improved not only the quality characteristics
and efficiency of the facilities but also enhanced professional skills of the personnel involved in
operation works.

We shall continue the aforementioned activities in 2010.

Activities planned for 2010

Continuous and consecutive implementation of exploitation activities,
Increase of water supply duration,

El. energy productive consumption,

Implementation of the planned service activities within the structure,

Operation ofbulk and individual water meters, calculation of the volume ¢
produced and distributed water,

Strict separation of water production and water distribution sectors witiein
structure.

Increacing of disinfected water volume.

19
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PRODUCTION DEPARTMENT

1. PRODUCED WATER QUANTITY AND POTABLE WATER LOSSES Diagrams-1,2

In 200 the produced water quantity constitutd®2 233thousand cubic metefby gravity® 113
233cubic meter, mechanically69 000cubic meter).

WATER PRODUCTION

200000
180000
160000
140000
120000
100000
80000
60000
40000
20000 — — — — — 1 — =
2,1 I H s B s B EEEEE=sENE?N
| Quart Il Quart Il Quart 1V Quart
plan plan plan plan
Gravity 25382 20974 28288 21476 29223 21770 30340 21006 113233 85226
= Delivered thrugh pumps 18158 17912 16459 17912 17628 17913 16755 17913 69000 71650
Total 43540 38886 44747 39388 46851 39683 47095 38919 182233 156876

| Quart 11 Quart 111 Quart IV Quart 2009 Plan

In 2009 drinking water actual losses constittB&8#8which is by 2.286 more than it was envisaged
by budget indicator 83.2%).

WATER LOSSES

| Quart Il Quart 1l Quart 1V Quart Annual 2009

ALAPARS Pumping Station HATSARAT Pumping Station

21
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2. POTABLE WATER DISINFECTION

In 200976 206kg liquid chlorineand 24 600kg of hypochloritepills were used in the water and
wastewater systems farater disinfection and cleaning purposes.

Disinfection Material Consumption Table-1

st st st th 2009

\ Sector & 1> quarter 27 quarter 3 quarter 47 quarter ——

subsector name Liquid Hypochlor Liquid Hypochlor Liquid Hypochlor Liquid Hypochlor Liquid Hypochlor

chlorine ite pills chlorine ite pills chlorine ite pills chlorine ite pills chlorine ite pills
kg kg kg kg kg kg kg kg kg kg
S 2

1 | Abovyan 858 180 1310 95 1589 45 684 205 4441 525
2 | Byureghavan 39 36 121 6 144 0 30 8 334 50
3 | Hrazdan 1297 240 1604 42 1465 0 787 168 5153 450
4 | Tsakhkadzor 23 0 0 25 68 0 0 18 91 43
5 | Charentsavan 72 265 316 17 399 23 128 75 915 380
6 | ljevan 0 639 0 493 0 1019 0 520 0 2670
7 | Berd 43 183 157 71 177 0 62 0 439 254
8 | Dilijan 165 240 695 60 822 30 170 270 1852 600
9 | Noyemberyan 0 238 0 37 124 68 70 7 194 350
10 | Alaverdi 602 200 980 0 1 046 0 439 150 3067 350
11 | Stepanavan 32 83 127 104 115 50 77 80 351 317
12 | Spitak 70 60 86 40 86 88 28 102 270 290
13 | Tashir 50 140 300 37 250 15 50 158 650 350
14 | Artashat 1539 1600 | 2911 57 3702 187 2013 356 10165 | 2200
15 | Echmiadzin 1607 3141 | 2795 125 3590 65 1478 1028 | 9470 | 4359
16 | Masis 1001 1770 | 2006 0 2193 0 902 520 6102 2290
17 | Vedi 62 324 138 57 169 17 62 96 431 494
18 | Ashtarak 711 325 897 220 1244 180 490 185 3342 910
19 | Aparan 69 435 151 170 214 65 10 69 444 739
20 | Artik 549 47 1039 53 1768 0 414 155 3770 255
21 | Talin 38 104 60 179 302 32 38 106 438 421
22 | Ashotsk 0 0 0 200 0 225 0 92 0 517
23 | Eghegnadzor 0 189 438 47 462 9 150 94 1050 339
24 | Vayk 20 64 245 6 296 7 89 88 650 165
25 | Jermuk 78 0 83 45 82 22 75 18 318 85
26 | Sisian 42 225 235 30 180 85 100 115 557 455
27 | Goris 546 115 883 0 965 15 163 298 2 557 428
28 | Kapan 2 486 173 3516 241 3926 40 1849 729 11776 1183
29 | Meghri 58 499 245 110 681 274 194 217 1178 1100
30 | Sevan 95 260 240 90 666 10 134 93 1135 453
31 | Gavar 619 250 1 060 50 1379 64 314 117 3372 481
32 | Martuni 22 154 87 119 91 98 109 86 309 457
33 | Vardenis 136 157 300 118 707 41 243 106 1 386 422
34 | Tchambarak 0 46 0 54 0 64 0 55 0 219

TOTAL 12929 | 12381 | 23025 | 2997,4 | 28901 | 2837,9 | 11352 | 6383,6 | 76206 | 24600
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In 2009 some chlorination stations were renovated and refurbished with more modern equipment
facilitating the delivery of liquid chlorine, calculation of its consumption @marol. This process
will be continued in 2010.

3. ELECTRICITY CONSUMPTION & EXPENSES

2009 electricity consumption cotituted 45.8 min  kVh, with the amount of AMD1059 miIn

which is by 9.4nin kVh or 17% less than actual consumption of 2008.

In 200 the planned electricity consumption constitwi8979min kVh with AMD 1126min.

This means that in 2009 compared with actual budget 2.3 min k\{#.8%) electricity
constituting AMD 67.23 min (6%) less was consumed

Water quantity produced by pumping and electricity consumption Table?

BUELEr iy _produced Electricity consumption Electricity consumption
N SRR DL by pumping KVh/cubic meter thousand kvh/year
thousand cubic meter/ year
1 2 3 4 5

1 Ashtarak 2480 1,3 3150
2 Aparan 2086 04 821
3 Artashat 2110 0,4 746
4 Echmiadzin 2 004 0,5 1068
5 Gavar 11871 0,6 7701
6 Sevan 2141 0,6 1274
7 Tashir 982 0,2 150
8 Stepanavan 1472 0,7 1057
9 Noyemberyan 724 1,7 1265
10 | Spitak 101 0,5 51

11 | Abovyan 13 626 0,3 3799
12 | Charentsavan 1933 1,1 2 045
13 | Hrazdan, Tsakhkadzor 13 751 0,7 9 862
14 | Meghri 841 0,8 657
15 [ ljevan 63 0,9 54

16 | Masis 12 435 0,5 5882
17 | Ashotsk 376 0,5 178

Total 68 999 0,58 39 757
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Diagrams’i 3.4
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replace the old ones which will also contribute to electricity saving.
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oper at.

production by pumping has been improved by reaclirig kvVt/m®in 2009 against 0.6 kVt/rh®

2008.
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ELECTRICITY CONSUMPT ION & EXPENSES IN 2005200 Table-3

N | AWSC

2005 2006 2007 2008 2009
ACTUAL ACTUAL ACTUAL | ACTUAL | ACTUAL ACTUAL ACIUA ACTUAL | ACTUAL ACTUAL
1000 1000 1000 1000 1000 1000 1000 1000 1000 1000
KWH AMD KWH AMD KWH AMD KWH AMD KWH AMD

12
TOTAL

1058 800

45788

61510 | 1151300 | 53109 | 996 007 | 54265 | 1023865 1063 082

4. WATER METERS EQUIPMENT INSTALLATION

During 2009 in the main facilities of the Compak8water meters were installed and
54 were repaired.

One new bulk water meter unit with necessary equipment was installed on

ASar nafgdhthg uradzor 06 water main opeoutéantoed

operation. The installation of new water meter unit enabled to fully record the water

produced by the sector
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WATERMETERING

IJEVAN ASHTARAK AREA

In the inlets of some communities water meters were installed or repaired for recording
and adjusting water quantities consumed by these communities. This is one of the
activities to fight against water losses.

The works for recording the water quartis t aken from ANurnus?©
Abovyan sector is in progress, one water meter unit has already been built and works
are being carried out for building the second unit.

Studies are in progress to install water meter units in other mainiéscitir repair the
installed one.
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2.2 WATER DISTRIBUTION
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5. REPAIRS OF DAMAGES, CAPITAL REPAIRS AND REHABILITATION OF
SYSTEMS

During the reporting year daily water supply duration has been increased in avefageHhmur,
thus if in the beginning of the year it wd2.1hour , at the end of the year it reaci@€d02hour.

The number bcustomers with minimum water supply hoylsss than 4 hours per dagave
been reduced, thus if at the end of 2008 number of communities enjoying more than 4 hour
water supply constitute@9%, at the end a200 this figure was 9%6:

Along with above mentioned works we have also carried out repairing activities suah tas:
trunk mains and internal network®73breakdowns have been repair&§2linear, 368and208
reinforcementrepairing have been made due to which visibleewlsses have been considerably
reduced.

Diagram6

NUMBER OF REPAIRED BREAK

NUMBER

(o}

Center West South North West
Repaired Break Downs 2377 2474 2222
Network Leaner Repair 147 182 33
= Network Partly Repair 216 53 99

Distribution unit in GORIS FROLOVO WTP
Water line construction
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