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ACRONYMS, ABBREVIATIONS AND DEFINITIONS
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Microwave 
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Channel 


Coaxial Cable 


Crossbar Switching 


Electronic Switching 


Rotary Switching 


Telex 


BTM 


LME 


Subscriber Truck Dialing
 

International Subscriber Dialing
 

Megahertz
 

Radio system working at frequencies above
 
300 Tiz, but normally applied to frequencies
 
working above 1,000 MHz.
 

A system providing a number of circuits
 
(telephone or telegraph) through 
one
 
transmission bearer (radio, cable or open
 
wire)
 

One circuit of a carrier system carrying
 
speech or telegraphic signals.
 

A cable with 
a center conductor surrounded
 
by a coaxial outer conductor. It is used
 
for high-capacity transmission systems
 

An automatic telephone svitching system
 
utilizing a connecting matrix with
 
horizontal bars and vertical bridges
 

An automatic telephone or telex switching
 
system electronically controlled
 

A type of centrally motor driven rotary
 
telephone switching system
 

Teleprinter exchange system
 

Bell telephone Manufacturing of Belgium
 

L.M. Ericsson of Sweden
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rwvikv .wqrds ;un negotiate contracts for teleconianiications equipment %hich:I; t'i anced by A.1.1). ;s FY 1978 $40 million te.ecxmjunications263-K '+7 (a loan numberli sting of the equijrnnt to be procured is presented inV-I of tht 'eclhincal Analysis Section of this Paper) 
Exhiibit 

. Additionally, the U.S.Consul litt will provide r)c1urenv t assi ,tance to AR'I'O under this FY 79$& ) .tillio l L(,IeconiTuiLicatio1s project. 'Tlhese procuremenit items are: a) threeF.SS for the C ironrea: b) outside p1 MI (e.C., cable)i'QS (out;ide plant for one of the ESS is 
for two of the three 

c) aitr-cI xing provided by Telefunken); andditi oners, st al-t-by el ectric po(xr generators and other equipment. 
Technical AsIsistLnce provided by the FY 1978 A.I.1). loan to strengtheni-t itntion of AREI'0 provides funding the

for this purpose for two years.ut ion Wildi nl funds Insti­provided by the F 1979 A.I.D. grant permit-ervices to continue will theseto be provided to AREI"T for an additional two years. 
b. TelecxILXTnnicat ions Ec

req,,ested -T7 I. 
i 'int_ 'Ihe Ministry of Communications hasLo Linance the repacement of three oldeXChnges and obsolete rotaryin Cairo and inthree Alex,'andria

ground cable with ESS. Also, because the under­network in Cairo and Al exandria is in l:)r condition, A.I.D.be-en requestedt to finance outside plant 
has

for two exclanges in Cairo andin Alexai-ylria. 'Ihis FY three1-979 project will only finance ESS and outsidefor Cairo. A separate A.I.D. project in FY 1-980 
plant

could finance these sameiteL'; for Alexandria. 

Telephone exchanges should be dust-free, tempea';ture and ht idity controlledbecause tl econmunicat ions sitching system equipmentConsequently, is very sensitive.this project will provride air-conditionersgenerators which and electric powerAREFO seriously lacks for exchanges in Cairo'llie and Alexandria.instal lation of these new air-conditioners and generators will insurethe necessary temperature and humidity levels will, in be 
that 

fact, maintained
 
rml switching equilxnent can 
work uninterruptedly

frcxn even though electric powerthe avtional grid cuts out, as has frequently been the case in the past. 
c. Result - This FY 1979 A.I.D. project willyears provide an additional twoof continued assistance to ARETO in order that its staff can moreeffectively design, schedule and implement modem management and operating
systems, procedlures and training. 
The U.S. Consultant will also assist ARETO
for an additional year to oversee the installation of ESS, outside plant,
air-conditioners, stand-by generators, and other equipment. The provision ofESS' and outside plant, together with air-conditioners and generators, will
provide naximum service at those exchanges in Cairo. The combinationnical Assistance and telecommunications of Tech­

and other equipment will improve thethe efficiency of the ARErO organization and a portion of the present tele­communications network in Cairo. 



6. Grant Application: *tlhe GOE has requested A.I.D. to finance the U.S. 
share of the foreign exchange of the project (see 
Annex A 'or GOF application). 

7. Mission View: USAD/Cairo strongly endorses the proposed grant. 

8. Source of U.S. Fturds: Fiscal Year 1979 Economic Support Fund. 

9. Statutory Checklist: Satisfied. See Statutory Checklist, Annex B. 

10. Recoumnelation: "hllat a grant in the amnott of ,8O,(X)O,0OO in FY 1-979 
be authorized on terms ard conditions set forth in the 
Draft Grant Authorization, Annex C. 
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C',,uld grant-finnce. the entire f.rei'gn ec&ne or;project, 'wii'h w~'sirae o ter 197.a $80O000,(DP. 11-Ls',,wul~d finance thereplacement. of thre rotary oxhngswihESS~ in ir6' and rlatdoutside plant in two of the three' exchngs poa 16 Y198O 8million A.I .D. Grain: project will be for thei repla iimnt; 'ofE tChee:rotary exchanges with ESS and related outside~plant ini;Alexahd Via.'Exhibic'II-l in~the Pr~oject section of thePaper giesdetails'ofthe rotary exchange replacement pr-ogramn 
in Cairo andL AlexAhdria'V it
A vis furth.vr agreed that ARETO, in tur-n, wouldeceive the FY 1979
wai~nt ($80,00o,ooo) as a grant. 
 Due to the substantia investment
'requirements of ARET0 inboth-the near and~long term,a.as shown ifr the
Sector Study Report (see para 1.05), 
this grant to equity willS enableAREM0 to incur approximately $1660,0 in additionaldebt to~ satisfy
Aa 
 portion of the investment in plant and equipment so'urgently required.
 

41.02 
 The project is 
a result of the interest~generated and pressure exerted
by the Egyptian public and private industrial sector,A individual: tele­phone subscibers and potential foreign investors. 
 The project. will

have a major impact in stimulating an expansion of industrial .
commrercial activity in Egypt. "and:< ,
The first order beneficiaries of this
project include primary goverrnent offices, business ageiicies lan-d
members of the middle class. 
 Second order direct beneficaries are
those who, while not living or 
%orking in a unit with a t~ehne.ie
have access to either the formal or informal public telephohe~systm..
It is estimated that second order direct beneficiaries are su~bstaint'al

(see.Section X of this Paper for a c"mplete discussion).:
iL.03
. The project is important to Egypt.
.. economic development goals - Itis imperative Cha,,ifftheGEs. .'(F...)
 

: as set out in the Fi.e-Y.ar. Pf..
are to be achieved, an efficient and dependable telec..... +
iat ons
 
system iist be operatconai.. 
 Reliable teleconn. ..
ications is a, ne"c'esry,-,

ingredient of economic development. 
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outside plant and the procurement
Lxisiness of various training, maintenance,ar-0 teleconmt-ication ; replacement equipme~nt, as wll asrel ated training and technical itin-tagenent assistance program. 
A contract etween 
all 

the conti niiLt;l Telephone Hloldings Corp.Tel eCoilIlni cat ions (GITC)Res';arch CentLerCaTiUnicat ions Ws funded by A.I .). 
('1RC) of the Ministry of

's F'easib iiNo-. 263-11-995-013 and 
ty Studies Grants263-11-995-025stuidy inc Iied 1) in 1977. 'the scope of
an invest igt ion, review, and evaluation
pxrfoniince of theof the existing tel ecornnTuni cations systemparticularly Cairo; in Egypt,

2) the develojtwnr of athe telecommnications needs MIster Plan for meetingof the GOE for the(19)-1984), aix near-term, five yearthe longer tnty
prelaration of 

year peri(xs (through 1999); 3) thea detailed planned
fix") program of remedial actionsto the ("quickimprove existing teleconmunLications network; and, 4) toprepare fiinl reports on the above.
 
'his cocnprehensive sector study 
 took oncebiy 1, year to accomplish (fromto May 4, 1978).1977 The final C.'C reportthe OE and was presented toA.I .D. in MaI-y 1978.
investment progran 

'the report conclutdes that the proposedover the periodi of the Mastera d fin;ncially sound Plan is technicallybased on the past and projected financial perfor­flVInCe of ARtJF'O. 

'this will be the United Staites' second capital project directedEgypt', tel ecomKinjications to 
sector since the resu-nptionT1c, first assistance was of aid to Egypt.a FY 1978 $40.0 million A.I.D. Loan No.047 (see E-xhibit V-1 263-K­in the T'echiical Analysis section of the FPitems to be financed by the forFY 1978 A.I.. loa-n).
financed The U.S. Consultantunder Loan 263-K-047 should beginin September 1979 

No. Twork in Egypt sometimeand the scope of ,urk forAnnex the U.S. Consultant (see0) will include the technical specifications for seven ESS.
ESS is to be in Cairo, financed under FY 1978 AID loan 
One
 

No. 263-K-047;
three FSS in Cairo by this proposed FY 1.979 project; and three ESS in
Alexandria by a possible FY 1980 A.I.). project Grant. 
 Under this FY
1979 project it is anticipated that procurement of ESS and related
outside plant will be on a turnkey basis.
 

Other A.I.D. assistance to the tel.eccym7nications sector has been furn­ished under the FY 1977 and FY 1978 Commodity Import Loans at a level
of $34.3 million, of which the majority portion is related to the
installation of a microwave system for the Greater Cairo area.
stmmary of other assistance being channeled to ARETO is presented 
A 
in


Annex D.
 



1.09 In1-ty 1978 U.S.A.I.!). leaned tmat a consortium of three U.S.pan ies A,-IIt.I 'TE:H)/ prepared Con­and Sulni tted ;I prolxSal to provide(. ,ec(.rlALnui cat. ions eo)d.S and services to the Minister of COxrrtunications x iut el y $2.5') I li on throuh'dilnii tf, , a revi ;ed proposal 1984). In Fetan-ry 1979, AMMITECHfor approximiteI y $1.4 bi l1 ionI9,8. .' utier!:t.,nd a].s, throught hat others have subnitted proposals (e.g.Int e nr t i ,nu i'e l,,h ne ari- 'Telegraph Corp. (I1T),E'r1 C Phil Iips, L. M.5, I , .allnse 'at- (k;rtlan conml lies, etc.). '11e PrimeOft Minister'gvt Ls made it lalon in April 1979 that the WkE policy wouldbe to ,'zotu-ae Ocomptition to the maximunm extent possible. Conse­qt kit 1v it appears that the above Lsolicited proposalsconsidered by will not bethe G-E in the.short run because they are not competitvepropo ;als suhni tted in resp)nse to a tender document. 
1.10 U.S.A.I .1). representatives met in , .irch 1979CtmAiuicat i oils 

with the Minister ofto discuss two $80.0 million A.I.D. Telecon'municationst'ro _cr propox)sel for FY 1979 and 1980 funding. 'TIhe Minister statedtait A.I.D.W ;hU41 d Mv, forward in p sOcCsing the grants ($80 millioneach iii lN 197L) and 1980) request:ed by the Ministry of EconomyLE2oiimc Ccx)I(eration andas this funding is important to Egypt anditems Lu he fiianced with A.1.1). monies would 
the 

not conflict with suc­ceedin , programs. While
(OE int'lvis 

the Prime Minister has indicated that theto fostn- international competitionpossible .A.en ARET(O 
to the maximum extentnertakes its expansion program,advi.sed, holAuver, tiat 

the Minister
the GOE had decidedwould fx_ that U.S. ESS technologyix)st appropriate ior the replacement of rotary exchangesin Ca i ro and AlexIanrhia. 

1.11 U.S.A. I .1). iin ai-e,, ,t wit-h the position of theforward w:,i. the OE in movingA.1.1). F'Y 1979 TeIecoxntuications project. We feelthtI it is i1Inportant for Egypt. The simply isreason that Egypt'stech- ii cal assistance, training and celecorrrntnications replacement,oC-prating and other related equipment needs are enormous. In factthis project, by assistin, AREFO now to improveby replacing old exchanges with 
its organization andthose utilizing modern technology,will imke the present system more firancially viable, dependableshould provide a firmer andinstitutional and operationalthe implementation base on whichof any of the long-run proposals can build. 

1.12 This Paljxr will provide a detailed description of the proposed invest­ments tuk-ter the project and relate these investments to Egypt's sectoralgoals in teleco nimnications. 

1/ AMERITECH is a consortium of three (3) U.S. Companies; Western ElectricInternational, GTE Products Corporation and Continental Telephone Inter­
national.
 



II. BACKGROUND
 

A. The Present Telecommuiications Network 

2.01 
The present telecommunications network in the Arab Republic of Egypt
is composed of -pproximately 375,000 lines of switching equipment,an associated network of interoffice junctions within multi-exchange
areas (Cairo and Alexandria), and nationala trunk network between
manual and automatic trunk switchboards. 

2.02 The exchanges vary in fromsize small manual switchboards, consist­ing of 6 to 10 lines, to multi-office installations consisting of
up to 35,000 lines of crossbar automatic switching equipment of
reasonably modern design. 
The small remote villages are frequently
serviced by manuala switchboard located in localthe police stationor agricultural center and are only operated during the daylight
hours. 
Almost without exception, however, ofall units, regardlesssize, are connected to the outside world by an extensive network of
long distance circuits, many of which are open wire. 
These circuits
 converge on zone centers which are then linked to each other by co­
axial cable or microwave. 

2.03 
Current contracts and projects represent substantial increases in
switch and network capability. 151,200 automaticnew lines witha recirement of only 34,700 lines of aging automautic equipment repre­increase 36% insent an of ccntral Cairo busiest exchanges and inthe Suez area. A digital microwave junction network is being in­stalled in the Greater Cairo area. When completed, it will expedite
rehabilitation of the existing cable junction system for reuse as
feeder cable relief or junction relie-f or redundancy. Coaxial cable
projects will complete the "backbone" of the national trunk networkand in some cases will augment international routes. 

2.04 
Cairo exchanges number 16 at present containing an aggregate of
208,400 lines of dial equipment. 
The older offices, some of which
date back theto 1930s are equipped with rotary equipment manufac­tured by Bell Telephcn-e Manufacturing of Belgium. The newer officesare equipped with crossbar equipment designed by EricssonL.M. ofSweden, with portions of the equipnent manufactured locally in Egypt.The rotary equipment (101,800 lines) serves the older areas of thecity. 38,000 lines of rotary equipment under this Project will bereplaced by 70,000 lines of ESS to permit expansion. 
Not included
in the foregoing is a 20,000 line rotary exchange in Zamalek whichwill be replaced by a 20,000 line ESS and which is being financed
under A.I.D. Loan 263-K-047. The remaining 44,000 of rotary lines
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are eiug replaced by crossbar. 'The crossbar equipment, LIME ARF 102is general 1y vI configured andl capable of providing good telephoneservice.. Ctirrt tl,/, 10,6(X) l i ns are in service in 9 Iocationswith a addi [ i anal I(),(XX)I Ileis pre."C1ent I ybeing installed as a re­pI IC('eiw011t t r 111 L'(full nt lx-r of r( tary l ines. Tm rwijor tandem121iU.; t. ,, Ian,) i 1"stal I ed in Cairo and are kni(n) as the Ramsis orAuto t arn ,m (2, (X) i zc oti n< trunks and 1 , 944 outgoing tnt.ks) theother i-, the Ablxissia Central tandem (980 incoming trnks and 940outgOing ttuik,). lDet-ails of' the Cairo exchanges ard cun-ent pro­jects are fo unid in Annex f. 

2.05 1k'l ephone sI-N ice ini Ale.xandria, Eypt's secon~l largest city, isprovilc d by 61 ,(XX) lines of automatic dial equipment installed infive lAc;tionm. K'EM rotary comprise 40,000 lines LMand ARF 102prJM ide the rcnni dng 21 ,(Y) lines. The 40,000 BRM rotary lines maybe replaced LUder an A. [.1). FY 1980 project with 70,000 lines of 
I! , ,'EL " 'Pt . ,t hea Sue:, Cvn I A-ea exchanges have 39,000-I !UL )l, it ( ,f.:1C-oL!i1hU(jiL -- inL and manual exchanges operatingon. cu1mno battery or agnAeto numxber 21 ,240 lines. Offices with lessthan 50 lines haive been omitted from above figures. Upper Egypthas 17,2( lines of autoratic exclange equipment and manual exchangesop-rati g on co.1mon battery or magnieto number 11,800 lines. In theRed .i :irea there are 580 manual lines. A listing of manual ex­cha,Hi;,' rwith Lheir capacii-v i.s sho % in Aruex F. 

local 

l:gYv'tian lk trn-l&.lit an 


2.06 oI--xchan'ejuaccti on systems exist only in the two major
areas of Cairo and Alexandria. In Cairo,87 cables conti ni ng 'X), 199 )ai rs inLerconnect the various exchangeoffices. Thret' is, hi addition, a microwave radio system providingjunction facilities betve , the loldi and the Opera Exchanges.Alexandria exchaunges are interconnected by approximately 3,500

junctions. 

2.07 The outside plant design, is similar for both Cairo and Alexandriaand is referred to as control point planning. The feeder cable isr-in underground in conduits, through manholes and terminated incross-connect cabinets generally located on the sidewalk. Smallercables radiate from the cross-connect cabinets and terminate indistri i-tion x int s. Drop wire then connects the distribution 
1xi"rs co the te1lejhonie instrument. The typical feeder cable is1,2(00 pa-irs an] the typical cross-connect cabinet has 200 to 250Fairs terminated toward the exchange and 300subscriber. to 350 toward theThis means that the average feeder cable is terminatedin 5 or 6 cross-connect cabinets and serves a specific geographic 
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area. 'The type of exchange outside plant used in the smaller urbanareas of Egypt is similar to that used in Cairo and Alexandria. Inthe smnalller rural exchang.es, subscribers are served by aerial open;ire plant, cable being use(d only to enter the exchange. Open wireis used also as the principal means of interconnecting the rural
exchanges. 

2.08 ARETO opcrates an extensive national netrork of toll facilitiesthroughout Egypt. A majcr project is underway to expand the coaxialsystem particularly to Upper Egypt and the microwave system fromCairo to the Libyan border fhrough Alexandria. 
2.09 'There is a mobile telephone system (UHF) which provides conmmunica­tions service between mobile telephone subscribers and other sub­scribers in the Cairo area. The connecticn is accomplished by anormal dialing process. Capacity of existing system is 100 sub­scribers expandable to 1,000 subscribers. Forty-one subscriber
tufits have been delivered to date. 
2.10 International network communications are all accomplished throughCairo, although small international switchboards with limitedcapacity have recently been placed in service in Alexandria and
Port Said. A third unit is planned for Suez. All internationalcalls are handled on manuala basis andsubmarine routed over two principalcable outlets. One, Egypt to Italy (Catanzaro)withultimate 480 channel ancapacity, and Egypt to Leba,nonan (leirut) withultimate 120 charnel capacity. In addition, a non-standardearth station, which is currently being replaced by a standardstation, provides connections Lo the United States and Paris on
a limited basis. Stlan, to the south of Egypt is connected via atopOspheric 
 scatter system. 
ARETO opened a new Automatic Inter­national Exchange (AIE) during the third quarter of 1978.
first phase Thewill allow 720 business customers to have International


Subscriber Dialing (ISD) facilities.
 

2.11 
 '1yere are twc telex exchanges, one in Cairo and the other in Alex­andria. 
All international telex messages are routed via Cairo.
'1here are 120 telex circuits on the international network.
 

B. The Condition of the Existing Equipment and Facilities
 

2.12 
 CTC reviewed, tested, and inspected the existing telecommnications
equipment and facilities. For convenience, CTC categorized their

work under the following headings:
 

http:exchang.es
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i) Station EFqipint and Wiring
if) FRchagne Cable Facili.ties 

i i) Nation-ll and inteiTationa-l 'Tol Networks
iv) Sub-sectLor 'cqli p_ nt and Faci ities
 
v) :.lliholes and Conduit 

vi) Bui Idings 
vii) Vehicles alld lIFqi xplnt

viii) Traffice in olonig Distance Network 
ix) Telex Traffic 

x) Network Control 

2.13 Generally, a negative istheme threaded throughout all the abovecategories. The listing of faults are too numerous to list here;howuver, a salple of some of the findings should illustrate thethrust of CI'C findingis. Station equipment and arewiring almostall in poor condition. A majority of telephone instruments areobsolete and th. rtuwiinlner fiulctioning xorly. 
Cable networks are
inap[propriate and i n miny faul ted conductors observed. The Nationaland Iternational '[Full Net areu)rks characterized by the under­developient of subscri her toll dialing, poor condition of switch­bodrds and connecting local netwrks. While complete data on sub­sectors is not available, most sub-sectors complain that a highpercentage of local trUnl(s are out of service at any given time. 

C. roilems with St-rucctfure of Telecoiruni cations Sector 
2.14 ARtTO is one of s.vc-ral agencies reporting to the Minister of Communi­cations. 
 (The Minister's complete title is the Minister of Transport,CoalnunicatiLorts andy Itri izre.Transport.) 
 The other agencies includea telephone equipimen
 c manufacturing facility, the A.R.E. postalservice, and the Teleconmunications Research Center (TRC). 

There are ten (10) govenaent sub-sectors that are related to ARETO
service or facilities. 

2.15 Most sub-sectors are large users of normal telephone service, lease
line facilities and systems, including PBX, PABX, Telex/Teleprinters,
Radio and bMicrowave. 
 Most PABX systems are privately owned, whereas
AREI'O usual ly owns the older FBX system. 
In the large majority of
cases where a sub-sector wishes to modenize or upgrade PBX service
to PABX service, they normally purchase and install their own system
Lor one of two reasons: 
 a) they have no confidence in ARETO's
ability to provide dependable service; and b) ARETO has been unable
to install the equipment due to a lack 
of funds.
 



2.16 K11ny sub-sectors are planningmicrowive systems. StOm or installing private radio oralso install- and maintainor teleprinter their own telexmachines. N'iny sub-sectors,prefer to according to CrC,use AREI') service uuldaxt equipment
efficient and depen(Lble services. 

if they were assured of 

2.17 In brief, the existing quality of leasetype services provided by ARIEI'O 
line aind other special

to thet;er large cormercial USerS in Egypt 
ten (10) sub-sectorst and

is so poor thatlooking to private systems many arefor relief. 'Ibisa continued deteriorating can only result inloss of revenues for servicesSIluld rightly be thatprnvided by ARE'I'O. 
2.1.8 In all fairness to AREI'O a number of constraints to effective
operations is due to the factal-l subject Lhat ARE'FO is a government agencyto regulaticns which prevent ARE'O management fromtaking certain of the 

operations 
steps which will be needed to improve theof the organization. The personnelpolicies of and manpowerthe GOE inhibit the sound managementresources. ARETO of AREIO's humanhas been reqired tomay not need hire personnel which itarl finds it very difficultemployees. to fire unproductiveThe promotion system is based largely on seniority.
ARETI'O managers do not have the authority to offer the compensa­tion they feel 
is required tc retain qualified personnel. 

2.19 The management of ARE'I'O finances must conform toregulations. GOE policies andFor exarrple, ARETFO is requiredall net income tc to make availablethe Ministry of Finance.
ARETO As a consequence,is prevented from relying with confidence on these funds
to maintain upgrade equipmentor and facilities. Funds for thesepurposes must be appropriated annually by the GOE.
system prescribed by the GOE, moreover, does not meet the ARETO'soperating needs. 

The accounting
 

2.20 AREFO possesses a large inventory of obsolete materialscount against whichthe inventory levels which GOE policy allowsto carry,. Cumbersome itGOE regulations makedispose of it difficult toexcess and otherwise unneeded materials. 
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D. Past Financial Performance of the Telecommunications Sector 

2.21 	 AREFI)'s income ,,tatement was analyzed by MT' for the five years

erktin, in 1977. Fhe reported net incoim for those years is
 
presented beIoi:
 

(LE mill ions) 

1973 1974 1976
1975 1977
 

Operating Revenues 
 22.3 23.7 26.0 30.0 36.6
 

Operating Expenses 17.6 19.1 23.21 .4 	 26.6 

Operatiiu Income 4.7 4.6 4.6 
 6.8 10.0 

N! sce us 	 .8',!nL-. 	Income/IX,ductions .9 1.2 1.1 2.7 

Net Income 	 3.9 3.7 5.7
3.4 	 7.3
 

2.22 	 Based oiH the GIG analysis: 1) the telephone plant is undervalued
 
ard the result is an tnderstatement of depreciation expense, and
2) GOE provided loans with corresponding low interest rates. The
understatement of depreciation ofwas the 	rewalt two factors.
First, ARIFO acqutired Issets from the GOE 	 as a donation or for 
nominal 	 value. assetsThL.., ,kre recorded at a value substantially
less than the fair irki-let value. Second, assets acquired from
foreign sources were jvruviou, ly recorded at the official rate of
exchange rather than inapproximated market rate. Therefore, the 
assets here ifMeCiatUly understated based on differences in 
exchange rates.
 

2.23 	 The tLuclerstatemeit of interest expense is clue to A.ETfO having the 
benefit of low cost loans from the GOE and other outside scurces.
 

2.24 	 Initerms of consideriin 
ARETO's Dost operating performance as a basis
 
for planning the company's future operations as an independent agency*,
it was necessary to make adjustments for the depreciation and interest 
expenses. The folloing presents a restatement of the 1973-1976 opera­
tions bXased on ad1justrLrnts made by AREFO in its 1976 and 1977 state­
ments for depreciation and interest expenses: 

* In the Management and Labor Section of this Paper there will be included 
a discussion o-f the recommended Telecommrunication Organization as an
 
autonomous entity.
 



(LE millions) 

Net Income 
1973 

3.9 

1974 

3.7 

1.975 

3.4 

1976 

5.7 

1977 

7.3 
L&Iss: Depreciation Adjustment (7.7) (8.1) (8.6) (7.4) (7.3) 

: Interest Adjustment (1.2) (1.1) (.6) (3.3) (6.4) 
AdjUsted Net Income (Loss) (6.6) (6.7) (6.8) (5.0) (6.4) 

2.25 It 
is obvious from the above analysis that past performance has
been inadequate and a substantial increase in revenues 
is required
before the teleco~mjications organization can become a ccmerically

viable organization.
 



IIi. The Project 

3.01 The purpose of this project is to assist AREIO to: 1) replacea number of old ar obsolete rotary exchanges with FSS, aswll as related outside plant, in a number of locations inCairo; (see FWcibit III-1 below); 2) provide the necessaryU. S. technical assistance to continue support for institu­tional improvrnents and also to desiqn, procure and installthe above; arri 3) procure othlr teleccimunications replace­ment equipment (mnainly air-conditioner and generators for theexchanqe buildings) urgently required by AREUT. The effectof this AID assistance will be to improve a part of the tele­ctrnmunications netuork in Cairo and strenqthening ARETO'sability to effectively operate its telephone organization.
 

A. Replacement of RotaryIExchanqes 

Exhibit TTI-I 

Rotary Fb<chanqe Replacement Program* 
1980-1983
 

Exchange Existina 
Capacity 

Proposed
Initial Capacity 

Proposed
Outside Plant 

Telecn Project II (FY 79) 

A. Cairo
1-.Heliopolis II 
2. Maadi 
3. Bab El Louk 

& TII 20,000 
4,000 

14,000 

30,000 ESS 
20,000 ESS 
20,000 ESS 

36,000 
24,0001/ 
24,000 

B. Alexandria 
4. Alexandria I & II 
 20,000 30,000 ESS 
 36,000
5. Ibrahimia 
 10,000 20,000 ESS 
 24,000
6. Gelen 
 10,000 20,000 ESS 
 24,000
 

*Does not include the Zamalek rotary exchange which will be replaced by a20,000-line ESS and for which financing is provided by the FY 1979 A.I.D.Telecommunications Loan (263-K-047). 

_/AEG Telefunken is replacing and installing the 24,000 lines of underground
cable per a contract with ARETO. 

-11­
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3.02 The repL-lcce~ent of four rotarI exchanges
ad obsolete with 

in Cairo which are oldFS (three tn be financed by this projectone andis finainced by A.I.D. [nan 263-K-047) is consistent with therecrmmejyations of the Fector Shiy Rex)rt, as accepted by theMinistry of Ccnmunications an] ARE.hf. The outside plantrelated witl three out of 
(OSP)

four of these exchanges will also heA.I.D.-financed 
as the existinq OSP in Cairo is oldating and incurs and deterior­freq~uent breakdowns. Consequently, this A.I.D.­financed replaccment program, tcqether with the provision of thetechnical assistance, air-conditioners and standby power genera­tors (of which more bewill said below), will introducesubstantially higher alevel of dependability and efficiencyportion of to athe existing FPTyptian teleccmunicationsCairo systar inand will strengthen AREO's mannagement and operatingcapability. The above Fhibit TTT-I shows the exchangesCairo to be replaced inby ESS, which are to he financed by thisA.I.D. project, and Section X of this Paper shows theimplementation schedule. 

B. Procurement of Other Tel__cmunications and Related Euiprnent 
ARETO estinvites3.03 it requires approximately $3.3 million for air­conditioners, $4.7 million for standdby electric rxwer generators,and $2.0 million for other telecommunications equipment (seeproject cost estimate in Exhibit V-1 in the Technical AnalysisSection of this Paper). 

(i) Air-Conditioners
 

3.04 The Teleccmunications Sector Study states that exchangeequipment (switching systems) are
it is most 

very sensitive and, consequently,important that the exchanges be maintained dust-freewith the tenperature and humidity controlled. The air-conditionersfinanced by this A.I.D. grant will be installed in those exchangesin Cairo which will use A.I.D. financed FSS, as asexchanges in Cairo well otherand Alexandria. Annex U presents AREI'sof air-conditioning requirements listing
by exchange, giving size require­ments and corresponding estimated costs. As will be seen frm theTechnical Analysis of this Paperfinance air-conditioning and Ainex U, this Project willand standby generators beyondincluded in those exchangesthis AID-financed rotary replacement program. Air­conditioning and standby generators necessary to achieve maximalare 
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utilization of .witchinq systens,
is an 

whether old or brand new and
i!ort-int elexrxt in increasing the efficiency of thepresent 	 telecawmmicaz ions nd-- ork in Cairo. Approximately

$2.1 million in air-conditioning and standby generators are being
provi6Md by this project for Alexandria for the reasons statedabov. '1h se itmzr will be installed in exchanges in Alexandria,
including all those rotary exchanqes which may be replaced by ESS
which may be finamced bY a possible FY 1980 A.I.D. Grant. 

(ii) Standby Electric Generators 

3.05 	 Without standby electric power, it is highly unlikely that exchanges
in Cairo and Alexandria will be able to provide contiiuous andconsistent tenTerature and huidity control. This is simply becausethe national electric power grid is not dependable and periodicoutages are, unfortunately, the rule rather than the exception.
Staindby generators are needed to cut over when power outages occur 
to insure a controlled ,rivditonnent for sensitive switching equip­lretn aid 	to inswe that. exchange equipmrent functions uninterrupt­
edly. APDIO's listing of standby electric power generator
requirements, by exchange in Cairo and Alexandria, including
corresponding KVA and cost estianates is presented in Annex U. TheU.S. Consultant working with ARM will review and confirm the
air-ccnditioner and standby power generator requirements of ARETO
and, if appropriate, suggest modifications or changes to the 
listings. 

(iii) Other Ecjuipinw-nt 

3.06 	 The 'Telccaunications Sector Study Report has confi-ned that the
telecrnnmunication replacenment needs of ARETO substantial.are 	 AREIThas devulope d a sample listing of teleconmunications and relatedequinent that, accordting to APEIY, has the highest priority.
This equiymxnt list, with corresponding cost estimates, is presented
in Annex P in ordur of AIIRO priority. The U.S. Consultant will workwith Ai=- to verify the priorities and determine which equipment
is most appropriate for A.I.D. financing. 

C. TR~hnical Assistance 

3.07 	 Teclhical assistnctlx to be financed from the 	FY 1978 A.I.D. LoanNo. 263-K-047 lay a mdu-st groundwork on -which to strengthen the
Egyptian telecommunications institution - AI)TO. The institutional 
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developent aspects of 
a 	 the technical assistance is directed towardnumber of functional areas; namely, planning,PrOcurernt, accOunting, financial 	

training, maintenance,
and personnel. The A.I.D. Loanwould finance this technical assistance for a pericd of two years,
comencing from the time the 	U.S. Consultant began to workAFEIO. 	 forThe A.I.D. loan also provided for an additioial year oftechnical assistance (beyond the two year 	institution buildingsegment) to AIUO to oversee the installation of teleconmnicationsequipment. (See Exhibit V-I, Technical Analysis Section,list of the telecrmmnications 	 for aequipment to be financed 	under theFY 1978 A.I.D. loan). 

3.08 	 It is generally recognized, and the Sector Study Report solidly
confirms, 
 that the 	technical assistance requirements of ARETO aresubstantial and will 	be necessary over an extended period of time.Consequently, the Minister of Communications has requested thattechnical assistance be provided to ARELO 	 for a period of fouryears in the same areas mentioned in para 3.07 and 	to continue theoversee function of the U.S. Consultant for equipment installationfor an additional year, for a
institution building tasks, 

total of five years. Details of theprocurement and oversee responsibilitieswhich the U.S. Consultant will carry out are provided inof Work which is 	 the Scopepresented in Annex
Annex 0 was 	

0. The Scope of Work shown indeveloped by AREIO on the basis of information containedin the Telecoyuications Sector Study eport and is. consistent withthe reccrndations contained in that report.selected 	 The U.S. Consultantto perform services financed under A.I.D. Loan 263-K-047will also perform the continued and expanded services under thisFY 1979 A.I.D. project. 
3.09 	 Additionally, the Minister of Communications has requestedAdvisors-separate 	 sanefrom the 	U.S. consulting services describedabove ­ to assist the Ministry improve its capabilitiesa number 	of functions; to performsuch as, 	 planning, the evaluation of studiesand proposals, etc. During the implementationUS/A.I.D. 	 of this project,will work with the Ministry to developfor a 	 a Scope of Workfew select ; 'visors to assist the Ministry and these serviceswill be acquired following normal A.I.D. Handbook 11 procedures. 



IV. Management and Labor 

A. ARE= Present Organization 

4.01 	 The ARE1O present orgctization chart is presented in Annex H.mentioned earlier, APIUO is one 
As

of several agencies reportingthe Minister of Communications. 	 to 
The other agencies include atelephone equiprent manufacturing facility, the A.R.E. postal

service, 	 and TRC. 

4.02 	 The Chairm-in of ARETO presides 	over a Board of Directors composedlargely of representatives from governmantal ministries and theChairman 	 is the chief executive officer of AFmO. While sixstaff offices of various sizes and responsibilities report directllto the Chairman, his principal line nanagers are the deputychairman 	 for Operations and Maintenance, for the Planning andExecution of Projects, and for Administrative andFinancial 
Conmercial Affairs. 

B. Senior Managemnt 

4.03 The Deputy Chairman for Oerations and Maintenance is responsiblefor the day-to-day operations and maintenance of all telephone,telegraph and telex services. The sevenand 	 sectors within OperationsMaintenance include four regional telephone service sectorsCairo, Alexandria, and 	 inUpper and Lower Egypt, and three otherservice sectors for International Operations, TransmissionMaintenance, and Inspection Maintenance. The four 	geographicaltelephone service sectors are further divided into zones,may further be sub-divided into districts. 	
which 

The Operations andMaintenance sector employs
far the 	

82% of the A0ETO workforce and is bylargest single functional grouping within the organization. 
The Deputy Chairman4.04 	 for Planning and Execution of Projects is incharge of what is essentially a centralized engineering function.He and his staff plan, design, supervise, and execute theinstallation of new facilities for the telecomunications system.This sector accounts for 11% of ARETO employees. In addition,for construction projects outside of Cairo and Alexandria, laborersfrcm the 	Operations and Maintenance sector may be supervised bythe Projects Department. 
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4.05 The Deputy Chairmin for Administrative, Financial and Carymercial
Affairs is responsible for establishing policies, implementing

procedures, and controlling the financial, camercial and
personnel activities of ARETO. Also, reportingCh-irman is the Telecamninications to this Deputy

Training Sector and the Storesand Purchases Sector. 

4.06 The above senior rwnaqement, including top assistants andChairman of ARETO, the 
are capable, talented and dedicated individuals.71)e pruhIein with senior riginac-jeent is one of the lack of afunctional organizational structure and the svstems needed tocontrol its own operations. The functions of the Chairman andDeputy' Chairmen should be to direct and control, but not tooperate on a day-to-day basis the detailed operations of APE=.Also a number of the constraints confronting AREIO senior manage­ment were described in paras 2.18-2.20. More will be said abouteliminating or at least decreasing the deqree of these constraints

later in this section. 

C. Ccmposition and Performnce of the ARETO brk Force 
4.07 The long-term growth of the telecomnunications industry in Egypthas been accompanied by a .ignificant growth and significantchanges in the composition of the wrk force as can be seen below: 

Exhibit IV-l 

Composition of AREMT 
 Wbrk FerceI/ 

1961 1969 1977
Occupational Category No. % No. % No. % 

Top Management 6 .03 13 82.04 .15Administrators 79 .40 607 1.70 950 1.80 

1/ Budgeted Work Force 

http:2.18-2.20
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Occupatioril Category 
1961 
No. % 

1969 
No. % 

1977 
No. 

Encineers 
Teclhnicians 
Operators 
Clerks 
Skilled Laborers 
Unskilled Laborers 

292 1.60 
1721 9.40 
5006 27.20 
1258 6.80 
60042/32.64 
4020 21.93 

734 
3639 
9390 
2961 

10169 
8305 

2.00 
10.20 
26.18 
8.30 

28.38 
23.20 

1224 
7235 

11484 
5406 

16624 
10683 

1.80 
13.50 
21.40 
10.10 
31.00 
19.90 

Total 18386 100.00 35818 100.00 53688 100.00 

4.08 
 The ARETO manpower budget for 1977 included positions for 53,688
employees. 
The actual number of employees as of September 1, 1977,
however, was only 46,030 or 867 of the budgeted number. 
Approxi­n-itly two-thirds of this difference was due to budget vacancies,whi! one-third resuitcd frcrom cmployees who technically occupied
budge ted positions, but % re on paid or unpaid loan to otherministries, in the military service or on unpaid leave (often
to v;ork temporarily in other countries). 
4.09 SLnce 1961 the size of the AR DI work force has nearly trebledfrom a budgeted 18,386 employees in 1961 to the 53,688 employees
budgeted for 1977. This represents an average increase of 2,206anployues per year or an average annual growth of 7.1%. Nearlyhalf of these employees were hired during the last six years of
this period. 
Mich of this growth was the result of GOE pressure
to hire employees according to annual quotas designed to reduce
uncm loyment. (This situation is, of course, not unioue to ARETObut extends to other public sector 
entities.) 
 The extent of these
 

quotas is shown below:
 

2/Actual only available for total laborers. 
Division into two cate­gories was estimated using ratio of skilled to unskilled in 1966.
Source: 
 Annual Manpower Budgets: 
ARETO Personnel Dept.
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Exhibit IV-2
 
GOE Hiring Quotas Imposed on ARETO
 
By Occupational Category: 1972-1976
 

Imposed GOE Hires 

Occupational From Fran Total
Categories Manpower Military Hires 

Administrators 147 147
Engineers 488 488Technicians 
 1264 
 3 1267

Operators 
 1645 
 175 1880
Clerks 
 682 
 471 1153

Skilled Labor ----	 914 914

Unskilled Labor 
 ---- 4370 4370
 

Total 
 4226 
 5933 10159
 

4.10 While the impact of these quotas may have been beneficial tothe unemployed, they are certainly detrimental to the efficiency
of APE=O operations. Their onimpact acqreqate productivity isdisplayed in Exhibit IV-3 further below. .The exhibit shows thatthe itumber of employees per 1000 main stations increased eachsuccessive year since 1971. This means that the average workload per employee during this period annually decreased resultingin significantl, lower average productivity per Employee in 1977
than was true in 1971. 

Exhibit IV-3 

Number of Staff nployed by ARETO 

Per1000 Telephone Main Stations: 1968-1977
 

Year Number of Number of 
 Bm!ployees Per 1000
 
Employees l/ Main Stations -_ Main Stations 

1968 30,045 259,145 115.9 
1969 30,803 269,612 114.21970 31,657 284,352 111.31971 31,764 296,686 107.1
 

I/ 	 Budgeted nuimof eployees multiplied by .86 to estimate actual size
of work force. 

2/ 	 Since there are no multiple lines in the A.R.E. the number of main 
stations and subscribers are equal. 

Source: Manpower budget fran ARETO Personnel Dept. 



Year M&znber of 
Flig)I oyees 

1972 
 33,018

1973 
 35,285

1974 38,504
1975 41,716 
1976 
 44,711 

1977 
 46,030 


4.11 In ;m)st 

Number of 
Ma i Stations 

30Y4,725 
317,085 

333,388 

341,482 

352,162 

361 ,648 


Employees Per 1000 
Main Stations
 

108.4
 
111.3 
1i5.5
 
122.2
 
126.9
 
1.27.3
 

developecd CotnUtries, a subScriber/employee
IW(X):8 to ratio of from1000:30 generally previis. Whie it is not possible
at this time according to Clt to determine the properemployee subscriber/ratio for the A.R.E., the influx ofduring addicional employeesthe period 1.972 to 1977 and the resulting declineductivity per employee supports in pro­the conclusionoverstaffed of a substantiallyand underutilized work force. However,(nplVi-sized it should bethat while overall AR'FO is overstaffed,shortages ARJI'O facesof certain ski Is, such as engineers.difficulties in recruiting quni lified engineers,craftsmen will grow to even greater proportionsexpansion within Egypt progresses in response toeconomic pol 'Les. The current 

Its current 
technicians, and 
if industrial 
more liberal 

low rate of employee turnover1977 it was 3.2%, and (infrom 1.966 onward it never exceededwithin AREJI 4. )is due to the non-availability 0 
rather than of alternate employmentto a high level of employee job satisfaction.establ ishement of Thenew joint venture comxaniesexpansion will and general industrialcreate additioraI job opportunitiesresult in a significantly higher 

which could 
rate of labor turnover within

AREMO . 

4.12 Given existing conditions and the constraints within and withoutof .REJ'170, 
 CFC expects that there will be continued shortagesengineers, technicians, and skilled laborers. 
of 

These shortages
will continue into the time that the Master Plan foresees major
operational expansion. 
In the absence of corrective action by
ARET0 or the large scale use of foreign labor, the scheduled
implementation of the Master Plan will be seriously impaired.
 
4.13 
 The solution of current and future manpower problems will requirefundamental changes in the existing wage structure (seniority and
iot job responsibilities forms the basis of the structure); the
establishment of an aggressive recruitment program; and the im­provement of working conditions so as to create an environment
conducive to effective operations.
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4.14 	 To improve prodtuctivity will require basic changes in the structure 
of the basic training process, a ra jor exlxnsion of training faci-
Ilties and staff, improvements in job supervi sion, an upgrading 
of employee wages, and rore adequlate tools and equipment. 'the 
implementation of these programs wI L not elimi nate the problems 
of labor availability and prodtuctivity, but will go far toward 
minimizing them. However, by their nature, these programs require 
considerable lead time. They rm-';t be given irmediate and serious 
management attention if the tter Plan is to proceed (in 1980-81) 
as scheduled. As explained earlier, addressing these basic problems 
is one of the major thrusts of this proposed project. 

D. Planned Organization for the Teleco=muications Sector of the 
A. R. E. 

4.15 	 Paras 2.18 - 2.20 showed that ARrI'O's identity as a government agency 
makes it subject to regulations which prevent ARFFO from taking 
certain steps which will be needed to improve the operations of the 
organization. A new planned organization chart is presented in Annex I. 

4.16 	 CTC reconmends that ARETO be re-constituted under its owni special 
charter as an autonomous entity not subject to normal governmental 
or public sector regulation. The objective of this action is to
 
provide 	 the nanagement of AREIO with the flexibility it needs to 
improve 	 tel-ecommtuications service within Egypt. 

4.17 	 CITC also recornends that, in addition to autonomy, that the entire 
telecommunications sector be structured as a holding company (see

Annex I) composed of subsidiary companies individually responsible 
for various telecommunications functions, and able to participate
 
in joint venture activities with foreign and Arab capital under
 
the provisions of Investment Law No. 43.
 

4.18 	 Obviously, the rearrangement of an organization and its responsi­
bilities into different boxes in an organization chart does not in
 
itself improve telecormunications operations. However, autonomy
and the ability to joint venture under Law 43 does. These actions 
will permit, inter alia, : 1) the right of ARETO to establish a 
reasonable rate/tariff structure; 2) the establishment of a reasonable
 
wage rate structure; 3) the ability to enjoy an 8-10 year income
 
tax holiday; 4) the right not to accept GOE employment quotas; 5)
 
the ability to fire unproductive workers; 6) the elimination of
 
ARETO legal obligation to turn all its profits to the Ministry
 
of Finance and to depend upon the GOE budgetary process to gain
 
necessary operating anid investment funds; 7) the right to appoint
 
top managers without prior GOE approval; and 8) the right to es­
tablish 	accounting, financial reporting, inventory disposal, etc.
 
systems which are not dictated by the COE but are designed to 
serve and are in many ways unique to the telecommunications industry. 
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'There are indications istaLt tile GC;OFI favorably dispxsed toward a:,.-w organizational stricture for thle, telecoutlications sector.i.. followingL Presidentcial l\:croe, Lii.le admittedly a bit vague,,.;,s auger wl I for a new organi ;.at i on.
 

'Transl at ion of 
 Presidential N)cree124 for 1978N. 


First: 

ARErO is permitted to establish anonrTUL.s (incorporated)ccnpani.es, alone or jointly with other partners after theapproval of the Minister. ARLTO i.s also permitted to issueshares (stock) in tne nrket as soon as those companies are
established., 

Second: 

This decree is effective following publication.
 

Issued: March 16, 978
 

/S/ ?resident Sadat"
 
4.20 A nutnber of the problems with the present AREFO will be dealtwiz in the Reco.mmendaion, C:.ditior, and Covenants section ofthis Paper. -SA i. a-tempz to reach agreement on number ofachc actions required by .-, GbE t-c will lead to the resolution . hese bottlenecks uD z-cce;.j-ul p .ect implementation. 

http:ccnpani.es


5.02 

V. TECHNICAL ANALYSIS 

A. Engineering of a Telecon unications Projec 

5.01 T1 engineering of a zcrplex teleconmlunications normally occurs
in the four stages:
 

Stagc' I consists of the preliminary engineering study which identifiesthe sstem components in enough
cost estimate of 

detail to provide a reasonably firmthe system, incltx:ing the cost of detailed designand construction supervision. 

t involves the preparation of detailedor f7unctional specificationsa major equipments and specifications
switches, for materials such ascables, wire Md accessory hardware. However,equipments such since majoras automatic exchanges, microwave relays terminalsandand certain radio components and antennas varydesign, in their detailedarrangement of sub-equipments, size, mclaidcalpower requirements depelnding on their suppliers, 

layout and 
no detailed designof these units or the buildings to house them can be made by the
consultant project engineer. The consultant, therefore, prepares
only the detailed functional specifications for such portions ofthe system.
 

Stage 3 , the bidders are required to provide details of how they
plan to meet the functional specifications and to include sufficient
information to permit their proposals to be evaluated for responsive­ness to the specifications. 

Stage 4 occurs after the contract award.

contractor provides detailed designs 

At this time, the successful 
and prime 

of his equipment including spacepower requirements
engineer. After 

for approval of the consultant projectapproval and acceptance by thethu design buyer, these becomecriteria for execution of the constrtction contract andthe engineer can plan in detail the design of new andbuildingsrevisions to existing buildings to house the system components.
 

The Telecommunications Sector Study completed in April 1978 by
Continental Telephone International for ARETO has identified the
system components required by Stage I of the engineering design
and has provided a reasonably firm estimate of project ccst to
meet the requirements of 611(a) of the Foreign Assistance Act of
1961 as amended. 
The Mission and ARETO have reviewed the plans
and cost estimates and find them reasonable and accurate.
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B. 	 'he wFY 1979 A. 1 .1). Project-Rep acefrment of Rotary Exchanges
with Electronic Switching Svstems (FISS) Ai r-Corvlitioners,
TEan'--by Power (enerators aind ot-her TeeLiicat-ons 
§1i Irrunt 

5.03 AREF(O has selected thre , old and obsolete rotary switching typeexchanges in the Cairo area for replacement by electronic switchingsystems (ESS). 'the three telephone exchLnges are Maadi, lab El. Wuk
ard Heliopol is II and 	 Iii. 'lhese three exchanges are in additionto the Zarmrlek rotary exchage which is to be replaced by ESS underAID 	 loan 263-K-C47. ESS equipient is and has 	been in use in telephoncexchanges worldwide for over tw~o years. Its 	primary advantage overolder mechanical switching equipment is its stored program control(SPC) wfich autonmtically controls the operation of the exchange butalso permits easy introduction of changes by changes in the software program (SPC) instead of time consining wiring and hardware changes.The 	 ESS is transistorized, operates faster, and requires less floor space than the older equijents. The develonent cf technical
specifications should be a routine rmaitter for the U.S. consultantworking with the AREEO engineer. There are a number of U.S. suppliers
cf ESS equipment. 

5.04 Associated with each FSS Exchange equipmnent is the outside plantsystem. 
The outside plant consists of the connections from one
exchange to another accomplished by multiple wire cable which ishuried in the earth conuiecting the exchanges; by underground cableplaced in buried ducts with access thru manholes; by aerial cablewhich is wire struig on poles and in some cases by microwave radio
con-ecting exchanges by means of antennias mounted on towers. Eachoutside plant system is engirieered for the specific requirements ofthe 	exchange. The existing,, outside plant junction cable is old anddeteriorating and 	 incurs frequent breakdowns. Some new sections ofoutside plant have recently been installed and those portions after
examination and testing which prove to be reliable will be retained.
 

5.05 °Trnasmission equipment is also a part of the system which enables
the 	messages to be transmitted from the switch thru the associated
outside plant to the next exchange. Specific equipment depends upon

the system design but usually consists of multiplex, carrier equipment.

loading coils, amplifiers, repeaters, etc.
 

5.06 Air conditioning is a requirement for 	the modern ESS exchanges in
order to maintain continuous and reliable operation. The consultant
along with ARETO engineers will examine and review the priorities of

air-conditing for the telephone exchanges, reviewing the adequacy

of the existing distribution system and ducting, the prevision for
redun-dant capacity so that temperature control can be maintained in
the event of partial equipment failure. The consultant will prepare
the bid specifications for the individual exchange requirements and
working with AREO engineers develop an installation plan. 
It is
 



anticitxpte(t that AjREI'O's
should this 

A)rk force will install the equipment, butnot be possible, the installation willtc a local experienced 1 
be contracted outEgyptian contracting firm. Annex U outlinesARTO ' s ai r-conl it iong requi remnnt s. 

5.07 Statby potr genrators are also necessary forreliable opration of 
the continuous andthe telephone plant. Annexstationary standby U lists the prioritydiesel alternator' generator setsar Alexandria Fxchanges. for the CairoThe Annex also listsgenerator sets. All these 
a number of mobileof sets are to provide3&).?20 volts, output power at3 phase, wire

standby equipmaent will 
4 and at 50 Hertz. The stationaryprovide prctectionpcmr interruption in the event of conir.ercialand the mobile equipment willpower tc those exchanges provide temporarythat might experience a fire orcausing loss of nornial and standby power. 

ocher disaster 
The consultantthe recoii-ended capacity of 

is to verifythe generatorspower requirements new 
taking into account theof the exchanges andsystems. the air-conditioningIn addition, necessary civil works musthouse new be determined tothe generators and schedulesinstallation. These 

developed to coordinate timelyPower 
the technical 

ullits are essentially "off-the-shelf" andbid documents are relatively simple for the consultant 
to prepare. 

5.08 Other ecipment for th 
 telephone system is listed in Annex P and
will be addressed by the Consultant with ARETO and implemented in­sofar as funds are availabe. A priority item is spare parts and
tools. 
 Since these are normal stock items porcurement is relatively

simple.
 

C. Procurement Options 
5.09 
 AREFO has expressed a desire to have both the ESS Exchange equipment
and the Outside Equipment performed by a turnkey operator. 
There are
a number of options to be considered:
 

I. 
Turnkey contractor for both the exchange and OSP system
combined. 
'here is merit in having both the exchange 
and
associated OSP provided by the same contractor. The interface
problems are minimized and readily resolved when the firm is
contractually responsible for the performance and operability
of both systems. 
There a-'e 4 or 5 U.S. suppliers of ESS systems
all of whom are interested in the Egyptian market. 
However,
there are many firms capable of providing and installing the
OSP. 
These firms tould be locked out of the opportunity to
participate in the project if a total turnkey package were to
 go to one firm.
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II. 'rLnikey contractor for FlSS and tunkey contractor for 
OSP. '11is option Would provide mxintun opportunity and com­
petition for U1.S. suppliiers . It would also require the Con­
sultant to provide overall contract management, to resolve 
interface questions andl to assure that civil wrks and bene­
ficial occupancy dates (BOI)) ,re met. 

III. Tun key contractor for 'CSS with the Consultant providing 
detailed specifications anl drawings for the OSP effort. The 
role of the OSF contractor would then be somewhat lessened and 
the role of the Consultant increased. The Consultant's con­
tract marnagement role %.x)uld also be increased. 

5.10 	 It will be noted from alxve that a tun-key contractor for the ESS 
is listed with all options. Based upon discussions t&ith U.S. suppliers,
ARE O and the Mission, the consensus favors a turnkey contractor 
becau-se 	 of the complexity of the equnpment. However, both AREI'O and 
the Mission will look toward the consultant for his evaluation and 
recommencktions for ESS and OSP, as well as other procurement that 
is A.I.D. - firatnced. Prior to the disbursement of A.I.D. funds 
for the procurrement of eqUipn'nt, U.S.A.I.D. will approve a pro­
curement plan developed by the consultant and AREI'O. Such U.S. 
A.I.D. approval will be a Condition Precendent to disbursement for
 
equipmient. 

D. Exchanges 

5.11 	 The following lists the major effort and costs at the Cairo Exchanges

scheduled for ESS equipment. it is expected that at the completion
of installation of ESS, the rotary excahnge subscribers will be 
transferred into the ESS switch and the rotary switch dismantled
 
and serviceable parts made available for other rotary exchange wich 
will be scheduled for replacement at a later date and the balance of 
the equipment to salvage.
 

5.12 	 Zamalek Excharge 
AID GOE 

($000) (LE 000) 

*ESS 20,000 lines 7,000 3,750
 
*OSP 17,000 12,000
 
Air-Conditioning 200
 
Standby 	Generator 143
 

19,343 	 3,750
 

*ESS and OSP financed under Loan 263-K-047 ESS includes appropriate
 
transmission equipment.
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5.13 	 Maadi Exchange 

AID GOE 
($000) ($000) 

ESS 20,000 
*OSP 24,000 

8,000 1,000 

Air Conditioning 
Standby Generator 

200 
143 -

8,343 1,000
 
5.14 	 Bab El Louk Exchange
 

ESS 20,000 lines 
 8,000 
 1,000
 

OSP 24,000 lines 
 12,000 
 3,000
 

Air Conditioning 150 

Standby 	Generator 

143
 

20,293 
 4,600
 
5.15 	 Heliopolis II & III Exchange
 

ESS 30,000 lines 
 12,000 
 1,500
 

OSP 36,000 18,000 
 5,400
 

Air Conditioning 300 -

Standby 	Generator 
 143 
 -

30,443 
 6,900
 
Note: 
 See Annex U for installation of equipment
 

E. 
 Technical Assistance 

ARETO iswrking toward selecting a U.S. Consulting firmthe scope 	 to performof ork 	which appears in Annex 0.financed 	 These services to beby A.I.D. Loan 263-K-047 were initially designed to cover 

* OSP under contract to AEG Telefunken
 

5.16 
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a two year period for the institutional aspects and are aimed at abegin ing to strengthen ARE-IO's managing and operating abilities.Functionmil areas which the services will cover are planning, pro­curement, maintezaince, accoun1ting, financial, personnel assistance.An additional. year of technical assistance was provided by the FY1.978 A.I.D. loan to assist ARlkO to oversee the installation of
equipment fiinnced thereunder. 

5.17 This FY 1979 grant provides funding to continue those institu­sametion building services detai led in Annex 0 for an additional twoyears. The Scope shownof Work in Annex 0 was developed by ARETOon the basis of and is consistent with the Telecoaninications Sector
Study Report. The services will be performed under this Project bythe same U.S. Consultant selected under A.I.D. Loan 263-K-047. 
The
Sector Study Report recommends, and ARETO concurs, that substantial
and wide ranging technical assistance will be required for an extended
time before AREFO's performance is comparable to the operating stan­dard of telephone operating companies in the developed world. 
The
Scope of Work also makes provision for services to be provided for
the design, procurement and installation of ESS and related outside
plant in Cairo and Alexandria, if necessary. 
5.18 
 The U.S. Consultant who will. work with ARETFO will have either as a
joint-venture partner or as a sub-contractor one or more U.S. operating
telephene companies involved in the project. 
Additionally, the U.S.
Consultant has pertinent and similar experience overseas in developing
countries. 
 It is, therefore, expected that the U.S. Consultant will
provide satisfactory or better service to ARETO in gaining the ob­jectives of this project.
 

F. Cost Estimate 

5.19 The capital cost of the project has been estimatedb, ARETO andreviewed by U.S.A.I.D. Equipment cost estimates were based on
narket prices in effect in January 1979.
 

5.20 
 The total capital cost of the FY 1979 and a possible FY 1980 A.I.D.
project, expressed in dollars at the parallel market rate (L.E. 1.00 =U.S. $1.43), 
is $200.0 million, of which the equivalent of $40.0
million is the Egyptian pound cost and $160.0 million in foreign
exchange cost. 
The capital cost of the FY 1979 project alone is
exactly one-half of amounts shown above. 
The aforementioned Egyptian
pound cost does not include the salary costs of ARETO personnel
assigned to this project. 
Of the FY 1979 and 1980 U.S. dollar costs,
technical assistance accounts for 7.81% ($12.5 million) of total pro­ject costs; equipment and equipment-related activities, including
shipping, accounts for 82.19% ($131.5 million); and a contingency
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and escalaticn factor of 1.M/ ($16.0 million) has been included.For FY 1979 alone, technical assistance accounts for 9.3,'/($7.5 million), equipment for 80.63% and a contingency and

escalation factor of i0/. ($8.0 million) has been included.
 



Exhibit V-I 
Estimated Cost Suissary 
for FY'- 1973,1979 

(in O00s LE L $) 

Category 

FY 1978 
$ 

A.I.D. 
LE 

r.O.E. 

FY 
S 

A.I.D. 

q19 
I.E 
.n. F. 

Technical Assistance and Training $ 7,500 LE 1.500 $ 7.S(W0 1K I.R1% 

Planning 
Training 
Procurement 
Accounting, Financial and Personnel 
SIP 

Equipment and Equipment Related 28.500 3,750 fi.t-(fl 1I.,17 

a. Replacement of 20.000 Line Zamalek 
Rotary Exchange: 

(1) Exchange Equipment 
(11) Outside Plant 

b. Replacement of 3 Rotary Exchanges 

in Cairo: 
(i) Exchange Equipment 

(ii) Outside Plant 

c. Replacement of 3 Rotary Exchanges 
in Alexandria: 

$ 7,000 
12,000 

;24.500 
30,000 Co 

Mr 

N 

(i) Exchange Equipment 
(ii) Outaide Plant 

d. PABX Exchange - 3,000 Lines 
e. Microwave Links 
f. Mobile Exchange Station Vans 
g. Relief Equipment for Customers 

Ucing Rotary Exchanges 
h. Test Equipment and Vehicles 
i. Air Conditioning 

J. Standby Power 
k. Other Equipment 

2,000 
1.000 
1,500 

2,500 
1,000 
1,500 

--

30300 

4,700 
2,000 

nM 
0 
"0 

Contingency and Escalation 4,000 750 Fl0Ion 2.n0l 

TOTALS $40,000 LE 6,000 $RO.o0 I.E7(~lon 

- - .... ....... - - - -- - - -



VI. -MNKEF ANAJYSIS 

A. Need for Improved Teleconmnicaions System 

6.01 While the need for an improve(] telecairmuiicationsit is worthwiile system is obvious,to present: the following general statement.the modern industrialized t.orld, In
fast and efficient telecomn-iti­cations service is essential for the smooth and efficient function­ing of busirbss. Industrialization is defined hereof increased specialization as the process

of the factcrs of production; aslevel of st-ecialization theincre;ases,
portion of the 

each factor performs a smallerproductive process. Increased industrialization
and irustrial complexity bringparticipants in 
about the interdependence of allthe economy. In an economy of subsistence agri­culture where each family produces its food,own clothing, andshelter, and has little or no trade or even contact with others,there is little need to conumnicate. 'Tefamily itself is theeconomic unit. On the other hand, in an indus -rialized and diver­sified market economy, fast aivd effi-cient are rmeans of comrunicationsnecessary to carry out the exchange of information requiredamong all of the participants. Since no persoti produces all of the
goods he consunes, everyone is dependent upon others for many goods
and services. With increasing industrialization and interdependence,an 
increasing amount of information must beparticipants exchanged among theof the economy. Telecommuications constitute a vital
link in tyin!., the varj 
us sectors together into a smoothly func­tioning economic uit.>_ 

B. Reason for Condition of Past and Present TeleconTnunications 
Systemin lpt
 

6.02 Paras 2.1.2 and 2.13 explain, in very general terms, theof the telecommunications system in Egypt. 
poor condition 

There are various reasons
why Egypt's teleccmunicationis system has not kept pace with t:he
needs of the country. Because of the heavy defense burden the country
has carried for many years, as well as other factors, funds have not
been available to improve and expand telecommnications facilities.
Inaddition, the sudden increase in Cairo's population after the 1973
twar 
(largely because of refugees from cities on the Suez Canal) caused
particular problems for Cairo. 
As a result, the present systeia is
-ongested, and service is not available to many who need it and are
willing to pay. 
C'C conducted interviews with a number of large in­ternational firms in Cairo who indicated that business is seriously
impaired by the deteri.oration in telephone service and most consider
ita grave problem. 
To make a local call requires many dialing
 

' Linda Lee Bower, 'Telecommunications Market Demand and Investment Require­ments", Telecommnications Journal, March 1972, p. 178
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attempts; inteniational calls may take several cays to complete;
.Ahen completed, conversation is frequently difficult. 

and 

C. Telecormunications Demand Forecast
 

6.03 One of the principil purposes of the FY 1978 A.I.I). Loan and the
proposed FY 1979 and 1980 A.I.). Grants is to assist ARETO to
improve the efficiency and effectiveness of the present telecommuni­
cation system and to develop and install a program to improve ARETO'smanagement and operations (see paras 2.01-2.11). Indeed even if noexxnsion in demand was contemplated, the validity and integrity ofthis project Would remain intact. Nevertheless, an ambitious ex­pavnsion program is a necessary ingredient of Egypt's economic devel­opment plan and the following paragraphs will discuss CTC's demand 
projections. 

I. M1ethodoloy for Demand Forecasts 

6.04 There are a nunbe- of elements in the demand forecasts for telecommu­
nications service. These include domestic and international telephone,
telegraph and telex. For each of these elements a correlation wasdeveloped with an economic parameter and a equation developed. 1/The correlation parameters used in these equations are listed below.
 

Dependent Variable Independent Variable 

Telephone Density 
 GDP per capita

Domestic telegrams Ier capita GDP per capita

Domestic telex calls per capita GDP per capita

International telephone calls 
 Foreign trade and
 

tourist receipts
International telegrams 
 Foreign trade and
 
tourist receipts
International telex messages 
 Foreign trade and
 
tourist receipts
 

6.05 Each of the equations developed for the above provides a model for
forecasting demand for one of the elements. 
A model used in tele­
commnications planning must provide a specific economic framework
for the necessary projections, because it is economic activity that
 
generates telecommunications traffic.
 

a. Domestic Demand 

The basis of the telephone forecast is a correlation between GDP per

capita and telephone density. This correlation, according to CTC, has
 

t/ The individual equations developed are too long and complicated to be
included in this Paper but can be located in CTC's final report, Volume 3.
 

http:2.01-2.11


-32­

proved to be. a, simple but effective means of predicting the nunberof telephones that will te denmdrxed in a countryof economic develojrvnt. Ibi s method 
at a given level

is bxised on macro analysisand provides a gooi bsi;S for forecasting denind at the nationallevel, but it cannot bte used for forecasting at the exchange level.A sepxlrate procedure carried outwas by CI1'C which plotted growthfactors for individual exchange areas. This was done by takingexpressed anid inexpressed demand in each case and predicting growthbxased on an inspection of the exi sting and forecasted economicactivity in the area. The aggregate nunber of telephones predictedby the t wo methods closely approximaoted one another. 

L-. Int:ernatiornl Forecast 

6.07 These forecasts predict future levels of demand for internationaltelephone, telegraph and telex services in Egypt. As Egypt'sinternal economic situation changes, so does its relationship withthe international economic cofnunity.
 

6.08 
 '"-ie forecas-t growth in internitional telephone, telegraph and telextraffic is based on a correlation between fcreign trade plus touristreceipts and international outgoing telecomrmunications messages.Cu: states that nunerous telecomrxn-ications planning studies have
demonstrated that this 
is a suitable and effective basis for an
international demand forecast.
 

c. Sub-sector Needs
 

5.09 The sub-sectors typically are 
large Users of ccnnnications whose
requirements tend to be concentrated near or between specific loca­tions. 
These factors, coupled with the discretionary authority
of sub-sectors to use either AREIO systems or their own networks,
make it virtually impossible for ARETO to predict their long-tern
needs. 
 Deand forecasts of sub-sectors have, therefore, not been
included in a subsequent demand forecast exhibit.
 

d. Comments on Ilethodology 

1.10 
 CTC admits that developing long-term telecoianications demand
forecasts is 
a difficult matter. 
Consequently, the demand forecasts
which will be presented further on should not be considered as "set
in concrete". Planning is 
a contLiiuous process. 
A forecast, es­pecially of a twenty year range, must be periodically revised, and
revisions are a normal part of planning. 
Revisions in forecasts
can be made necessary by a number of unexpected events which piacrs
cannot be expected to foresee. 
Frequently unforeseen domestic or
foreign developnents outdate the assumptions on which a forecast is
 
based.
 



U 

Sw~-fry of' 
Tcccc':_ unications 

De':,:rd Forecast-< 

Domestic 

1980 1981 1982 19r3 1984 19 9 10,4 

Telephone Lines 
(Thousands) 

1,080 1,167 1,271 ,1400 1,548 2,141 3,099 I 

Total Outgoing 
Telegraph Words 
(Thousands) 

174,760 183,702 192,508 201,3L8 212,585 232,237 250,495 

Total Outgoing 
Telex Minutes 
(Thousands) 

6,497 7,220 7,965 8,771 9,619 13,862 20,1:21 jl,013 

International 

Total Telephone 
Minutes (Thousands) 

27,321 29,372 31,569 33,932 37,358 53,583 78,381 115,(6I 

Total Telegraph 
Words (Thousands) 

264,726 275,616 283,635 298,716 315,183 385,hh0 477,774 592,18, 

Total Telex Min-
utes (Thousands), 

123,152 129,713 138,881 148,698 162,878 229,176 330,731 4i1 ,357 
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6.11 CMITdid consider other methodologies and thoe methodologies (e.g.,the trend method) %urerejected for various reasons. U.S.A.I.D.considers the nethodology used by CrC (see para 6.04) as beingreasonable under the circunstances; especially since CTC's method­ology is confirmed by eyindnations of individual exchange areas(see para 6.01). It presents a reasonable model and this modelis susceptible of sensitivity analysis. Th-at is, AREPO will beable to observe how the relative magnitude of change in one (or
more) factors in the analysis (such as GDP) affects the magnitudeof change in the final line forecast. CTC has set forth the methodaWi procedures and AREFO could easily postulate different assump­tions and the calculations carried out as described in CIC's finalreport to see how specified change would alter the final outcome. 

The present telecomnunications6.12 network was described in the Background section of this Paper. 
 CTC's twenty year forecast is e-­
sented below:
 



VII. FINANCIAL ANALYSIS 

A. ihstorical Fivancial Perform- ine of AREIY) 
7.01 AR:I'O's Balance Sheet and I nc Tn Statemn_ ts for the1977 period 1973­are prescnted IU-ther on in t his sect ion.statemehnts AREFO's accountin­do not p-esenit ARtI'.s 1f runcial perfon-rance and situatioIin accorcance wi th norninI i nt,,rna i onal teleconxinlcations account­ing practices. 'The reason for thi.s is tLt, as a Government Board,ARIO foil ows the [:gy)t iaI Stan(ardi zed AccoUtAing, System (SAS),whose nin object ie is to provide comxrable

standardized basic data throughaccotU ting, statements for macroeconomic planning and 
control purposes. 

B.Flance Sheet 

7.02 ARd'O's assets at December 31, 1977 total LE 235.7 million, ofwhiich approxifraltely LlE 66.1 million were classified as current,liabilities total ed approx-nutely LE 180.5 mill ion, of whichLIE:149.4 longwere term, and equLity was approxinmtely LE 55.2million. AREIO's current ratio was 2.1:1.0 aiddebt to equity ratio was 2.7:] .0, 
its long term 

both very conservative.are Followingthe suamivry Balance Sheet figures for the years 1.973-1-977, moredetailed figures are presented in Annuex K.
 

Historical Balance Sheets
 

(in L.. (,(Xx))
 

Cash and Receivables Actuals
1- 1/ 2 
1973 1974 1975 1976 1-77
 

Cash and Receivables 
 12.0 15.5 18.4 22.6Total Current Assets 24.9
28.5 35.0 44.5 59.0Total Assets 66.1
76.]. 87.6 
 111.4 179.5 235.7
 

Current Liabilities 1.7.8 21.7Total i1abil ities 31.5 32.5 31.1

47.4 57.3 
 81.0 130.0 180.5
 

__/ Does -not reflect any revaluation of asset accounts. 
2 / Reflects revaluation of fixed and current asset accounits by ARErO.However, most of the increase in the value theseof assets is shownon the right hand side of the Balance Sheet as an increase in long-termdebt to the GOE and not as an increase in equity. 

Note: The 1977 Balance Sheet shows Long Term Debt as being LE 149.4 million.Of this amount, LE 91.4 million is owed to the GOE 
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Historical Balance Sheets (cont'd) 

1973 1974 1975 1976 1977
 

Total Equity 28.7 30.3 
 30.4 49.5 
 55.2
 

Current Ratio 
 1.6 1.6 1.4 1.8 2.1
 
Long Term Debt/Equity

Ratio 
 1.0 1.2 
 1.6 2.0 
 2.7
 

2. Incore Statement 

7.03 
 The reslts of ARETO's operations for the years 1973-1977, with
significant performance ratios, are shown below. 
Detailed state­
ments are presented in Annex L.
 

Historical Income Statements 

( in LE 000,000) 

Actuals
 
1.973 1974 
 1975 1976 1977
 

Operating Revenue 
 22.4 23.8 26.0 
 30.0 36.6
 
Operating Expenses 
 17.7 19.2 21.4 
 23.2 26.6
 

Operating Income 
 4.7 4.6 
 4.6 6.8 
 10.0
 

Other Income (net) .4 
 .6 .7 1.5 .8
 

Other Expense (int. &
 
comm) 
 1.2 1.5 1.9 2.5 3.5
 

Net Income 
 3.9 3.7 
 3.4 5.7 
 7.3
 
As a percentage of sales (operating Revenue), the above represent
 

the following:
 

Operating Ratio-70 
 79 80 82 
 78 73
 

Operating Profit-2/, 21 
 19 18 
 23 27
 

Net Profit-% 
 17 15 
 13 19 
 20
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7.(4 	 AR.IO' IXpst fiulCidl .11pr-s Lxen mixed. '!he IBIU) in 
its appraisal relA)rt (no. 1750-XH'1) 'showed that ARE'IO's financial 
rate of ritturn on hi;torically valued assets ;averaged 9.97 for 
1973-1970 (9.3'-Y 973; 9.1'-197z4&5; 12.42,-! 976). AREI'O's revenue 
tper w in statio i :IVtra'c-i(,l ftllv per in the 1973-76US $137 annun 
periox, "iilt 	 revenuies for coUitries at a similarcor cspun lill, -' 
stag:e of developivlnt "rkn as follows: Ghauvi $211; Pakistan $224; 
F'Tthioia $236; and Infiia $253. 

7.05 	 The low rectrn st emkd i nahilv fromi the imlxNliance b tween staffing

and pricing practices. Incrfease:S in the ninhber of employees 
 out­
fxaced by far iicreases in prodtuctive assets main stations, while 
tariff levels ,Wrel(ept LuIchanged. By year-end 1976, ARETO's staff
exceeded the employe/telephone ratio attained in 1973 by some 9,426
employees, or by alxout 217 (see pn- 4.10, Exhibit IV-3). The dis­
proport inniate staff increase resulted largely from MOE policies
(see Xara 4.09, l'xihit IV-2). It is estiwted thati the cost of the 
excess stafl w,'cr the 1973-76 peri ol aXTmouted to 14% of the operating
expXen1ses 	and 8/.of thel,operating revenues. Without this expense

et ' II IRL) has Iima~t that ARVI()'T I iuncial rate of ret-urn would have 
raiiiged from 1() to 9X, on the hist-orical ly-valued assets, averaging 
more than 121-. 

B. Project FitlLiicining Plan 

7.06 	 It is proposed that the enti.re $80.0 million of this project be 
financed 	as a grant he (;Of-, in tu-:n,to vo, will re-grant to AREMO 
$80.() mil lion, iefore ai px)ssible $80.0 milliion FY 1980 grant is 
authorized, the U.S. Constltant and U.S.A.I.D. will review 	ARETO's 
financial staterme,ns a1 o17 
 cermiber 31, 1-979 to determine the most 
appropriate tens> to AKI-[O for the $80.0 million FY 1980 A.I.D. 
funds. As can be seen From 
xra 7.12, the investment requirements 
projected by UIC through 1984 are substantial. A covenant will beincluded in the Grant Agreement stating that the GOE and AREFO will,
within one year of the signing of the Agreement, maintain a debt to 
equity ratio of 70:30. U.S.A.I.'). :iconnrrends that the funds regranted
to AREFO be entered on ARFNO's bc. .- as equity. At the end of 1977,
the last year that AREF'O financial statements are available, a 77:23
debt to equity ratio existed. If LE 20.0 million of ARETO debt is 
transferred to equity, the debt to ecity ratio will be 68:32. Con­
sequently a re-g-ant to AREfO of A.I.D. funds will permit ARETO to
borrow an addition;l $186.7 million for its expansion program. 

7.07 	 In 1979 ARE'O revalued its asset accounts and increased the value
 
of its assets upward by LE 38.4 mill-ion and amended its 1976 and
 



1977 financial .Statenant.ls. A corresxonding increase of LE 26.3andi L.E 	 12.0 miilton as mace to the 	debt and equity accounts
respectively. We are unclear as to why the entire amount 	of theIncreased asset accounts (LE 38.4 million) was not applied solelyto an increase to the equity accountant. "Thle U.S. Consultant
will delve into this matter thoroughly when it begins its work
in Egypt scie n in September 1979. 

7.08 	 Total project costs are $100,000,000, of which $80, 000,000 areforeign exclange costs and $20,0C0,000 are local currency costs.*
"iThe A. I.D. grant wi ll finance all of the foreign exchange cost oft:he project andt the local currency cost will be financed fromARIEFO's internal cash generation. In the event that AREFO doesnot free itself of CE regulations during the period of this grant,
the ARF'lO's net profits will. continue to be transferred to the GOEand the inistry of Finance will provide the necessary local currency. 

C. Project Profitability 

7.09 	 The FY 1-978 A.I.D. Loan project is one directed mainly at infrastruc­ture building; in this instance, the telecommunications sector. Theteleconmin[cations equipment to be financed by this A.I.D. Grantwill. be replacement ecjuipment theof type required to mintain andimprove the present telecmiLnications network in Egpt. The tech­nical assistance portion of this project will suppcrt the infrastruc­
ture building aspect of the FY 1.978 loan as wel. as the design, pro­curement, arl installation of four ESS and related outside plant for 
Cairo. 

7.1.0 'This project will. finance a small expansion of telephone, telegraph
telex facilities. Consequently, this project willor 	 not directly

generate any notable additional funds for ARETO. 

7.11 	 Indirectly, however, it is expected that at the completion of theFY 1978, 1979 and .proposed 1980 A.I.D. program, ARETO will be opera­
ting at a higher level of efficiency and, consequently, there should
 
be some operating cost savings. 

7.12 	 AREFO sees itself on the threshold of an ambitious expansion program
where 
 by 1989 ARTO will be able to effectively satisfy domestic

demand. It has been estimated by CTC that this undertaking willrequire an investnent program on the order of $2.7 billion by 1984
and in 	excess of $20.0 billion by the year 2000.
 

'There is general consensus that the present telecommrunications 
system 	is seriously deficient and could not efficiently absorb this
magnitude of capital investments. It is for this reason that the 

* Does not include valeoT ARETO payroll costs for a substantial number 
of ARETO staff assigned to work with the U.S. Consultants. 

http:Statenant.ls
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GO( had recf-iested A. .l). in FY 1.978 to assist AREI'O in strengthening
is fLn planning It is furtherleMillilti, and operat ing capaci ty.

tulner.;to d 
 by the COFK that the FY 1978, 1979 and proposed 1-980 A.I.D. 
project s can only establ i.;h a 1oot i ng on 	 whfich to improve AREFO's 
calpbilities and that conti uilng I-ofessional assistance will, be
1V(jnlrd if ARt'I:) is to begi l toL dertake an exlpnsion program of
the s i.c aix' scope envi sionecd in the Mster Plan. 

7.13 	 In this iniLial stage, iwm)Jec.L 1,rufitability is ini a very real sense 
1w'an iiigl? ;s.: Virst , it i s prict i call y i mprossi ble to cjuanti fy the 
ncremtltdl bent fit.s and cost; to Jet-eri-ne fi nancialthe intenial 

rate of ret-urn. Second, and [lst im )rtant, is that what is im-­
lx~ra tive is assist ARI'O take the fi rst steps to lay down thea1b0e-d,.sc1'i bed insti tCt i onal. foundtion antd to 	improve the present
telt-connuni cat ions network by repl acing ol di, obsolete rotary ex­
changes with rmcx.ern, dtpenidabl t i-55. '[he lattar is consistent with
the recorrnutti of thut Sect(,r Study Report. It would be senseless 
to invest in a revenut, gene-aL i.g expansionary program at this time 
then the present tel ecoimitwnicat ions institut ion is having serious 
difficulLies coping with the current teleconrmunications system. 

7.14 	 Nevertheless AREtO's profits through 1.980 will be satisfactory as 
recapped below: 

1/ 1/ 2/ 
1.978 1979 1980 

(Oprating Revenues-L' mil lions 51 72 93 
Operating E".Lenses-LE' mill i.ons 31 43 50
Op'erating Incoe-LE mil 1 ions 2920 43 
Operat ing at io-percentage 61 60 54 
Debt/Equity RFatio 3.0 2.5 2.4 
Interest Coverage-times 	 3.0 2.8 2.3 

7.15 	 It is significant to note that the above figures are projected on 
the assunption that the domestic tariff structure will in fact 
become 	 effective as shown in Annex J.. 

7.16 	 [ir'ning capacity In relation to currently-val.ued assets is not 
certain because ARITO has recently revalued its assets and amended it.,1976 and 1977 finncial statements. The U.S. Consultant will review 
the, revaluation of assets undertaken by AREFO to determine their 
reasonableness. AREI'O's overall financial performance is also 
unclear due to the existing GOE/ARE'O financial relationship. 'o 

I/ 	 Figures taken from CEC Advisory Report No. 1. ibis report presents the
 
interim financial statements used in developing projects for the master
 
plan Ipriod 1980-1999.
 

2/ 	From CTC's Telecommunications Sector Study-Volutne 7.
 



insure ttlh integrity of its fitncial statements and to permit thenecessary Tet loc1al curl-enIcy g1enerations to service debt and con­trixite to the proposed itnvestment program (Master Plan), the followingactions bv ARET0 and/or the (OEshould be completed fairly promptly:I) ARE'O shOuld be reconstitllted under its own special. charter as anautonomoLs entity, which will permit it to establish tariff structures;2) limit staff growth; and 3) thit LE 20.0 million of the total debtof ARI'O to the GeE be capitalized (the amnunt of this debt at theend! of 1977 t,.ns in excess of . 90 mill ion). "The reasona large debt is explained in para 2.19 and 
for such 

has been exacerbated
by the recent revaluation of assets in which most of the revaluedassets t,re offset anby increase in long-term debt and not by anincrease in equity). AIFO has recently revalued its assets accountsarnd adjusted those assets which were entered at costa of less thanfair market value and the U.S. Consultant will determine the reason­ableness of this exercise. The Reconrnendation, Conditions andCovenants Section of this Paper addresses the above points. 

D. ARETO's Debt Service Capxtbility 

7.17 'Ihe Projected Statement of Ftd Flow for the period 1980-1999 is 
presented in Aruex N. As mentioned in an earlier section,projections should be theseviewded as to what is possible and not as "setin cot'rete". It is interesting that earnings from operations inthe 1980-84 period could finance approximately 20/ of a very sub­stantial investment plan; from 1985 onward earnings from operations
fiance more than 5/ of the investment plan. 

7.18 If the GOE conynits itself to undertakling an expansion of thetelecomni-uLications sector similar to thalt shown in the InvestmentPlan in Annex M and i f the necessary debt and equity financing canbe arranged-both domestically and from foreign sources-Lhen allindications are that ARE:I'O will be able to service debt as Long asit maintains a 70:30 or better debt/equity ratio. During grantnegotiations A.I.D. will seek an undertaking from the GOE and ARETO
that at least a 70:30 debt/equity ratio will be maintained by ARETO.Additionally, A.I.D. wil attempt to have LE 20.0 million of debt-
AREFO to the GeE-transferred to AIU:'O's equity account. 
This stipu­lation should significantly improve AREFO's ability to maintain a
 
70:30 ratio.
 

E. Egypt's Debt Service Capability
 

7.19 Egypt's external debt amounted to about $12 billion at the end of1976 (figures for 1977 are not available). Of this, roughly one­third was to Eastern Europe countries and primarily for past militaryequipment imports. 
The $8 billion balance includes almost $2 billion
in deposit liabilities of the Egyptian Central Bank to the various
Arab OPEC countries. It is estimated that nearly $1 billion in
 



prii Iv'll reljXIynint S on rleditin a1(d long-term debt wre made in1976. 	 In 1977 Egypt received a loan of $1.5 billion from CODEwhich was used to substantially reduce 	 its current short-term 
debt problem. 

7.20 	 Debt service requi rern.nLs in the future (lependl heavily on the extentto which new short-tenn debt can be 	 avoided and this prospect appearfavorable. 'The Consortirn ieting in Paris in June of last year(which 	 included the principal bilateral and multilateral aid lendersas well as Egypt) appeared to result in a favorable disposition onthe part of th,! lenders to provide more long-term debt financing inthe foreseeable future to Elgiypt. Over the near term, it is expectedthat the debt service ratio (including short-term debt) will move tobetween 25 and 30 percent of export and service earnings. 



VIII. ECONW1IC ANALYSIS
 

8.01 Tlhe economic analysis of the ''lecofnmjication Project is an incre­mental cost-benefit arvi-vsis. 'That is, it doesas not analyze ARETOa whole but only the acdditioniil costs and benefits attributableto this project and directly related activities.analysis is focussed ol 
The economicthe rotary exchanges that are to be replacedand the air-conditioning and standby power that beingare installedin other exclLnges. All costs necessary to achieve project benefitshave been included. hus the investment

in costs of the outside plantl{iadi (T'elefuinken) are includled although they notare beingfinanced by All). Similarly, future additional exchange expansionhas been included to the extent that
the benefits of the additional outside 

it will be needed to realize 
plant investements being

financed by AID. 

8.02 TIhe main economic benefits to the economy of this project and related 
investments are:
 

- service improvement as a result of replacing 98,000 existing
rotary exchange and outside plant lines; 

-- g'-ater access to telephone services through the addition of62,000 new exchange lines and 91,000 new outside lines;
 

- improved service through the other exchanges that will beair-conditioned and provided with standby power; 

-- significantly reduced maintenance costs as a result of all 
of the above investments.
 

8.03 
 As is the case with most public utilities, assigning a quantitative
value to their services is extraordinarily difficult. It is clearthat existing telecommunication services in Egypt are very poor.
As a result the value of these services is lower than in countries
with better services. 
 It is also a fact that actual telecommunicationrevenues per subscriber line are only $137 in Egypt ($99 of which
is for telephone services) versus $210 - $250 in such countries as
Ghana, Pakistan, Ethiopia, and India. 

8.04 
 We have taken two approaches in estimating the value of improved
telephone services that will result from this project. 
In the
first case we assumed that the value of existing telephone services
is equal to current revenues ($99 per line). We then used the
consultants estimate that the call completion rate will increase
5M./for both the new exchanges and the old exchanges that are air­
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conlitioned. h"e benefits of the project in this case become$49.50/li e for replacement lines arYl 41.48.50 for new lines. Inestilut ing anl additi(Al benefit %%.Uused the consultants estimatethat ,ivintuinance costs for the old rotary exchanges would increaseto a level equail to current revenues per line if they are not re­placed. To ie ,'onservative m. have assuignd thait the iincreasedOperating costs of air-corlnitioning the other existing exchangeswill offset the reduced maintenance costs that will result -- althoughin fact miaintelnnce cost reductions will be significantly greater.'7he internal economic rate of return for the project using this first 
approach is 10.2%. 

8.05 As a second approach, we estivited that the value of telephone servicesafter t e rotory exchanges are replaced and other exchanges are air­conditioned will approxinte actual revenues currently received inother developing countries -- about $2 2 5/line. We also assumed thatcurrent revenues are equivalent to actual benefits of existing unim­proved services. Using this approach, the value of the benefitsfrom new lines is $2 2 5 /line andx from replacement lines is $"2 6 /line($225-$99). As was the case in the first instance, cost savingsfrom reduced maintenance expenses of replaced rotary exchangesalso included as were a project benefit. '"7he internal economic rate ofreturn using this second approach is 19.4%. 

'le above two calculations8.06 show an IRR range of l-0.2% to 19.4%.However, since in reality the value of existing telephone servicein Egypc is almost certainly greater than current revenues per line,the first estimate is too low and the second too high. In any event,an IRR or 10% ..ould be considered adequate for basic public utilityinvestments where actual benefits are difficult or impossible to 
quanc i fy. 

http:41.48.50


IX. ENVIROWfl'NI'AL CONSIDERATIONS 

9.01 Wuring Maly L979, A.I.D./W provided the Mission with the servicesEnvirorental Officer to perform of an 
an initial. environmental examinationof this FY 1979 Telecommications project. The Environmentalreached Officera negative cletermination 

assessnnt as to the need for an environmentalfor this project. His written conclusions are presentedin the following paragraphs. 
9.02 '11e Teleconmunications Project consists of four typos of modernizationof the telephone system (1) replacement

systems of older types of switchingin three exchanges with electronicreplacement switching equipxnent, (2)of 2 outside plants
provision with updated line equipnent, (3)of emergency power generators and air-coxlitioning equip­ment in selected exchanges to provide controlled envirotmentswitching equipment, and (4) 

for
improved managemcnt and operating capa­bility mainly through training and education of personnel. 

9.03 
 Physical activity will include reconstruction of some existing
xildings and some 
arnd, 

outside work ntinly involving excavation in streetsafter completion of the modernization program, restoration of the
sites to us' by traffic. 
There will be some trucking of purchased
equiplx'.nt from shipping ports. Dust andreconstruction. In 
noise will increa;e duringthe modernized plant, when power outages occur,there will be noise from the new generators.
 

Performance by contractors in the past in 
the Cairo area workingon utilities reqliring ditching and excavating in the streets hasled to public criticism because of unsafe practices such as openditches with no barriers or warning lights to protect pedestrians and
the operation of vehicles. 
In addition, long delays of many months
were incurred before resurfacing
plished. 

of streets and sidewalks were accom-Contractor guidance on this project should include instruc­tions to correct and mitigate these concerns.
 
9.04 
 One goal of the project is to provide humidity, dust and temperature
control for better operation of the equipment. This will result in
provision of a healthier environment for the employees as a beneficial
aspect. 
Because noise from the generators wuld interfere with best
equipment operation, the placement of generators is likely to be
such that they do not disturb employees, The completion of the pro­ject will result in better personnel communications, thus having the
potential for reduction of automobile '.raffic by permitting more
business to be conducLed by telephone, rather than by messanger.
 

-44­

http:equiplx'.nt


9.05 	 Since the ecrpiilJxpnt will continue to be partially operational during 
the constrc1i Irixl it is likely that nonal procedures will be 
foll owd to minimize thjst dispersion thrxigh wetting exposed areas 
and c nerin), fr(rn wii-kl. "lhe contractor guiidance should include 
directions that noise, ck(st, hiumidity, and temperature should be 
controlled as muach a possible. Construction on the streets is 
generally by Ihandi excavation and is likely to produce disturbance 
adl redirection of traffic to les:; open corridors. Here the desire 
for contractor profit is likely to result in minimal time disruption. 

9.06 	 Contractor opt-ration anl tirchase specifications could include 

requirements for less polluting vehicles (trucks, buses, autos, 
shipping vehicles) for use in the project. Driver training could 
result 	 in more efficient operation of vehicles with less noise and 
better 	fuel-air ratios as well as other less polluting maintenance 
of comxny equipmen,. 

9.07 	 The most seriotLs FOllution in Egyptian factories and office biildings 
is due to very p:or housekeeping procedures. A part of the training 
program could well attempt to instill pride in a clean, pleasant
environment. landicaping of grounds -ind effective use of plantings 
can sometimes Vive motivation for ch ::nhousekeeping. Provision 
should be aide at the sites for trash disposal including trash bins 
and containers and trucks or a trucking service for removal to offsite 
disposal. 

9.08 	 Detailed plans should make provision for sewage disposal within the 
new sewer system. Contingency plans will be needed for clean-up of 
spills from the fuel storage tanks and for maintenance of piping 
for fuel to generators. In planning for the duties of maintenance 
persons at each site, adequate provision should be nmade for mainten­
ance of buildings and grounds in an attractive manner.
 

9.09 	 Although the net effect of this discussion is a negative determination
 
as to the need for an environmental assessment, attention should be
 
paid throughout the project to minimizing negative effects and par-.
 
ticularly to the taking of positive housekeeping actions in the
 
final product.
 



X. SOCIAL ANALYSIS
 

10.01 	 It is generally accepted tbat wit '.improved communications there
will be an increase in commercial activity; general economic per­formance will increase and there will be more goods and services
available and benefits will accrue to the population as a whole.
 

10.02 
In both rich and poor countries, the benefits of commercial and
industrial activity do not flow in equal proportions to individuals
and groups within the system. However, quality of life does seem
to improve for the general population in terms of distribution and
flow of goods and services which affect all dimensions of life.
Important social interaction and performance is 
now contingerLt
on a minimally effective communications network in Cairo. With
regularity efforts or functions of human need fail because of the
incapacity of the network, e.g. residential and commercial property
burns because there is 
no dial tone; the health clinic referral
system or emergency medical system cannot be coordinated; the
school does not have a telephone and their request for a telephone
line has been on file for 11 years. Everyone in some way must gain
from a 	nodernized network. There are no losers. 

10.03 	Conventionally, the social analysis of AID project identifies direct

and indirect beneficiaries.
 

(a) First order beneficiaries: A simplistic reduction of this
formula might argue that there are 30,000 directly benefitting indivi­duals or entities and various levels of indirect beneficiareies ex­tending out from that inner core. would moreIt be accurate todistinguish among levels of direct benefit. 
Assuredly, the present
subscribers benefitting from the improved service include primarilygovernment offices, business agencies and members of the middleclass. 
 Equally assuredly, the next increment of a subscriber mix
might be classified as first-order direct beneficiaries. However,
allowing for a household size of five and a business/government
office 	size of 10, first-order beneficiaries probably number between
600,000 and 800,000 individuals or no more than ten percent of the

population of Cairo.
 

(b) Second-order direct beneficiaries are those who, while
not living or working in a unit§with a telephone line, have reason­able access to either the formal or informal public telephone system.
While assigning a user rate to these telephones in a speculative
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enterprise, it is reasonabile to propose that at least 75% of the
reauiining city population either lives or works near a publicallyaccessible phone anid rakes SaORK ULS. of someV facility. Whi Ie the 
number of official public telephones (at VIT offices) is quitelinoited, the ntnber of unofficial publi.c t:elephones operated instreet kiosks a;nd stores andl charging a small fee per call is verycoisiderable. 'lhere are few areas of the city without an informlxublic phone ol almost every city block and the hook-ups are admitted­
ly thinner in low ir:c,{ areas. An improvement in both the nunberof these telephones and more impx)rtantty in the reliability of servicewich they provide will probably place sane five to six million people
in the second-order direct beneficiary range. 

(c) Indirect .:1eleficiaries. Anong the very poor it is arguablethat the project will 
lhave little direct effect. This element ofthe poptilation will either have no access to even an expanded tele­phone service or nor way of making productive use of such access as
they may have. 
 Even these people, however, lead lives conditioned
in part by Ehe state of cxnnmnications in Cairo. Employment, the
 
prices of staple commodities in the market and public wlfare ser­vices are all contingent, in part, upon a minimal level of ccmxiuni­cation efficiency. 
'This group of between 1.5 and 2 million are in
the ranks of first-order indirect beneficiaries. Without carrying

the process out indefinitely, there are also real indirect benefits
for 
some subsection of the remining population of Egypt whose

livelihood and welfare is determined in Cairo.
 

10.04 Schentically the beneficiary incidence of the project can be laid
 

out along these lines:
 

Direct Beneficiaries 
 Indirect Beneficiaries
 

ist subscribers 60,000 
 1st Cairo "non access" 2,000,000
 

2nd "access" 6,000,000 2nd Non-Cairo buz ness 4,000,000
 
gov't middle class
 

The numbers are of course, only indicative orders of magnitude. 
The
scale could be expanded and the values are arguable. However, the
underlying analysis stands with or without these specific numbers.

In the context of Cairo in 1979 a project which makes qualitative

and quantitative improvements in the city's telecominications
 
system has an extensive positive social impact and few, if any,
social costs. 
 It is, therefore, the determination of the mission
sectoral and social analysis division that this project is socially
 
sound.
 



XI. IMPLEIEKATION PLAN
 

A. Schedule 

11.01 	A firm project schedule will be available once the U.S. Consultant
 
financed under the FY 1978 A.I.D. Loan commences work (U.S.A.I.D.

estimates that this will be sometime in September 1979). The Imple­
mentation Plan presented below is AREO's and it has been reviewed 
by U.S.A.I.D. III U.S.A.I.D.'s best judgement it is a reasonable 
schedule; however, as mentioned above, the U.S. Consultant will
 
review the Plan and make appropriate adjustments if necessary.
 

11.02 	 The Scope of Work for the FY 1978 A.I.D. Loan (see Annex 0) contains
 
provision for the U.S. Consultant to, if required, develop specifica­
tions for the replacement of all rotary exchanges wihich are financed 
by this FY 1979 A.I.D. project. U.S.A.I.D. expects that the U.S. 
Consultant following A.I.D. Handbook 11 Procurement Procedures will 
develop an IFB encompassing all seven (7) rotary exchanges ard re­
lated outside plant (which includes 3 ESS and outside plant for Alexan­
dria) and the award will probably be 
the work on a turnkey basis. 

made to a U.S. firm to undertake 

11.03 Grant Approved August 1979 

Grant Agreement Signed August 1979 

Conditions Precedent Met December 1979 

Consultant's Contract Amended January 1980 

Preparation of IFB's for A/C, 
Generator & Other 

January-March 1980 

Preparation of IFB's for ESS and OSP February-June 1980 

Award of Contracts for A/C 
Standby Gen. & Other 

June 1980 

Project Evaluation October 1980 

Award of Contracts for ESS & OSP December 1980 

Final Date for Opening L/C June 1981 

Project Evaluation October 1981 
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Project Evaluation October 1982
 
Al1 A/C, Stanidby Gen & Other October 
1982* 

installed 

All OSP installed August 1983*
 

All .SS installed December 1983* 

Project Assistance Completion March 1984
 

Final Evaluation 
 June 1984
 

Terminal Disbursement Date September 1984 

B. Contracting Procedure/Procurement 

11 .04 AREI0 is in the process of selecting and contracting for one U.S.
Consultant firm to perforni services under the FY 1978 A.I.D. Loan
and this FY 1979 A.I.D. project. In selecting this firm ARETO is
adhering to flandbook 11 (Country Contracting-Procurement of Pro­fessional Services). The U.S. Consultants will assist ARE£O to 
prepare IFB's - techicial specifications and general terms and 
conditions - and evaluation formats for selecting the lo %est respon­sive bidder. Some of the IFB's (e.g., the replacement of rotary

exchanges in Cairo and Alexandria) will most likely be bid out on 
a turnkey basis. The U.S. Consultants will oversee ARETO to insure
that the procurement of equipment to be financed by A.I.D. is con­
ducted in conformity with A.I.D. regulations. The U.S. Consultant 
will also work with ARETO to monitor turnkey contractors' performance;
i.e., that work is progressing on schedule and maintenance of quality

of wurk and equipment is in accordance with plans and specifications.
 

11.05 All equipment, materials and services financed by the A.I.D. grant
 

will be of U.S. source and origin.
 

C. A.I.D. Financing Procedures
 

11.06 All procurement financed by this grant will be financed by Letters
of Commitment (L/Comm), as will the cost of services performed by
U.S. Consultants. As irutually agreed by ARETO and U.S.A.I.D.,
A.I.D. will either issue direct L/Comrms for procurement and services 
to the U.S. firms or open L/Comms with a U.S. bank(s) selected byAREPO. The procurement L/Comms wIll list the items eligible for 
jtnt financing, and appropriate Letters of Credit will be issued
 
t,,-eunder to eligible suppliers furnishing equipment and materials. 

* See the following page for bar chart of the schedule of replacements of 
Rotary E-xzhanges with ESS, related outside plant, air conditioners and 
standby generators. 



D. Mbonitoring and Reporting 

11.07 Upon signing of the Grant Agreement, U.S.A.I.D. will issue an
Implementation Letter which, among other things, will containthe necessary guidance and details on the types of reports (e.g.progress and shipping) ard the reporting to beformats followed.
'lroughout the life of the project, the U.S. Consultant willmonitor the project to ensure satisfactory project progress.
Any routine problems, together with corresponding suggestedsolutions will be brought to the attention of U.S.A.I.D. in the
form of monthly reports from the Consultants and ARETO. Seriousproblems requiring immediate attention will be brought to thepersonal attention of the U.S.A.I.D. Project Manager and his counter­paiL in AREFO. Project progress will be determined by measuring
actual. results against the project .schedule developed by the U.S.
Consultant (see para 11.01-11.02) and will be discussed at semi­annual meetings betwen ARETO, the U.S. Consultant and U.S. A. I. D. 

E. Evaluation
 

11.08 
Upon receipt of a firm project schedule, U.S.A.I.D. will revise, if
 necessary, the Logical Framework to be used as a basis for evaluating
project progress. The Logical Framework is shown in Annex T. Monthly
progress reports sub~nitted to U.S.A.I.D. 
 will indicate the level 
or degree of implementation of the technical assistance portion ofthe grant, as well as the progress achieved in the procurement,
receipt and utilization of telecomunications equipment and materials. 

11.09 
One year after the execution of the Grant Agreement, a joint USA[D/
ARETO evaluation of the project will be conducted to examine whether:
 

(a) the delivery of project inputs is on schedule;

(b) the assumptions made are still valid; and

(c) the project outputs can be completed as originally scheduled.
 

11.10 
One year after the first evaluation, a second evaluation will be

conducted in the same manner and with the same 
scope as the initial
evaluation. The annual evaluations will, of course, determine if any corrective steps should be undertaken and if redesign is necess­
ary. These annual evaluations will be conducted by a committee withrepresentation from the Mission, AID/W, the contractors and ARETO.
 

1.1.11 ARETO and U.S.A.I.D. will conduct an "cx post facto" evaluation todetermine that the end of project conditions have been established.
 
An estimate of funding required for this evaluation will be prepared

and budgeted for under the Tech Services and Feasibility Studies project.
 

http:11.01-11.02


F. Eligibility Ilite 

11.12 	 Tho eligibility date for finumcing any bona fide U.S. dollar project
cost will be October 1, 1979, at which time the Grant and Sub-grant
Agreements will be signied by authorized representatives of the 
Arab Republic of Egypt, the Government of the United States of
America, and the Arab Repiblic of Egypt Telecommunications Organiza­
tion (ARET'(). 

C. Terminal Dates 

11.13 (i) Conditions Precedent
 

The terminal date for meeting initial Conditions Precedent will be 
120 days from the date of Grant Agreement signing; the date by which 
funds will be needed to finance the services of the U. S. Consultants. 

11.14 
 (ii) Letters of Commitment and Disbursement
 

The terminal date for opening Letters of Commitment will be June 30,
1982, the date by which all orders will be placed; and the terminal 
date for disbursement will be September 30, 1984, one year after
all equipment has been received to permit time for testing and 
allow for final payments. The Project Assistance Completion Date 
(PACD) 	is March 31, 1984.
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XII. RIIlIhWfTION, CONDITIONS AND COVENANI'S 

A. Recoawxer at ion 

12.01 	 Subject to the conditions and covenants listed below, we recommnend
 
that A.[.D. authorize a grant to the Government of Egypt in the
 
mnouit of $80 million (eighty million dollars) which together with 
the $40.0 million FY 1978 A.I.D. loan, will provide for technical
 
assistance for improvement of the present telecomniications system
 
and to strengthen the management, operations, planning, training
 
and financial functions of AREITO; and for the procurement and 
installation of teleconnunications and related equipment. We fur­
ther recommend that the FY 1979 $80.0 million grant to the GOE 
be regranted to AREI'O in the form of equity. 

B. Conditions Precedent to Disbursement for Technical Services
 

12.02 	 Prior to the first disbursement or to the issuance of the first
 
Letter of Commitment under the grant for technical services, the
 
GOE shall furnish to A.I.D. in form and substance satisfactory to
 
A.I.D.:
 

a) An opinion of the Egyptian Ministry of Justice or other
 
legal counsel satisfactory to A.I.D. that the grant agreement
 
have been duly authorized and/or ratified by, and executed on
 
behalf of, the GOE and ARFTO and that they constitute a valid
 
and legally binding obligations in accordance with all of their
 
terms.
 

b) The names of the persons who will act as the representatives
 
of the GOE and AREFO, together with evidence of their authority
 
and the speciment signature of each.
 

c) A regrant agreement satisfactory to A.I.D. for the project
 
between the GOE and ARETO under which the GOE will regrant to
 
ARE-TO all grant funds, except, if A.I.D. so agrees, that amount
 
of grant funds required to finance the cost of technical assist­
ance to the Ministry of Communications.
 

C. Conditions Precedent to Disbursement for Equipment
 

12.03 	 Prior to any disbursement under this Grant, or to the issuance by
 
A.I.D. of documentation pursuant to which disbursement will be made,
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12.04 
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for equipment, the Grantee wll,
wise except as the Parties may other­agree in writing, furnish to A.I.D. in form and substancesatisfactory to A.I.D. a Procurement Plan, approved by the Consul­tant funded under A.I.D. Loan 263-K-047 and the Grant, for allprocurement planned by AREFO through the end of calender year 1983,
showing specifications, quantities, estimated prices and timing
of such procurement.

The 
 above mentioned conditiois shall be included in the grant 

authorization.
 

D. Covenants
 

The GOE and ARETO will be required to covenant:
 

a) Execution of the Project
 

(i) To carry out the project with due diligence and efficiency,
and in conformity with sound engineering, construction, financial
and administrative practices.
 

(ii)To cause the project to be carried out in conformance with
all the plans, specifications, contracts, schedules, and other
arrangements, and with all modifications therein approved by
A.I.D. pursuant to this agreement.
 

(iii) To submit for A.I.D. approval prior to implementation,
issuance, or execution, all plans, specification, construction
schedules, bid documents, documents concerning solicitationof proposals relating to eligible items, contracts, and all
modifications to these documents.
 

b) 
Funds and Other Resources to be Provided
 

To make available on a timely basis any Egyptian currency and
and foreign currency in addition to the grant, for the punctual
and effective carrying out of construction, maintenance, repair
and operation of the project.
 

c) Operation and Maintenance
 

To operate, maintain and repair the project in conformity with
sound engineering, financial and administrative practices and
in such manner as to insure the continuing and successful
achievement of the purposes of the project.
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d) Management 

To provide qual if jed and experienced management projectfor the
and to train such staff as my be appropriate for the maintenance
and operation of the project. 

e) Continuing Consultant
 

To cooperate fully with A.I.D. to assure that the purpose ofthe grant will be accomplished. 
To this end, the GOE, ARMO
and A.I.D. shall from time to time, at the request of anyparty, exchange views through their representatives with
regard to the progress of the project, the performance of theGOE and ARETO of its obligations under the grant agreement,
the performance of consultants, contractors and suppliersengaged on the project, and other matters relating to the 
project. 

f) Other
 

A.I.D. will seek during grant agreement negotiations to have
included in the Agreement the same undertakings from the GOE
and AREFO which were included in the FY 1978 A.I.D. loan

project Agreement (263-K-O47). 

These include covenants dealing with Securing Payment for
Telecommunication Services, Tariff rate structures, ARETOReorganization, Staffing, Transfer to Equity and Debt/Equity
Ratio, assuring AREl'O performance of Grant obligations and the
implementation of a service improvement Plan.
 

It was anticipated at the time of the Loan Agreement that these
 covenants would have been successfully accomplished by August 31,
1979. 
They have not been accomplished due to the inordinate

time to acquire the services of a U.S. Consultant. Since the
U.S. Consultant is expected to begin work in August 1979, these
items, which were included in the FY 1978 A.I.D. Loan 263-K-047

Authorizati 
 ire to be extended one year to August 31, 1980,
the date by mi.ch it can reasonably be expected that they can be

successfully accomplished.
 

g) Coordination
 

In addition the Grantee and ARETO shall investigate the need for
the creation and implementation of a Utilities Coordination Board
which would coordinate and notify all agencies of governnent of
 any construction efforts involving blasting and/or excavation by
utility organizations and by private contractors to minimize
interruption of services, damage, repair costs and inconvenience
 
to the public.
 



XiII. ISSUES 

13.0] 	 The following is 
a summary of an FY 1978 $53.0 million IBRD credit
 
to AREM0 for a telecommunications project:
 

US $ Million 
(a) Automatic telephone exchange equipment
 

60,800 lines 
 21.5
 

(b) PABXs 15,000 lines 
 3.0
 

(c) Telephone cables 
 10.0
 

(d) Accessories for telephone cables and
 
cable laying equipment 
 2.5
 

(e) 3,000 line telex exchange Cairo 
 3.5
 

(f) 2,000 teleprinters 	 5.0
 

(g) Unallocated 
 7.5
 

Total 53.0
 

13.02 
 ARErO has requested the IBRD to shift the approximately $12.0 million

initially earmarked for the installation of ESS in the Maadi and
Koubba exchanges co other telecommunication equipment items.
 

13.03 
 U.S.A.I.D. and IBRD representatives met in Cairo during the week of
May 1, 1979 and discussed the aforementioned shift of funds withinthe $53.0 million IBRD credit. It is U.S.A.I.D.'s understanding
that tentative agreement has been reached between the IBRD repre­sentatives and ARETO officials whereby, inter alia, approximat-ly$12.0 million originally allocated for ESS (see note I/ above)will be eliminated and will be substituted by the pruc-hase ofapproximately $7 million of cable and approximately $5 million of 
mobile exchanges. 

13.04 	 The IBRD representatives gave the impression that the IBRD's Board
would most likely approve the shift of $12 million.
 

I/ Includes the installation of ESS in the Maadi and Koubba exchanges, atotal of 30,000 lines estimated by the IBRD to cost approximately $12.0
million. Replacement of the Maadi rotary exchange with ESS is included
in this A.I.D. project. As mentioned previously, the outside plant for
the Maadi exchange is being undertaken by Telefunken.
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13.05 	 (i the b-isis of meetings and discussions with IBRD representatives, 
U.S.A.I.D. does not consider that what has been discussed in this 
sect inn is, in fact, a probaxble issue. Hotwever, in the highly
tail ikely event that the IBlI) Board does not approve a shift of 
at)proxinLely $12 million away from ESS to cable and mobile ex­
changes (or other Leleconn&adc,,tions equipment), then, obviously,
this will become a mavjor issue. 

13.06 	 U.S.A..D. expects that by the time this project reaches the 
authorization stage that A.l.I)./Washington will have been advised 
of the IBRD i uard's decision. 

13.07 	 AII)/W has been advised by the Telecommunications Division of the 
U.rld Ba-nk that the shift of monies from ESS equipmnent has been 
approved and both ARIETO and GOE have been informed. However,
since the AREI'O request had been presented informally, the World 
Bank is awaiting a formal request.
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Replacoumont of kiotary z xchanges In Cairo & Alexandrju Areas. 

1ame of Exzchange Existing Capt. 
 Niow Capacity 

I-	 CAILO U At
 

a Heliopolis II & III 
 20000 
 30000
 

b Zamalok 20000 20000 

c - Bab E1 Louk 14000 20000 

d - Maadi 4000 20000 

Sub T'otal I 58000 
 90000
 

-AUS2XAtNDRIAII 	 _ARIkA: 

a - Auto I & II 20000 
 30000 

b -.Ibrahimia 10000 
 20000
 

e- Gulim 
 10000 
 20000
 

Sub Totul II 40000 
 70000
 

GRAND 10TAL 98000 160000 

21 BEST AVAILABLE COPY CBI].i" OP UO 

Eng. I. A2'&J SIDKY 

12.2.1979 
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5C(2) - PROJECT C11ECKLIST 

Listed below 
are statutory criteria anplicable generally to projects
with F, 
funds and project criteria applicable to individual fund
= urces Development Assistance 
(with a subcategory for criteria
alplicable only to 
loans); and Economic Support Fund.
 

CROSS REFERENCES: 
 IS COUNTRY CHECKLIST UP TO DATE? 
 HAS 	STANDARD
 
ITEM CHECKLIST LEEtN 
REVIEWED FOR THIS PROJECT?
 

A. 	GENFRA. CRITERIA FOR PROJECT.
 

1. 	F'779 %pp. Act Unnumbered;
 
FAA Sec. 653(b): Sec. 634A.
 

(a) 
Describe how Cormiittees 
 (a) A Congressional Notification on
on Appropriations of 
Senate 
 this project will be sent to
and 	dcuse have been 
or will be 
 the 	Congress.

notified concerning the project;

(b) is assistance within 
 (b) Yes
 
(Operational Year Budget)
 
country or international
 
organization allocation reported
 
to Congress (or not more than
 
$1 million over that 
figure)?
 

LVI 	 fe.b~lla) I). Prior to Yes
 
obligation in excess of $100,000,
 
will there be (a) engineering,
 
financial, and other plans
 
necessary 
to carry out the
 
assistance and 
(b) a reasonably
 
firm estimate of the cost to
 
the 	U.S. of the assistance?
 

3. 	7A.A Sec. 6 1(a) (2). If further 
 No further legislative action is
le-gslative action is required 
 required.

witi:.n recipient country, what
 
is b'asis fEr reasonable
 
expectatic.i that such action
 
- ill he completed in tin.- to
 
per-'-t ordlerly accomp.isk-Lent
 

•";rpese of 
the 	asistance?
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4. 	 FAA Sec. 611(b); FY7 .
 
Act S2c. 101. If for water 
 N.A.
 
or water-related land 
resource
 
construction, has project met
 
the standards and criteria as
 
per the Principles and Standards
 
for Planning Water and Related
 
Land Resources dated October 25,
 
1973?
 

5. 	FAA S c. 611(e). If project 
 Yes.See Annex N.

Is capital assistance (e.g.,

constructi2 n), 
and 	all U.S.
 
assistance for it will exceed
 
$1 million, has Mission Director
 
certified and Regional Assistance
 
Admnir.Itrator taken into con­
siducation the country's capabil­
ity effecti ely to maintain and
 
utilize the project?
 

E. 	FAA Sec. 209. 
 Is project suscep-
 This project is not susceptible of execution
tible of execution as part of 
 as 
part of a regional or multilateral project.
regional or mulcilateral project? 
 However, future aid assistance to the tele-
If so why is project not so 
 communications sector may be so susceptible,
execuced? Information and con-
 especially when the institutional base can
clusion whether assistance will 
 support an expansionary program. 
 Egypt is not
enecurage regioual deVelopment 
 a newly independent country.
 
programs.
 

7. FAA Sec. 601(a). Information and 

conclusions whether project will 

(e) This project will improve the technical
 
encourage efforts of the country 

efficiency of industry, agriculture and
 commerce. 

tu: (a) increase the flow of 	

It will do so by improving the
management and operations of ARETO, the
international trade; (b) foster 
 Egyptian Telecommunications operating company;
private initiative and competi-
 and 	a more efficient ARETO will lead to a
tion; 
(c) encourage development 
 more efficient and dependable telecommunications
and 	use of cooperatives, credit 
 network, which is the backbone of economic
unions, and savings and loan 
 development.

associations; 
(d) discourage

mcnopolistic practices; 
(e)

improve technical efficiency

of induntrv, agriculture and
 
commerce; 
and (f) strengthen free
 
iabcr unions.
 



A. 

8. 	FAA Se,:. 601(b). Information 

as:d conclusion on how project 

will encourage U.S. private 


trade and investment abroad
 
and encourage private U.S.
 
participation in foreign assist­
ance programs (including use of
 
private trade channels and the
 
services of 
U.S. 	private enterprise).
 

9. 	FAA Sec. 612(b); Sec. 636(h). 

Describe steps taken to assure 

that, te the maximum extent 

possible, the country is 
con­
tributing local currencies to
 
meet the 
cost of contractual
 
and other services, and foreign
 
currencies owned by the U.S.
 
are utilized to meet the 
cost
 
of contractual and other services.
 

10. 	 FAA Sec. 612(d). Does the U.S. 

own excess foreign currency of 

the country and, if so, what
 
arrangements have been made
 
for its release?
 

11. FA\ Sec. t01le). Will the project 

utilize competitive selection
 
procedures for the awarding
 
of contracts, except where
 
applicable procurement rules
 
allow otherwise?
 

'2. 	FY 79 App. Act Sec. 608. 
 If 

assistance is for the pro­
duction of any commodity for
 
export, is the commodity like­
ly to be in surplus on world
 
markets at the time the 
result­
ing productlve capacity becomes
 
operative, and is 
such assist­
ance 
likely to cause substantial
 
injury to U.S. producers of
 
the same, similar or competing
 
commodity?
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All commodities and services
 
financed under the grant will
 
be procured from U.S. suppliers.
 

The grant agreement will so provide.
 
All local currency required will
 
be provided by ARETO and/or GOE.
 

Yes. Release by the GOE is not a
 
problem at present.
 

Yes.
 

N.A.
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FUNDING CRITERIA FOR PROJECT 

1. Development Assistance Prolect 

Criteria 

a. FAA Sec. 102(b); 111; 113;
281a. Extent to which activity 
will (a) effectively involve the 
poor in development, by extend­
ing access to economy at local 
level, increasing labor-intensive 
production and the use of appro­
priate technology, spreading 
investment out from cities to 
small towns and rural areas, 
and insuring -wide participation 
of the poor in the benefits of 
development on a sustained basis, 
using the appropriate U.S. ins­
titutions; (b) help develop 
cooperatives, especially by 
technical assistance, to assist 
rural and urban poor to help
themselves toward better life, 
and otherwise encourage demo­
cratic private and local govern­
mental institutions; (c) sup­
port the self-help efforts of 
developing countries- (d) tro­
metf. the participation of women 
in the national economies of 
developing countries and the 
improverient of women's status;
and (e) utilize and encourage 
regional cooperation by de­
veloping countries? 

N.A. 

b. FAA Sec. 103 103A 104 
105, 106. 107. Is assistance 
being made available: (include
only applicable paragraph which 
corresponds to source of funds 
uatcd. If more than one fund 

N.A. 

source is used for project,
include relevant paragraph 
for each fund source.) 
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(1) 	[103) for agriculture, 

rural development or
 
nutrition; if so, extent
 
to which activity is
 
specifically designed
 
to increase productivity
 
and income of rural poor;
 
[103A] if for agricultural
 
research, is full account
 
taken of needs of small
 
farmers;
 

(2) 	(10L] for population plan-
nin,. under Sec. 104(c); 
if so, extent to zhich 
activity em.Vh.', vs low­
cost, integrated delivery 
systems for health, nutri­
tion and family planning 
for the poorest people, 
with particular attention 
to the needs of mothers and 
young children, using para­
medical and auxiliary me­
dical perscnnel, clinics 
and health posts, com­
mcrcial distribution systems 
and other modes o no=uni.y 
research;
 

(3) 	[105] for education, public 
administration, or human 
resources development; 
if so, extent to which 
activity strengthens non­
formal education, makes
 
formal education more
 
relevant, especially for
 
rural families and urban
 
pccr, cr strengthens manage­
ment ca7.bility of insti­

tutions enabling the poor 
to participate in develop­
ment;
 

N.A.
 

N.A.
 

N.A.
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(4) 
(106] for technical assist-

ance, energy, research,
 
reconstruction, and selected
 
development problems; 
if so,
 
extent activity is:
 

i) technical cooperation 

and development, especially
 
with U.S. private and
 
voluntary, or 
regional and
 
international development,
 
organizations;
 

(ii) to help alleviate 

energy problems;
 

(iii) research into, and 

evaluation of, 
economic
 
development processes and
 
techniques;
 

(iv) reconstruction after 

natural 
or manmade disaster;
 

(v) 
for special development 

problem, and to 
enable proper
 
utilization of 
earlier U.S.
 

&Llac uren r ,tc. , 

assistance;
 

(vi) for programs of urban 
development, especially
 
small labor-intensive
 
enterprises, marketlng
 
svstev-s, 
and financial
 
or othet institutions to 
help urban poor participate
 
in economic and social
 
development.
 

c. [i071 Is appropriate effort 
placed on use of appropriate
 
technolog";
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N.A.
 

N.A.
 

N.A.
 

N.A.
 

N.A.-


N.A.
 

N.A.
 

N.A.
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d. FA, Sec. ll0(a). Will N.A.
 
the incipicnt country provide
 
at least 25% of 
the costs of
 
the program, project, 
or
 
activity with respect to 
w:nich
 
the assistance is 
 to be fur­
nished (or han the latter cost­
sharing requirement been waived
 
for n "relatively least-devel­
oped" country)?
 

e. FAA Sec. 110(b). Will N.A. 
grant CarItal assistance be 
disburse! for project over
 
more than 3 years? If so,
 
has justification satisfactory
 
to Congress been made, and
 
efforts for other financing,
 
or is the recipient country

"relatively 
least developed"?
 

f. FAk Sec. 281(b). Eesrrbe N.A.
 
extent to which program cecog­
nizes the particular needs,
 
desires, and capacities of the
 
people of the country; utilizes
 
the country's intellectual re­

tional development; and sup­
ports civil education and
 
training in skills required
 
for effective participation
 
in governmental and political
 
processes essential to 
self­
governz ent.
 

g. FAA Sec. 122(b). Does 
 N.A.
 
the activity give reasonable
 
promise of contributing to
 
The development of economic
 
resources, or the increase
to 

of oroductive capacities and
 
sel -usain-..g economic 
groth? 
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2. 	Development Assistance Projtict
 
Criteria (Loans Only)
 

a. 
 FAA Sec. 122(b). Informa- N.A.
 
tion and conclusion on capacity
 
of the country to repay the
 
loan, including reasonableness
 
of repayment prospects.
 

b. FAA Sec. 620(d). If 
 N.A.
 
assistance is for any productive
 
enterprise which will compete
 
in 
the U.S. with U.S. enter­
prise, is there an agreement
 
by the recipient country to
 
prevent export to 
the U.S. of
 
more 
than 20% of the enterprise's
 
annual production during the
 
life of the loan?
 

3. 	Project Criteria Solely for
 
Economic Support Fund
 

a. FAA Sec.- 531(a). Will
 
this assistance support promote
 
economic or political stability? Yes
 
To the extent possible, does it
 
:c:iect the policy direction:
 
of Section 102? 
 Yes
 

b. FAA Sec. 533. Will assist- NO.
 
ance under this chapter be used
 
for military, or paramilitary
 
activities?
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5C(3) - STANDARD IT! CIIECKLIST 
Listed belo; 2re statutory items which normally will be covered routinelyprovisions of 	 in those
an 
assistance agreement dealing with its implementation, or covered
in the agreeient by imposing limits on certain uses 
of funds.
 

These items are 
arranged under the general headings of 
(A) Procurement, (B)
Construction, and 
(C) Other Restrictions.
 

A. 	Procurement
 

1. 	FAA Sec 602. Are there arrange­
ments t,, permit U.S. small busi-
 Yes
 
ness to participate equitably
 
in the furnishing of goods and
 
services financed?
 

2. 	FAA Sec. 6 04(a). Will all com­
modity procurement financed 
 Yes
 
be from the U.S. except as
 
otherwise determined by the 
President or 
under delegation
 

from him?
 

3. 	FAA Sec. 604(d). If the coo­
pera-tin cu':r 
 discriminates 
 Yes
 
against U.S. 
narine insurance
 
companies, will agreement 
re­
quire that marine insurance
 
be placed in the U.S. 
on com­
modities financed?
 

4. 	FAA Sec. 604(e). If offshore N.A.
 
vrocureient or agrIzuItural
 
cc.modity or product is to be
 
financed, is 
there provision
 
against such procurement when
 
the domestic price of such com­
rodity ii less than parity? 

'. FASec. O8(i). Will U.S.
 
*:vernment excess 
 personal N.A. 
sroperty be utilized wherever
 
practicable in lieu of 
r:.e
 
procurement of 
new 	items?
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A. 

FAA 	Sec. 603.
6. 	 (a) Ccmpliance

with requirement in 
 Section 

901(b) of the Merchant Marine 

Yes
 

Act of 
1936, as amended, that
 
at 
least 50 per centum of the
 
gross tonnage of 
commodities
 
(computud separately for dry

bulk carriers, dry cargo liners,

and 	tankera) financed shall
 
be transported on 
privately
 
owned U.S.-flag commercial
 
vessels to 
the extent thiat
 
such vessels are available
 
at fair and reasonable rates.
 

7. 	FAA Sec. 621. 
 If technical

assistance is finan:cd, will 

such assistance be furnished 

Yes. It is anticipated that only

the U.S. private sector will provide
to the 
fullest extent practicable 
 services under this grant.
as goods and professional and
 

other services from private

enterprise on a contract basis?
 
If the facilities of other
 
Federal agencies will be
 
utilized, are they particular­
ly suitable, not competitive

with private enterprise, and
 
MJ( AVaI& jC UthOut un.due 
interference with domestic
 
programs?
 

8. 	International Air Transport.
 
Fair Ccmetitive Practices
 
Act, 1974
 

1 i 3r trans-ortation of
 
persons 
or property is financed 
 Yes
 on grant basis, will provision

be made that U.S.-flag carriers
 
will be utilized 
to the extent
 
such service is available?
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A. 

9. 	FY 79 App. Act Se,:. 105. Does
 
the contr3ct for procure'ent N.A.
 
contain a provision authoriz­
ing the termination of such
 
contract for the convenience
 
of the United States? 

B. 	Construction
 

1. 	FAA Sec. 601(d). If a capital 
(e.g., construction) prcject, Yes 
are engineering and profession­
al ser-ices if U.;. firms and 
their _ffiliates to be used 
to the maximum extent consistent 
with the national interest? 

2. 	FA%\ Sec. 611(c). If contracts
 
for construction are to be
 
financed, will they be let cn Yes
 
a competitive basis to maximum
 
extent practicable?
 

3. 	FA. Sec. 620(k). If for con­
struction of productive enter- Yes
 
prise, will aggregate value of
 
assistance to be furnished by
 

tnc 	t. . no. exceed $100 million? 

C. 	Other Restrictions
 

1. 	FAA Sec. 122(e). If development
 
loan, is interest rate at least N.A.
 
2% per annum during grace period
 
and at least 3% per annum there­

2. 	FAA Sec. 301(d). If fund is
 
established solely by UT.S. con- N.A.
 
tributions and administered by
 
an international organization, 
does Comptroller General ha'e 
audit rights?
 



C. 

3. FAA Sec. 620(h). Do arrange­
ments preclude promoting or 
assisting the foreign aid 
projects or activities of 
Communist-bloc countries, 
contrary to the best interests 
of the U.S.? 

4. FAA Sec. 636(i). Is financing 
not permitted to be used, 
without waiver, for purchase, 
long-term lease, or exchange 
of motcr vehicle manufactured 
outside the U.S., or guaranty 
of such transaction? 

5. Will arrangements preclude 
use of financing: 

a. FAA Sec. 104(f). To pay 
for performance of abortions 
or to motivate or coerce persons 
to practice abortions, to pay 
for performance of involuntary 
sterilization, or to coerce 
or provide financial incentive 
to any person to undergo steril­
ization' 

b. FAA Sec. 620(g). To com­
pensate owners for expropriated 
nationalized property? 

c. FAA Sec. 660. To finance 
police training or other law 
enfcrzenent assistancc, except 
..or narcotics programs? 

d. FAA Sec. 662. For CIA 
activities? 

E. FY 79 ADp. Act Sec. 104. 
'ro pay pensions, etc., for 
military personnel? 
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Yes
 

Yes
 

N.A.
 

N.A.
 

N.A.
 

N'. A.
 

N.A.
 



BEST AVAILABLE COPY 

Annex 1 (Cont'd) 

Page 13 of 13 

C5 

f. _Y79 App. Act Sec. 
To pay U.N. a3essmer.ts? 

106. 
N.A. 

g. FY 79 App. Act Sec. 107. 
To carry out provisions of 
FAA sections 209(d) and 251(h)? 
(Tran,:fer of FAA funds to multi­
lateral organizations for lend­
ing.) 

N.A. 

h. FY 79 App. Act. Sec. 112. 
To finance the export of nuclear 
equipment, fuel, or technology 
or to train foreign nations in 
nuclear fields? 

i. FY 79 App. Act Sec. 601. 
To be used for publicity on 
propaganda purposes within 
U.S. not authorized by Congress? 

.A. 



ANNEX C
 

DEPARTMENT OF STATE
 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

WASHINGTON 0 C 20523 

14E %CM,";STRATOR 

PROJECT AUTHORIZATION
 

AND REQUEST FOR ALLOTMENT OF FUNDS
 

PART II
 

Name of Country: Arab Republic of Egypt Name of Project: Tele­
communications II
 

Project No: 263-0075
 

Pursu.ant to Part II, Chapter 4, Section 531 of the
 
Foreign Assistance Act of 1961, as amended (Economic Support
 
Fund), I hereby authorize a Grant to the Arab Republic of
 
Egypt ("Cooperating Country") of not to exceed Eighty Million
 
United States Dollars ($80,000,000) to assist in financing
 
the fcreign exchange costs of goods and services required
 
for the Project as described in the following paragraph:
 

The Project will provide for technical assistance
 
for improvement of the present telecommunications system and
 
strengthen the management, operations, planning, training
 
and financial functions of ARETO; and for the procurement
 
and installation of telecommunications and related equipment.
 
Exccpt as provided in paragraph b(l)c below the $80.0 million
 
grant will be regranted to ARETO in the form of equity. The
 
entire &nount of the A.I.D. financing herein authorized for
 
the Project will be obligated when the Project Agreement is
 
executed.
 

I hereby authorize the initaticn of negotiation and
 
execution of the Project Agreement by the officer to whom such
 
authority Las been delegated in accordance with A.I.D. regu­
lations and Delegations of Authority subject to the following
 
terms, together with such other terms and conditions as A.I.D.
 
may deem appropriate:
 

a. Source and Origin of Goods and Services
 

Except as A.I.D. may otherwise agree in writing,
 

goods and services financed by A.I.D. appropriated funding
 
shall have their source and origin in the United States.
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b. 
 Conditions Precedent to Disbursement
 

(1) Initial Disbursement
 

Prior to any disbursement or 
to the issuance

by A.I.D. of documentation pursuant 
to which disbursement will
be made, the Grantee shall, except as 
the parties may agree
otherwise in writing, furnish 
to A.I.D. in 
form and substance
 
satisfactory to A.I.D.:
 

(a) A statement of names and
the title
with specimen signatures of 
the person or persons who will
 
act as the representatives of the Grantee and ARETO.
 

(b) An opinion of the Egyptian Ministry
of Justice or other legal 
counsel satisfactory to A.I.D. that
the grant agreement and the corresponding sub-grant agreement

have been duly authorized and/or ratified by, and executed on
behalf of, 
the Grantee and ARETO and that they constitute

valid and legally binding obligations in accordance with all
 
of their terms.
 

(c) A regrant agreement satisfactory to
A.I.D. for the project between the Grantee and ARETO under
which the Grantee will regrant to ARETO all grant funds,

except, if A.I.D. so agrees, the amount of grant funds re­quired to finance the cost of 
technical assistance to the

Ministry of Communications; and
 

(d) Such other information and documents
 
as A.I.D. may reasonably require.
 

(2) Disbursement for Equipment
 

Prior to any disbursement or to the issuance
by A.I.D. of documentation pursuant to which disbursement will
be made for equipment, the Grantee shall, except 
 as the parties
may otherwise agree in writing, 
furnish to A.I.D. in form and

substance satisfactory to A.I.D. a Procuhent Plan, approved

by the Consultant funded undec A.I.D. Loan 263-K-047 and 
the
Grant, for all procurement planned by ARETO through the End
of calendar year 1983, showing specifications, quantities,

estimated prices and timing of such procurement.
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C. Covenants 

(1) Execution of the Project
 

The Grantee shall:
 

(a) Carry out 
the project with due diligence
and efficiency, and in conformity with 
sound engineering, 
con­struction, financial and 
administrative practices.
 

(b) Cause the project to be carried out in
conformance with all plans, specifications, contracts, schedules,
and other arrangements, and with 
all modifications therein approv­
ed by A.I.D. pursuant to 
this agreement.
 

(c) Submit for k.I.D. approval prior to
mentation, imple­issuance or execution, all plans, specifications, con­struction schedules, bid docume2nts, 
documents concerning solici­tation of proposals relating to eligible items, 
contracts and
all modifications to these documents.
 

(2) 
Funds and other Resources to be Provided
 

The Grantee shall make available on a timely
basis any Egyptian currency and any foreign currency in addition
to the grant, for 
the punctual and effective carrying out of
construction, maintenance, repair and operation of the project.
 

(3) Operation and Maintenance
 

The Grantee shall operate, maintain and 
 e­pair the project in conformity with sound engineering,
and administrative practices and in such 
f'Lnancial
 

manner as 
to insure the
continuing and successful achievement of the purposes of the
 
project.
 

(4) Management
 

The Grantee shall provide qualified and
perienced management for the project and 
ex­

to train such staff as
may be appropriate for 
the maintenance and operation of 
the
 
project.
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(5) Coordination
 

The Grantee and ARETO shall
the need for investigate
the creation and implementation of 
a Utilities
Coordination Board which would coordinate and notify all
agencies of ,any construction efforts 
involving blasting and/
or 
excavation by utility organizations and by private 
con­tractors to minimize interruption of services, damage, repair
costs and inconvenience to 
the public.
 

(6) 
 Continuing Consultation
 

The Grantee shall cooperate fully with A.I,D.
to assure that the purpose of the grant will be 
accomplished.
To 
this end, the Grantee, ARETO and A.I.D. shall from time
time, at the to
request of any party, exchange views through their
representatives with regard 
to the progress of 
the project, the
performance of 
the Grantee and ARETO of its obligations under
the grant agreement, the performance of consultants, contractors
and suppliers engaged on 
the project, and other matters 
relating

to the project.
 

DOUGLAS J. BENNET, JR.
 
ADMINISTRATOR
 

Date (August 14, 1979) 
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C-IRO EXCFANGE £;U:PIN-


Capacity Date o- Tye )f Working 
Excnange Total .n Service EeratonE hange Lrnes 

Heiopolbs.I:B) 2,000 Ist h,.f X Bar 1,974 
year of 
1973 

Dokk. 10,000 6,000 1976 6,142
 

Na ir 10,000 10,000 1977 850
 

Koubba 2,000 2,000 1979 ND-20S
 

1979
'* i"3ba 2,000 2,000 

Mounira Building under const. See Exchange Devel. Plans. Vol. 5. Chapter V:.
 

Tebbin "" " " " " " " "
 

* Current Projects & Plans
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Present Manual Exchanges (over 50 lines)
 

Lover Egypt and the Suez Canal Area 

Province Capacity 

Baheira 3,360 

Dakalnhia 6,h6o 

Gharbiya 1,720 

Ismailia 670 

Kafr el Sheikh 1,970 

Minufiya 2,880 

Qaliub 660 

Shaiqiya 3,520 

21,240 

Upper Egypt
 

Province Capacity 

As suit 3,700 

Beni Suef 1,120 

Fayoum 590 

Giza 1,050 

Minia 2,270 

Qena 1,360 

Souhag 1,230 

480Wadi-el-Gidid 


11,800
 

Red Sea 580
 



Annex G 

CONDITIONS TO BE ADDRESSED BY SIP
 

I. A REVIEW OF THE CONDITION OF ARETO EQUIPMENT, FACILITIES AND 

SERVICES IN THE CAIRO AREA 

This Chapter presents a summary of the network and service 

conditions which must be addressed by the SIP. 

1. THE CONDITION OF EQUIPMENT AND FACILITIES
 

(1) Station Equipment and Wiring
 

Of the 100 station installations inspected, all had wiring
 

which was defective in some way. Telephone sets were obsolete
 

and many were defective. Test desk records were in poor condition
 

and stoterooms were not stocked with suitable types or quality
 

of material.
 

(2) Exchange Cable Facilities
 

Of the 200 feeder cable pairs tested, 47% were defective.
 

Cable pressurization, where used, was not adequate. Of a sample
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of 5' junction cable oairs testec, 48% did no . meet transmission 
an noise !Z.mts. Records shc, a high p, rcen, of defective 

-!c-_Ion oailrs throuchout the Cairo network. '!here is no central 

' :.tiorn record or assignment system. Exchanje distribution 

cables are 4.n poor condition throughout the _-ty. Distribution 

termunals anC cross-connect cabinets art, in poor condition but 

can be restored.
 

(3) Exchange Switching Feuiprent
 

All exchanges in the Cairo area were vis~ted. The
 

environmental conditions for the equipinent were found co be very 

poor. Technical equipment maintenance practices are adequate, 

but performance of routines and assignmenLs of the work force
 

vary widely. There is little evidence of effective -reporting and 
mrnagement control. Requisitioning U. mat'r;ai!s and !upplie, i. 
difficult and unavailable spare parts for rotary exchanges are the 
cause for much equipment being out of service. Adequate tools and 
test equipment were made available with each new exchange but appear
 
to be used very little now. Main distribution frames are poorly 
maintained using inadequate tools and frame materials, especially 
fuses. Battery maintenance varies. Emergency generators are not
 
well maintained and are not installed 
in some exchanaes. Ca l 
failure rates are high in all offices. Some fa- "2res in cro. z' ­

translators disable entire routes.
 

(4) National and international Toll Networks
 

Connection through the local Cairo network is a problem for 
both types of calls. Wor-ina conditions at the Nation I and
 
international exchanc-s are not good, althoughi Less poor at
 
Interna-iona:. C-perator ecuipment is old and in Poor conditior., 
espec ally at the National Exchange. Quality uf trarsmission on 
international circuits varies widely. A plan:,ed new automatic 
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enationa exchange ar.a nEw sS s.d C.rodrds will provide 
a potential for impr, iing service that .Cy ..et 3e f .y ralized 
unt " callz are 
able to move .ree-y o- the 'ocal netwo:. 

()Sul- ector Equipmen-t and F :iliies 

The ten sub-sectors studled 
offered many critical comments
 
about the equIp'nent used 
by ARETO to serve them. Generally, many
 
si&:ar comnla-nts were hcard f.:m 
nearly every s..o-sector. The
 
local d.al network was the 
subject of the most complaints 

including shortages of facilities, various dialing and call
 
completion problems, frequent cable failures and 
others.
 

Lease& lines, it was reported, are often not availao'e where
 
needed. 
Service is unreliable and frequently out for long periods.
 
Up to 90f of the pairs in special cables were 
out of service.
 
The lines provided by ARETO are 
of poor quality and are frequently
 

out of serv~ce; 50% on a given day in 
one case.
 

Sub-seLtors also were c:itical of other special 
services. 

Frequent trcibles and outages on radio co:..rol, facsimile, telex, 
and other special lines were reported. Services are frequently 

unavailable 
-.n the requi-ed locations. Switchboards are old,
 
poorly maintained and spare 
parts are a problem.
 

In all of the categories sub-sectors were critical of ARETO
 
mjintenance and their 
sLow response to service orders and trouble
 

reports.
 

,5) ,.nhol,s and Co.,u.t
 

While cleaning and rep':irs are needed :.n the majority of 
cases, manhces were Zound to be structurally sound. Arranc.-ments 
are required to propeuly racK and support cablies. 
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17,; 3. - ild ,_no s 

2 ld~ngs freCuently appear to be in poor con,iition but are,in fac-,structurally sound. The main problems aLe the need torestore a closed, ar conditioned environment an t: improve theCefral-' level of ,ouseke _. 

(3 Vehicles and Ecuipment
 

Most of ARETC's vehicles are over-ace (50% o'er 18 years)and about 50% are out of service waiting for spar., parts andother repairs. 
 Unr, .'irable vehicles are not prontly disposedof. Much heavy work is performed by hand, for whi:h powerequioment would be safer 
and more efficient.
 

(9) Traffic in 
the Local Networks
 

A special traffic study in Zamalek ,ind a ct,. ,,.w of trifl;data taken elsewhere by ARETO lead to the geneca., conclus-othat: (a) ,the link system of most exchanges has !-en adequatelydesigned, (b) the number of J"--nctions assianed to e iterofLicegroups should generally be adequate for -.. e traffic offered, and(c) registers 
are tremendously overloaded.
 

(10) Tr.ffic in 
the Long Distance Networks
 

The 
trunks between national centers are 
averaging 110%
capacity oriainatinc and 
of 

98% terminatin7.. 
STD groups appearadecuate except for 22iro, 18C% of capacity, and Alexandria,Termninating 110%.calls to Cairo cxchanges are 110% of capacity. Commoncontrol reaisters a-ierac? O0% of capacity, code s,:nders, 97%, 
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Tel-x equipmen.t and facilities are seriously overloaded. 

The reg'i:'ter required for all international calls is operatinz 

t 248% c f :apacity; for national ca-Is tne register is operating 

at 164%. The inte.national trunK grou? averages 216% of capacity. 

:.ficulty in completing telephone calls through the local
 

network is undoubtedly responsible for a large amount of th-is
 

Telex traffic.
 

12) Nc' .'ork Control 

There is little evidence of effective n,:twork control.
 

(13) NeLwcrK Conditions
 

Studies made by the Consultant basically confirmed the 

condition., reported by the sub-sectors and others. The main 

problems are dial tone delay, register overloads, ineffective call 

attempts and junctions out of service. 

2. THE PRESENT QUALITY OF f SCRIBER SERVICES 

(1) Commercial Services
 

The main conclusion of the Consultant's review of commercial 

service is that the systems and procedures used do not give any 

particular consideration to the customer's convenience. Officce 

are poorly organized and maintained; practices and procedures 

are not documented, employee skills are taught on the -oh, 

procedures for handlin; applications and work orders -:e slow 

and cumbersome, manual proced.res are useC to c'.ec.. co.-'.zuter 

billing comput .ic:,s - 'yet no cculd be found- checkmre..;od .o 

oi/ling accuracy and, telephone dizactories are pub ,.:e ev,:. 

four years -- too long a period fc accuracy -- and --he co ". 

added to the customer's i7uil. 
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(2) Traffic Operations
 

The most significant service affecting traffic operations 
problens are operator performance and productivity, and the 
ec.ioment condit.ons in the National and International Exchanges. 

Problems affecting operator performance and productivity
 
include the generally poor working conditions in both exchanges. 
Noise and lightinc are serious defects. The National Exchang[ 
is not air conditioned. Traffic management does not have 
sufficient authority over personnel factors Tnvclved in employee 
motivation, recruitment and training. The use of "delay" wor~ing 
and credit checking affect productivity. No formal measurement 
systems are used for traffic planning and administration.
 

Various improvements are being implemented in the equipment 
arrangements at both exchanges, including the addition of an 
automatic irternational exchange and some switchboard additions 
and repacenents. Delay working, credit chec&ing delays, and 
delays in completing calls through the local dial network will
 
continue to affect service, however. 

(3) Standard Voice Telephone Service
 

Call completion tests made by ARETO in March of 1977 placed 
the cal. completion rate in Cairo at 23.9%. The Consultant's 
observations have.also identified 
a long list of dial service
 
problems ranging 
from slow dial tone to pocr connections and
 
telepDhones completely out service for 
long periods.
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Annex J
 

Compariscn of Existing and Proposed Domestic Rate Structures
 
As of July 1, 1977
 

(Expressed in Current Egyptian Pounds)
 

Existing Proposed
 
Revenue Source 1978 
 1979
 

Telephone Subscriptions
 

A. 	Manual
 
(1) Business 	 l/ 15/21.00 22/32.00
 
(2) Residence 	 i/ 15/21.00 22/32.00
 

B. 	Automatic
 
(I) 	Business
 

- Metropolitan 18.00 28.00
 
- Non-metropolitan 18.O0 
 28.00
 

(2) 	Residence
 
- Metropolitan 18.00 
 20.00
 
- Non-metropolitan 18.00 20.00
 

Installation Charges
 

A. 	Main Line 10.00 20.00
 
B. 	Extension Lines 
 3.00 	 6.00
 

Excess Calls 2/
 

A. 	Residential 1500 /.015 1000 /.015

B. 	Business 300 /.015 0 /.015

C. 	Government 1000 /.015 0 /.015

D. 	Joint Venture 1000 /.015 0 /.015

E. 	Public Service 300 /.010 0 /.015
 

1/ 	Manual rates vary depending upon available calling hours (the
 
hours an operator is on duty). CTC estimates that the rate range

of LE 22.00 to LE 32.00 in 1979 will translate into an annual
 
average subscription charge of LE 28.00.
 

2/ 	The number above the diagonal line indicates the number of free
 
telephone calls per year. The number below the diagonal line
 
indicates the charge per call in excess of the allowable number
 
of free calls.
 

http:22/32.00
http:15/21.00
http:22/32.00
http:15/21.00
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Existing 	 Proposed
 

1978 	 1979Revenue Source 

Toll C&Ils 3/
 

A. to 25 km 	 .015 /.015 .030 /.030 

:2. 	 Krom 26 to 50 km .030 /.015 .050 /.030 
.045 /.030 .100 /.050

.Fom 51 to 75 km 

From 76 to i0 km .075 /.045 .100 /050
 

E. From 101 to 125 km 	 .100 /.060 .150 /.100
 

F. 	From 126 to 150 km .120 /.075 .150 /.100
 

'rom 175 km .l1O /,090 .200 /.150
151 	to 

i. 	From 176 to 200 km .160 /.i00 .200 /.150
 

.180 /.110 .250 /.200
-rom 201 	to 250 k-m 


j. From 251 to 300 km 	 .200 /.120 .250 /.200
 
K. F'rom 301 to 500 km 	 .250 /.150 .350 /.300
 

.350 /.250 .350 /.300
L. More 	than 500 km 


.02
.02
'rvice Stations 

!Liscellaneous 4/
 

A. 	General­
-
-
B. 	Special Equipment 


Domestic 	Telegraph
 

.02
.02
A. 	General 

-/ 	 -B. 	I'Lscellaneous 


Domestic 	Telex
 

600.00
600.00
A. 	Subscription Fee 

.01 
 .02


B. 	Usage Charge 


The 	figure above the diagonal line indicates the daytime 
charge,


3/ 

while the number below indicates the nighttime charge. All are
 

expressed in piastres per time unit.
 

4/ 	Too many items included in this category to justify a breakdown
 

and rate. Examples are warehouses, security devices, telephone
 

directories, service fees, etc. No significant increase in
 

these charges is proposed by ARETO.
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STATEMENTS OF FINANCIAL POSITION AS OF DECEMBER 31,1976-1980 Annex K
 

ASSETS
 

FIXED ASSETS
 

Plant in Service 


Construction in Process 


Miscellaneous 


Total 


Less: Acc. Depreciation 


Net Fixed Assets 


CURRENT ASSETS 


Total Assets 


LIABILITIES AND EQUITY
 

LIABILITIES
 

Current Liabilities 


Long Term Debt 


Total Debt 


EQUITY 


Total Liabilities

and Equity 


1976 * 
ACTUAL 

102,892 


60,538 


_ _6,000 

163,430 


42,922 


120,508 


58,977 


179,485 


32,509 


114,009 


186,516 


32,967 


179,485 


(LE 000's)
 

1977 * 
ACTUAL 


108,653 


107,703 


216,356 


46,798 


169,558 


66,105 


235,663 


31,051 


170,976 


202,027 


33,636 


235,663 


1978 

PROJECTED 


127,812 


93,785 


227,597 


60,804 


166,793 


48,215 


215,008 


33,252 


128,004 


161,256 


53,752 


215,008 


1979 

PROJECTED 


185,271 


73,216 


63,619 


322,106 


67,141 


254,965 


39,207 


294,712 


28,005 


182,971 


210,976 


83,196 


294.172 


PROJECTED
 

283,984
 

222,965
 

110,787
 

617,736
 

544,024
 

48,877
 

592,901
 

24,439
 

390,591
 

415,030
 

177,871
 

592,901
 

73.712 



NING DEC.STAEPENJT_OOPERATIIG rr.'SULTS FOR THE YLARS EN t 31, 1976-1980 Annex L 

OPERATIN1 REVENUES 

Domestic 


International 


Less: Pricr Period Adj. 


TOTAL 


rlPERATING EXPErISES 

Operatioi+s & Maintenance 

Deprec itien 

lraffic 

General Office 

Cor .nercial 

Training 

Other 

TOTAL 


Operating Incomre 


Miscellaneous Income 


Inter'est Deduc- ion 

Jet Ircome 

1976 

ACTUAL 


20,974 


11,180 


2,151 


30,003 


() 


4,800 


(1) 


(1) 


(1) 


(1) 


(1) 


23,253 


6,750 


1,533 


2,542 


5,741 


1977 

ACTUAL 


22,093 


15,366 


837
 

36,622 


(1) 


5,214 


(1) 


(1) 


(1) 


(1) 


(1) 


26,65/ 


9,964 


824 


3,464 


7,325 


1978 

PROJECIED 


23,539 


27,833 


51,372 


9,860 


5,?69 


7,693 


4,129 


1,239 


300 


2,22z 


31,417 


19,955 


521 


4,523 


15,953 


1979 
 1980
 
PROJECTED 
 PROJECTEI
 

33,253 
 41,021
 

38,565 
 51,52Z
 

71,818 
 9Z,543
 

13,845 
 15,145
 

8,041 
 11,652
 

10,742 
 10,815
 

5,539 
 b,653
 

1,446 
 1,668
 

500 
 750
 

3,207 
 3,503
 

43,320 
 50,186
 

28,498 
 42,357
 

289 
 200
 

7,553 
 13,350
 

21,234 
 29,207
 

(1) The existing ARETO accounting system does not classify exp.nses b- the categories used In forecasting,
 
with Lie - Yception of depreciation expenses. 
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ANNEX N
 

,* ,:" ' '".,,,. 5T.- .:.. T Kr iNTE *'" IC' 

CERTIFICATION PURSUANT TO
 
SECTION 611(e) OF THE
 

FOREIGN ASSISTANCE ACT OF 1961, AS AMIENDED
 

I, Donald S. Brown, the Principal Officer for the Agency for
 
International Development in Egypt, having taken into account,
 
among other things, the maintenance and utilization of projects

in Egypt previously financed or assisted by the United States
 
and technical assistance and training planned under this project,

do hereby certify that in'my judgment Egypt has both the financial
 
capability and human resources capability effectively to maintain
 
and utilize the capital assistance to be provided for the rehabi­
litation and modernization of the Arab Republic of Egypt Telecom­
munication Organization (ARETO).
 

/ 

Donald S. Brown
 
Director
 

/ 

Date
 

BEST AVAILABLE Copy 
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-AV ISOR SERV ICES 

TO , 

THE ARAB REPUBLIC~OF EGYP St A AaE'dC~o 

TEL.ECOMICAT-IONS-ORG'ANI-ZATflON--

AND INSTRUCTIONS FOR~ 

PREPARATION AND SUBMTTAL OF 

TECHNICAL PROPOSALS 

Te Arab Republic of Egypt Telecom-nunications Organiz'tiot'i 
 (ARE0),i5 

h technicalI proposals fro" rqd~f~ U:.cou tn
tereby requesting 


fsdprovide p.esinal managerialantehil 
 rvesrlativi 
to moenia ionOd expansion of Egypt's tlC11u'lcations Sys tems, 
Said services o'iriq as described below,
 

GENERAL 
I-

Prs t 'IcoOniuni catiOtis eqipetadoperations are inadequate 
1 31dtequaiity -fsrieispordetIakf uicn capital~~k 

Irv~sr~t ~c i'- number of- years. Now,, With an incr asein conom-c 

iyi
t Y; i 1 Co un E t he r is 

­

ariurge nrt'n~eedof sertvice 
 i e Iorve er re n C te im' ve oen 
pandf~erices1 ; "w~[Ci 9in acte iCa to a~~Ii egt~ ft I eco 

I C e:- r~n~ s o t ai iot 
~~~~~~f~~~~~ ~ ~~ ­+i d c 1t e ot 0'd~ l c 

'~I~tC' ~ EU t~~0 



BESTVI CO 

T~ec(bn~ ton$c i r~hnk ~eiope ir Q i: W r vtud 
-U k,, T,, I 

Ts1b,'wmc en t15AR O rii Setr pi'kFer I ari QdfI4 i 

availablIe to oach qual ified orqani zation ol, joint vimI~ie.P P(i of" to 1)e.W' 
t ime~or U?~ p it,tpropu,,a cfln rnL t.>rf. n 

'K'~ liTe Prov is i:c, f improved service and 4varoU imroeust ifWtiS1ARE10 4 

'i 1f ittutinlI6 I I urn 17 ad .t191 are corisidPre( 

ira)portint i.ret (-yjissites fo~r the iviplementa tioll of the~ as tuiPiiW 

SY te nexiin ii!o e rr iz ti nprojecK t inirleI i,.uItead OU~fliq !Iij 

0~:110Prcx . s50Yacontr ibutei s erV CP, i 1wID (n t ,'dfd prov' i-fIc, i 

s 0:~cfF.e urgent iI ,w e rvi ce r s dd itiHrequ rvi '!n fri re ou'I 
i crvide, AF,' ~'~ne t ra i nii~with i an' ;po rieip.Thsob. Caitia I;. 

valIUQ.
 

4t~ 44f4 i-I pu r, , !'- ISuI urt on 

4441;I~ c, w,4nt4t4 ri ( Y ( T o C 

c4 on cps- -. I 4 )e U 0 
4 4 4 .

44 4' * 4DC,3 7 i ri CI 

444~ ~~ ~4 Se444r4 V m r o4,)4444 ~ ;2I 44v44 

w,~4.4(44444 S41.}44 U44w 
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by rovi'r~ - nby...,.',ors 
and come replacement equipment. 
 ARETO will be

rtUSponsible 'or '"Pleenting this 
labor intensive activity and ARETO
 

personrel;ill Prcform tie actual work on 
improving the present
 

telecormunicatiors 
system.
 

'Jtne, co:ponntn of 
 this project will provide financinng for:­

a' 
 reolace, ert oF an old, obsolete 20,000 lines rotary exchnge in
 
Zamalek (in Cairo) with an elecLronic exchange, which will 
svrye .is
 

a model exchange'.
 

b) PABX at the 
Cairo Airport and microwave links and PABX's to
 

improve comhiunications to other important centers.
 

c) mobile exchanges, which will 
permit the ,,li-ination of 
a n:umber of
 
old, rotary echanges systems with newer types of exchange systes.s;* 

and
 

d) various telecommunications replacement equipment.
 

C. ]bqctiv of Services
 

The objeccive of the managerial and technical services is to provide
 
support and assisance to 
ARETO in the following areas:
 

n) 
!n the desiqr, and implementation of modern management systems and
 
related operating methods, procedures and training aimed at strengthening
 

it instituclonal 
capabilities and 
ao thatof TRC.
 

See ,Anendrent Noc. 
 K
 



~ ~'k 

-,~~~~~~ c i~~v abi qt sp f-~'c6Yt~to e!md tc:'~1e tai'+ '~~i..b ' 

Code ava ilabtiI L to A.R. E.T ;. f0or the pwur l'o se oi J n 
a v a'ndd i s tance4 on a br~~ roada nge o0 ma t t 6r'rIt i 

COMM!~uIicd L1011~', 'eve 1opmnen t i n' t hf' -ARE.2 

2 2 - The C'is o'Ii~t ri t 's P~r f6oranc 

The C'nst I...ai2 t shall work i Llose Ll0 1UlI ta t 'i -w t hW~T r(m' . 

Iow everP r ruol rLsni bi I i ty f o I pr' fi&u'Iln I " 

~e expec ted t~ -,ix i i ze the par 1 ti) f ARErO( 
V re i.Lod to h"s sco1)e *ortivit ies 

H.SCOPE OF SERVlICES -2 
'22 

~~~~~~~~~TheCi~lsul I, nt es scope o f SIj v c s h ri I~u'd&,p-; 2.2t' 1o : t e I:I iL 
242 - ,, - to ,- prov i d i nn e~.rv ices2 support 2Jj'ld adS S tj ricfe to ARC 10 ) th pr riormarce, 

of he tdtasks aescribed beow I s-tcpae tat-; , el , i 
n' ca 5be comPIe te i -aithin a two0~r't~ 

::e*pr J-2i 2".222-r nce shcli 2' . ruf 2ot 121 y i 
'' 22 

"'2'"2 2'222 2''', 2 k 2 2-k 2 2 



Page 8 of 41
 

A. ".'anqe~.ent, O-,-aOrrTtcrainiprm
Oes and Trall_Proiraii
 

K The restr,,cturrgj of ARETO's 
internal orgaoidtion according 
to
 
the quidelines contained 
in the sector study. SPecifically,
 
assistac, ,;hall be provided in the develop,,mnt of 
text, tablo.,
 
ana chdri. J'scribing the 
proposed OrjdaniZd0t Uij! Structure o! major
 
divisio 
 . dep3rtments, 
and offices; identification of specific
 
functions and responsibilities of these units; development of staffing
 
plans for selected units; 
and the preparation of 
a projected
 
schedule for 
the implementation of proposed chanj,]s. 
 The establishment
 
of supervisory and control 
systems 
to 
evaluate the progress ard
 
efficiency of the different divisions. 
 (Ref. Vol. 
6, Chap. I).
 

2. 
 The establishment of planning and project control 
systems 
to support
 
the im:plaenentation of the proposed master plan. 
 The Contractor
 
shall assist ARETO management in establishing 
a central planning
 
office anJ project control group; 
in designing and developing planning 
anu
 
control procedures and practices; 
and in performing selected planning/
 
engineriq lunctions, 
 Consideration shall 
be niven to noth inwual 
and conlwjrer assisted planninq and control 
techniques.(Ref, Vol.6, Chap.11).
 

3. The strenntheninq of financial 
nanagement systems 
including re­
organizario, of 
t'e accounting and financial 
functions; 
design and
 
deve'rw. ,.tan 
improved accunti~n 
 system; establishment Or 
a
 
bud 
 t: ce 
and budgetary practices and ar'cecu-res. developinl..t
of an ;"!roi-, 
cash management capability; uofJo:ding o time e; .istinig 
internal 
 a ahiltity;
:.d and improvement of 
t'e cur,'n, 
 fi ,,ncial
 
repar:41
:': 
 t or. Considerution shall be qI', no
,,,ren 
 then . 



BSA, 2ZOY 
~~~~~~ -o ,ci l'~ci]ct 


'~p 

~ nddci-onnC *copoiAd 

of t coie~i O'l~ v~ uim J1-6'thoe' Loe'{e I f f'a a dc. 

of1c'i roii1ment service contract ru les inid eg nr& I 

cuSt aiu I ifngj cus tonier p)dymen L~,. a di Ir'wry dovye Iopilm'( nt ­
Coni:c-r~Lio shal11 e qi ver t i or;t& mo ft~ zf t,mr, ~ 

roc2ureand tilcining. Ney prou.,iure~s haIbcv'rlL.I1 

a :1;odel 'bchange area to bo se&&(: Lrd,. (Ref. . .CnVii <)j~ 

Vol . 8; np. I I) 

S.Th e t re. igthen ing nf purchas ing and i nV CIn tOry Il. N .:T]~Ut-t. C i lila 11 

inrc I d i: reorgan izj tjion oI the p)ur chas 1i and s tore,, rurict i'01 

devel cIi"r~viit of a coord ina tud purchas iny/inventnry, 5-60ck ideriif L tion 

es tabl ishment :anr' [HC b.ed 

and p e 

r}SyS tL'I'i; of Iirucure,.-H'W Juw.-idt.or-y, contco rw 

i-Idures eaniina t ion of the eta si bjil i ty or-.- ta b] Sh I 

autu I dI dd i iven tory, repor c i nq 4Sys ?qil;1; 111[)1 epnen1ft 4. 1C)oflof 8ar, C,0 

S r-dei'ing lanti ty or other sys tern capaibl ,of, r i'j'c i(,, pr ocur nIe iV 

cost,, 2r1d exarmndtion of I!i ti Incyj 1rYe I1t0o.,y: Sr' r C f'gAdc 1 riesd, 

;~5S-Vde,e I.)LX:l *r Of 'a ccmri ehienv ive&fac i 1ii es uJL i1 iulIi n __-pc 
0:" P; I: CI~'C a o) 

V~~~~~~~~~~~~~ or' t--.V' 'sy tuia L. .V pjj .. , -- .5'1 4 . 

1 6 C I 

http:haIbcv'rlL.I1


6. 4 1chn de'tion e SI)f 1 be ~i onot~~i~fle 

~~~.~7cc i~Urctons 4 Re'searccte n o~ cte (TRC) in th!" valua On o a " 
tech,, i c' 1: products and- serv' ces and in6 an uin-qoirig4,Pro~n oAt 

i threv1~ 4f ec'ar8'ip ii'' f1~~ 0 ~,e r Y/~ece~~/ toc~ ro o;es 

Tne provision of technical and managemnt-rlatd.,raiin 
1:0?4 

+ARETO 
 personnel. It isexpected thiia 
'technical training wil I bL' 

provldpd to a core of ARETO training specialists in are as relatedto4:5ervice improvement. 
 These areis include, but are notre 
.sariy
I imite'd to, station installation and mainternnc; workshop repa i r'- 4 

to equpr"ient; central office maintenance; outride plant Piaintenaicc, 
-

too Is cind test equipment; equipruient, enginieering, 
and custxe,4: 

sicsrecords; 4 
commercial prcie;adbidng4iinein,-

It is t :.pec ted that managmn 
training' will be provie to 


4:ecu
 

4ARETO 
personnel in middle' an p e management 

poiin 

nsc 

mamager;ent related areas as maaee' 
y dPractice, 

p robtfln; 

sol v in w; id decision-inak irig , nd s jp)QrVis~o ry concepts airnc prc tij 6'i 

t~~~~~4t ra ine ingfic 4 :s houlId alIs o b e prov ided i n those an ene -c 

4areas 
involvbiq 4 

the design, deeopet 
and in'plentr, ffla' io of: 

4w4m~n qewue,! Sys t erng and 4praEctices~ (Re f. 4'o 6,Cha. 1) 4::44 :44,4 4444444: 

44,, 4r~ 4:~ ~ ~ .r ~ ~i r of a4l4o ~ ~ i afaP ' do 4:44 4 44444. 
0.4f".44444~:4 J i f c fi), t a e y c m SI 

4 
444 444C4i :4 ~r 4 

4,iwi 
-q 1474444:4a 

c 
444e 
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-..
pIo- i Li an schedule.,.ith... ni.at to.r 


, csYstem environmient., rT he systems dey~lo ed or "C~ Idc r 

toteogn atio abiIity to
c{67tij)()

(Isss f tARETO ijn ~t I''~a 6fi ~~~~~1 roC .O hf I~r+ °Q" i 1 


af d &]i 'Ii zat ion i'(Re f. VolI . 6 ij I Ic p 

The, Provision of a suitabloperting f 

telecoirin ica tions swi tching and LrdnSmiss ion Cqu i priitit Th'i s 
prograw will involve repa'the 1 ir, mod ification rehab i Iitat o or 

rt,3'.) oF air-condit ion ug equ nent iii a1 1 d1U ex'chdm;
h ! 
bu 11 di n-,j; and othe r steps 7 necessary ito0 enIl) !IL ptt-lbCe j&r

......[L


of ture humidity and C vanI iec'i 
'S 0 r PrIirt 1 
I ::L un t nu iniig nia in tel Ice prug raws , I hd WI UI fa Cors 

as o)rqoi; .:atiori procedur'es, ti inn-ii: 9 h' ava 1 jb i Ii I 
Of ni7c.S ,ry tools, materijh, and spare Vo I 

2.ts ni the overa I I A~min i tra t ' ::dV , i2 aldi j t '~uC 

Pc irf 'u'i!1m ni: of Ca i rowt local ' quxcb.'i Macn.SfI) 

Del S01,115oni. presI'are '['Iy 0111 ed It)tie ,qen ra 1 ~raI1"o':> j
2 ro I SE Cl1"N rb a- ;eq ui pie n -rth t,A
 

I' '. jthr'r~uqU fl r'
"'g7, 


<>l 

-'-­

0 



aeMoI 

~'7) 

tas k-Js Intended tcop ~o gdne y theoi~ 
turer nc es: 

) rosonoaro mumi size,-man eriarce work force in each
 

exchange; ~; 2 :Y:yIfj A
 

bS 't(, o improvYe the a YiIa biT t of spare .par S i~d
 

test: equipment;.~~'
 

c)!~irove te maintenianric of bat~re n oip1i 

recording equipment;
 

'e4 Reconditioning of miain distributing frames-, 

f) 'Stepi to reduce pem~anent signalIs a'nd.jmprov" register availability 

in both rotary and cross' bar exchanges;~ 

g) Corr-t-ctiri, of the strapping of~markers aria imcoi rg reg istc r , 
1tjopcivide the desired tra'nslation functions; ' 

h) Oevelopmnt:and npl~fnontation 6f al ternatL rneons of providing 

:uhb,;ciber trunk dialincj in r'otary exch3gtea­

.1)Osvelopment, and appi ica'tion of meaus t~o rdc ta 

cauI.sLd by a~ineffective calling attempts; and
 

*kT)io (eoordination of all, of'thep VeJac v t es, inc'luig 
 -

thi, -,o~rk -. ng' do'ne bywn acueso'rshe,-. in rde ~44~Jrr tc, 

'J'<
 

Qu
 



-4n 

'10P3 

3. 	 !rr I mnt o o easure6'~ toa 1) 1o.0 p6rIs o f t, a a~ 

Sto! cvnter andto 1,o servic onu terili~t 1onjl ca'imrove bii to, 

"Th is work has th bjelctive of'2imrvn p it efcfi. 

ir.d acc,j ,acy in both, the ni~ti ona 1'Yrd i ntorrla t ona~I~C 111" 
a ri of te' 10!oiId spje d ofconriect(;imrovng tans! 

ntrtional calIs. (RefVl . Clp 

t 	 ihMont and th' tit~6,: LJ4. 	The i r of a central o?.qafi I't ion 

re~ocd-, anid procedures to inmprove the rnaintenrice arid u t i Ii ti ol 

0f Git-0jwnCtion facili ties; anid the imip~c-inetatioi, of a pr ogr--m, 

t e y, tus t and repa ir j unct ion cable f aci Ii'ti s aInd associatedj~ 

equ i m,,iit; Records and procedure's shall 1)br. dev Lsed i n such ai 
matmr a tofacilitate the possible6e ee Ito lehr~e 

t e.t&it:tl md ass ignment rowu ties. This taskI, tliould Ycri!Ipl ceed, 
'2 '.t * iL i. w!1 iest possible dodtc. R 	 ~ I -If. VolI~ 

5. 	The imp~tnn ta tion of ptq1rains and th a6i; on~~6;i rii'A'so 

or repl6Cement, as required. 0o'emhiig~e outsido~pwt.C0orwJder,, t ih 

shalibe ie to, the introduc t i0o cf rew. t ec h r io o II hut0bd .a 
procedjres. A mode1 echange, such as Za 2'' k, W 

its t 	2priority.,q'i 	 for improyvement adfor th - aininoAEi 

e2 L.22 i A "'ar h'I 1,Ie estaltl ish'ed a d'otrk in ti e L
-h )eL'!(-IM11 	 1 and wor tidentop 

t. -"e 'l 0 S u 
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7. .:' er.,.n "ion of a progrffli to improve subccr bei, equipment and 
insta iltio,s for 
users 
of subscrihar 
.ol11 diuling and inter­
naliona telephone service. 
 This program shul 
 include organization, 
triininq, tools, p)ractices 
and new material 11cessary to cary 
out wur in a selected e.Ac inge area, such j'. Zama Ic,., during
 

the contrict tiie frame. LCunsideration shall be given to sub­
sequently extending the program to dll Cairo telephone user,,. 

(Ref. Vof. 5, Chap. 111). 

8. 'Soals ond objectives shall be proposed for service 
inproveinL.nt
 

programs, together with mtthods for the medsuaement of the actual 
irlprovew.nt achieved during the contract period. 
Proposals shoJld 
iric'ude statemenk3 of the degree to which and under what 

codit os the contractor, would be prepared to guarantee the 

remjlts uf each service improvement task. 

C. 
System Epansion and Moderniaition Programs
 

The folowing program for expansion and inodert'izati on of ARETO
 
network ; 
 .,vd services is to 
 t)e undertaken, under contracts with
 

others, 
to the extent 
that ARETO and AID-provided funds 
are available.
 

The Consultant will 
be required 
to provide assistance to ARETO
 
in te r Kjr i t
i zation and scor)ing of these projects; in 
the pre)artion
 

of deair& s:ecifications anf,] tender ciocuments; in the cfevaluation 

"eders" i1' tho supervision of implementaion; ino ,!i tes;ting ir,,pe, tic' 
.3nd acc2, :e of COmIDleted intallatiors. 

http:irlprovew.nt
http:inproveinL.nt


---

--- 

eTh 	 e'p'JCLS ipsertn prograrrned f0 1i el Ioll 06r 

I4Exchdnge cab, e Sopohs.st-ems Ta sk,B 5) 

2. 	 0 e o poeecag,,junction cdrrieriasi U 

~>-to ex.tend: the availabiIity of 
subscriber CofI AlJia iig oC 'tu6iiom 

in rotary exchang areas ullf 11 the 'rutl'Yuq epcedaU( 'iderLt 

(Sop Task B-2) 

3. Rep laceen of a rural exhag in a sI ce are iit modern, 

auto113 1:c swi tchingequ i pmen t., and upyradiny of 	 outside. s req ui red 

(Reef. V,,!. 4 chap5. 
I I; Vol. 5,Chap. XI)4 

4. 	EPA"IXSYS tellis for s l1cied ma ororgovernillt, telehnusr 

s,..'h as- the Cairo Airport Authority. 

(. ol. 3, Chap. V; Vol. !,Chap. VII) 

5MicrOWLve radio links to provide improved ,ervfce to major,­
hin-ri cus
 

,csomers.
hinp 
ity 	

(Ref. Vol. 3,4 Chap. V; Vol. 5, Chap.VI I 
- 6. Reilacewent of the rotary exchang;qirin 	 ad~~rnn eara~ 


Vol
se, cted IocatibnsY -(Ref. Vo. 49" Chap.; IlIlI 5,$ ChapsVI& V II 

0Procrrw:i :i'Amrentat ion -Tasks .­

'A 	 l:-, ~ :'~ing MRETO implIeiric l the' var i'60 s n;3riveenrKipo~ t~ 

Lc , ::,I rr:,"',r-,3mst as des,..'ediJ~ 1(1.,, a~ 4 

a, ea~c~ )ro t~a a 	 th) 

S-, 	 e- 4 , ' x 44-A , 4 



urc er t.eeARE teeI - -OMM ctj of ,'9 to)0ry tu j I 
tant,sproposa c li extint contra.. af Cta 11 

cotd I mp'I Fitnta ti,~fi r ro Cr(;I I
 
d JLe1 schrelimi ~ary pIanniiqatdto prov id o 
 i eIis v 

r f . h Consul tat, inConcer t i ' ORT,-hatIIrev i e,.ea 1e r 
n'' ir6 ving ando aiiend in169 eeients a e( 

pre peILi a evised pr6gram planni ng 'report 'consisti rig of thK 

c,III- P~r C') e~~ 
a) 
 r~etes . Thi s lection sha IItoU.~ df initive 

recoinid tio, eIai et h prograt's/1ppIojlec s to be 
i~; iIpr!!en 

. 

(!1lo Ienc.I nd feature," re O-'CQ iL(~ rl~f
v'~~d: outcomes ano reu I L', de" i('ri pdr.-'met~,,, fac i~I iid~'4~ 

o1'iI Ie~ t- e4 ui remnt an'i6' 1project, layouts. 

Sce'dl:Th isPla an sect ion sh.i IIl rsent 7 
'C-), P,f eru'1'fi chedule 


tt1,thod (CPM) ana ly ssof I I~ 


t,1L i oil~p aIII 1base~d on 'a Cici tical 
a!r~dtivr~dpu 

tr in n, , lid-4. I

.13,1Ag tajn trae 1g nfcl
er ng ,i- p o u e elt c n i ' Id 

e i n o 144iiT . 4 -IlI r 

i'i is C .M sc',edule sha Il be l-Hmd1lira i 13d On, a cu -rent- as 4444444 

0 44 

4~ ~ ~~SM ft, 

44o~4.04 o4%~ 

http:44o~4.04
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e o ers she'vi ui a u 

ed~ qo te s 1 rcri, V ti S 

a,., and C'snC 


'S 'Tho C, n tt 


a ad etiII 

j shalml lI ie t fl j jOtis 1ati y t.1 

'2!~e c- j 

Thrm fHrt* shal mrae all firoeria~ti pei if c o 

Of C~ir'For t comp.ilur-i tio s h ni cdIach ti jil0 ~ T
QqUi !t isLt'shl howq doa!, i- t.$ li ndl ojl
 

C*1 I 4:- teri 
 ma C is 4c~otand Snsh~altuIt in/dto 1e 

qu~~~~~~~ 0j11nd .i I:qu11 tado vIterteIuljrCeaC' i 



81S 

~~cop 
~.S 1~8I~a~tors ~ 1e s~ Sec~fc o 

LEpI& riIL 
AJLB 

o rc~~ eJraFC t-b~gTA Cop 

j; dcOUtAct ().Snj pitotec0l 
......
C. f .

nufacurer
 
ma anF st) 1iers 1 ,c1 

spare pars 'Poiin ~P r'ocuremen 'docuntsj 5formajor equipmc.fi t~y 
ci fdc 1i t ie shal I require -the suppli to (!FLj4; c44 
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Rco ~end necess y '.actiolls, t Qms~L,~r-o; C 

v1dcCs Withall cofitract, pi o, is j ). 

~ aJ~ssst-R&Q~toestabhiinpi en on prop 

!-Vrccdures for documienting a1 ( C1cotrolli [ j the e ei t~ 

s torag and issuance-of a1I1 ''qup:onie I;1ddend-j~~ 

VAss ist ARETO in processing any c Ia1'11S aYd ls L'.,!ipplIJ-rsW i 

iiay arise. Any Cos ts in connection with the prxesngc 

Sur.'h claims will be for the accounit of ARETJ. 

4. C'Orstru,cti(,)n/Erection 

a1 Pcocurement of Cons truct'Ercect Services 

Nre Consultant sial I)prepa rt com'pl1e te i F1 d0(Um;L. II~ ""pIib 

tlIconstruc io01 nrd erec t i on serv i c. u ~n - i irt~ 

evi-ja t ion of the bids rece ived .Th Th rcreatorcrm'tto 

construction and erection services sha I bin cccortian( t . 
1Uh aopropriate sections ojf AID ujidi.,nks 11 Cc,:1ntry Y 

Cc'-;'. rac tiny - when AID fnlld" drei ''S ut i 

;n ;iccordarice with AIPETO's r'' 'ce(dt'jr-n~;i en v;r to~ ArOru 
',, he ut ili zed.' Relativti: L~j tnfm pIf-U 1,r.,vnt o 

j,~': t i on o'r e!,r on sc.r v i~~Jvjon,,j 1 I 
,i~ d*' c­
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v1 (Mo'-ll n Idft wi4 tri s, i'ng A'h o 0, 

44 ' d tP~wi. t C'l 

:~~'fr4:,: 4 ~ The Col. I ta'nt: s?1;a IlI~ f. 74; ~444 

44 AcCt as A RETO ' re r44*at v p4ov I w 

andoIin detai led'ii"~ ti o'Jcr, he f)II I' f L0~c 
co rcjn/rcir work toel, lrqu 

4CQordinate site activities of coI , rup 
t*rjI, rQT5r to obta in prpo)Lr sequCwICLe of wor anid 1,!a iqtet I, 
(if 'i;,:ruvpd project work schedule, 

:*IairI it)n current al I Vkwk p1 ans , CP aria 1I c'dlo 
I iuci a1 sceduI es . repare monthly -iru1II (";r I'pfer0 t.C .-- U 

~i~j& repavts as req*,ire~d by' ARETO awU D,1. 

alonr. or n Su 
 tersu
 

*ln i ad deter at iou c, uis I (.1 r 
4 

tirs4 reozrjr S 
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P u:Ir. Or review and ollrnv , ,lI 1 d d,".(111 r~ iiiip' inr 

rev '.lun, ard issue work ch,,,, 
or ex tra .,rj, k ordt.r, ,.i,ma 1 

be required.
 

Amsu ARETO 
in obtaining appIropriate agI'ements with others 

re , ',e to the pr'ovji ion of ruLt ities ard 
iNfru-.tror:uc ,i .
 
Monitor and advise ARETO on 
the prorj iuss of sinch orpsit.¢ or 

off.,nte work by other,.
 

Review claims and 
remmiend action to 
ARETO reo1tive 
to co'.t 
r.:'Juursables and 
contrct 
ns,':lations, 
it uny. 
 Aq;. t ARLTu
 
as ,'.,nert witness in aniy 1itildt ion arsirq frun,C ,is r,ct or
 

o ,nhe project.
 

-Upr; project compIpletio ., furn A, ARETO wi Li onu ruprodu, ib l 
%n, id seven print setsW f ",",-bui It" draw ings. 

-IN., ct and test all 
vohanic,
1 and eluctrica] equ preen?,
 

l.uqV. r with 
related nintrolI and instruentatiun, for pruper
 
is'llation and oeration. Perform or witress performn;ce
 

.. ,';i nq of Such equ ilpp, nt andl prepare recc.r:ernd:t i ons/c.rt ifi ca tes
 
*ct'
c;)taice. 

Advise and assist ARETO estai 
ish and implement pruper procedures 
f ,r ,ocuenti ng and control 1 ,rig receipt, s Curage and is'.uaec,-,
 
of & ,qui ou'ent and '".terial., Lo h 
 furn .ued by /PETO 

CO :rac to rs. 

- A ;. t RE,0 in verforirr0 fii',t ins 
 :ti, / Listirvq of tLne 

1 .t .,; and. in detr.,' ininq lira accept. il, .yof Lt. work.
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AI I~Jreport~isiha IIbe Pre3rdi nEng I i 
xeUrcor ts seriia1nin5i r(Eorts and h1dr fj5jjrpot 

bep sUbSitted to ARETO in015 )P RFT 
'.-'f-I -t - j es A, 11, feoio l r c o n 

afpropriate AID offices.i 

2. PI-ogrcoss Reports: The Consultant sha'l I s't J "ft~huIy jirogt'~
"4 0 to+ US ID n: l te~r than the 20th of eh folI i niwj or th 
The rror s report shall conta in i nfor'ma tic,,'i or) aC ivi 1:,i 

thefild arid i~h oeoffice and shall 
list the rame. 
of all1 project Personn,,.1 omfployed on the pIujec~t uigto 
woi'i anid the furc ti ons performed by them'u The' report 5h- 1 
I cted the degree of* progrecss during thi? month to- lard 

. ~hev a ig the proj ec &t( q ds a nd shal'I po it)t ou t any difFi u -S~ 
PaMd impediments to such tichieveuiren't TheCnu tans hlI 

riocowrmn,, where6 
' 

dappopt,i cite,~r,,pedies to overcorne Suich 
di ff'icul ties. 

' 

Thie- rep1)ovia-'l1 11ccn ta in i i I tonre
A!)lp 

-

and ourt--'-,Ii-1ria0 te sw c kpIay progI ss of ea f)'' 
dir-ir.9 the' report perid. '*­

r04r:~e e rto ,,(p Jtin o en e n o lw
1i t rac t n-P 

g. f 4'rrr ( nw sC 
IC' 

ch d 
4- 444- a,,s 
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'SW I of 'equipjnn t dr ''i va I ),o r d 

- pon ote fun yS iIt CC1ve eefi _fnua 
oure~s ~dr, nq report per'-5dJ>i,,d dijfuaIye K 

a ccuiju IV F-, { 

Reports *The OfImiilIDl
'eyu l~'or ionthly ret A/and l'-
iepurts wil ~I-p. lace t,(Six itjze 

0of the Project for the sxmonths 1pc2riod.-'S'uces~ei 4ll1a 
report, w ill be curnuatj iven nature. 

ie Coutant.' s emi - annual report shalIl in~clude buft b 

limited to the following: 
. 

A ~ v nrtv&summary of the project tilsory to dIe, including. 
SiKt Ofsignifica 11,vid da tes.nteven ts re Iat ed 

- A ~tis tical data presented it, tables anci grah 

Actual and scheduled work progress, 

Status or procurement 
 . 

Accuedchagcs and paiyme~nts nde, to tl ,Consultat 

KrL.KKK - ~ suppliersnr and coritractlr's. 
;::77 ¢ : OK K': K' + ' '707 i 7~i; fr ''Tu ':; " ~
 

'.K:;K I7~AK 5 tjn' ; wokthe~ Consu I s :'7-!
K,,,-:) ii t shd I aujifdra t ', K' 

r veririK his act'i viti'es dui itiq thee; ell tK, t.I!i on tr,.,;ls~7 7 'S i, ,$-'.K{ 

AP.ETUKWIer~iwdSubiflii
: ,I=-I!- Cnon'. (1 duya~7'77-i7, ; ,;7 7; (11 c9pII~r.,id thf01 t( Vc 
K'-bm rKK~4KK.4 b~e-4t t. .Qd11S,221d~- nt s ! 
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BEST, AALA1L COPYPa2 . 

ro,&a, tFF ' otf Io fuVf1;ll its reporting4 9atlons: rLla t i'e t 
s't of etin AID,0Q.r 

j 

P 	 igeq 

yd,,rly Shippng~ reportt(i~e, 130 	 row r 's~Sh i'phnirig Stt 

th on ,eu e by- AJD. Tn f irs t report? co,/ring shi 'nfln 
frrOM icetion of the, -Loain through ,thie three-mon th: per iod 'fi1 lowny 
0he first disbursement, should be forwardd toAD0rug RT 

within ninety (90) days from the end of' Uid Lhr'ee-morth per od. 
Subsequk;:rn reports , 1coveri ng caionda r qua rter, tlieredf ter, ihouIdK~j 

fonmarded vii thin nine'ty (90) days of the 	end o"f th~e ir fod 
F ~reported *on. FF
 

6'. 	 Acceptdnce Reports: See Sectionv C, The Consul tant shall iion itor 
t.Esti-nq of 	projects financed by fmids provide~d by USAIO. Aftr~r 

~Fcovtl c iion of the accepta nce tes t, the Contul Lan t 01,fl1 1is t afly 

d cijniies found 'and-o n behalIf. of 'ARETO shas 	 I o rd er tthe CrrraLtoi 

F Fto make the necessary corrections. copl "on*-Upon of 	 the F"F 

-correctF ;ons and fol lowing- succesfsl Cu-o'mpletion' of tile' aCc 'Jtjnce~y 
-tt 

rtJ,.S Ln Consul1 tanm t shio1 ma ke- a 'f i noI a((clp ta ncQ' rF:i 

F'certi ication to AREIL' -that the''Cirartor 'hv muet a]IF req ui~rc:mei ints> 
of h isFcontract.'.$ARETO then wil11 eview tn report. FF AFF'FF 

i~J1 ~ ~~ '.!iiln ~ t~ 	 ~~~.n ,cepL incer and ce', &ury F4 

s o A"T F0 .	 - e an ''"AI-0r 

tF 	 Fa of h. s' x h -oi otF'e g 	 Fn.jC Fci 

U, re o, f :FF T 
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TttHICAL'PROPOSA 

A.Content of Techical, Proposal
 

a _..-souem~ons.rate 
 the
 

4~i tyofits con te~n t
qa the, firm's (or jontvnture's) know1edge of 
~project, requ iremien~s and its understanfding "of _the reqbisi e as set ''>
 

lorty' in" thp Scope of Work. Its 'contents shul '' not; be­

1 mi tLd t~o the following:-' 
44 

±'. 	 Project Overview: 
'"'< -

lnfor-maticn diemons trating the. firm's unesad go en t1ire, 

'project,'including' actions taken to become 'f
a'rniIi ar 4 ith the~project,
 
views on thc- adequacy of the 'Scope of Work 
 and 	any suggested modification~
 

and conrienrs on other. important project aspects.'4
 

2 'Iork Proju1 1.9 

4 

DetailIs of tlie f i irni' s proposedi approach to the planning dd imiplemeqr-, 
tation of all project eleinent-1- describing individual' cas4s', their 4 

sequenc--n- aind interrelations, A timie. schedule ini bar~rchrrt fo.rmn ' 

n~dicatin scart and end dates to pro ee'd) s-n
 
tasks . A £r-itical Path Method analysis of the project, ind'iigA
 
i'nt erdo r"P'on c ies among prbjec t eIene ntr n ak' -4 


(from notice 	 for~uc' 

'"'-~' 

3 	 fjaw i Zt ioP a'nd Level of Effort'4 '~~ 4~' '"7 
4 org nv'i ar. i o- chbart. showing 'rltonhp alog:rfeS i onal I1t ve 1
 

"'-"! e I i'-s ariP" to the pro jpCt~ A',hnita~ n"~'p4A
ow e, 
pr4 na i-4-'4 d 't i '~1 	 C 3 r uc 
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part r i pa t ion( ~in al1 j vi tijes .rel a,,,ttd 5to: 0) S,'Copv' of Wt.6-V<K 

neL, rooo a,I Should in cIude c',p cif i dl I'-rdy~euh ~fr the&.; 

~v1 zaicnf REO er,sonioV1'anrd fcr~the c odnaton avid i r'co~!n a lot .owh e re wi ,r ~n,. ).:p 
of th i , .*'' . 

i f b .H1 Li F* iWr';, L\v1' 1 L'['usfnL~sc ir* o AR. T Uric do r.....1)rofi~i I~ c
 

r.ey '2_chnr ca Is ti ff miemiber tu Ie. as~s i (pid"'I'.,CIud ry ::.ItiOf! V 
eJ . A.tif on profess ional1 qua 1:Il i co t ioni and t ra t i )i,rr(' j i' chrc,vci

ki( ,
 I, 1y .3 514.St.F tIogrcI einereodiict rig jyears mlt i te Iwlri.'5~SIi S 

Csy .2 1)poyer,' 1evu, o>f r'elis ei~i1 b11 i y '"':~~ .' e~~~ 

.)y *o'.irs ~':!country' if-t*-i IL igt j ,'II'll .t -ChIII 

K ~inY~~csrnlby the Proposer dii ig ontiac i vwgur~tl)w ii"n 
-e Li I:t i. L i'ina tiori of SL)i. ' vegovi at: 'ons .'1. TC '"~ 

.'~l') 'iofir Fi~r 

S.vvu i 'm " resubni tIb iS n onc nfo cnat c e intn ri P 
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R 



Pg 0 

e o 

I~Ie t s d s ri 

5> ' " bo ie 

FuIT cryqr sltho Ird be- 1 av di~d edr byolic 

1) r 

P5 "I u of redth toerhldneevc~to beEqpefrdts derinf t 

* '. byL hherpoarontent an demtas craq 
il~~~~~~~b s~ig te by i t cod dQ tdxeriecd~qsiHf~~ 'r Ii :td 

by~ tei hh i cci andconaentaned-as, eralqe. S VI(rJ;g i 1 

Iitte.it ion tind 'dii 1ity to per Form the work, in a rea I1I Li (.a IIY i 11I 

imna mr ;t1 zrig7. app-opr i ite sta ff 1ceve 1. ' 

fri1. i tcforte rri ces mus t m1ot be i tic Ij~kru i 11, the Ir'~ bd 

t in F 
5 

'+5l 

5~~ 5 I5 

5 ,7 Cf 
.~ 

rm F 5 5 
.' ' 

' ~ ''5' 
5 / 

5 
jrIo

'S..s, Q (14 ts A ~ ~ 
' " ' 

s<4''
' J 

555 o n. i rS 

5 4 5 v! / 



F~ our- ­

oStantcto r~ 0) h~~ad~ 

t equSt fo~~r proposals. 

0 vcuied iosfobomoitir aInay ot 1r P(IEl or iqa t b eir;'oI 
VSOClate5asaffpaofterojct 

AliE1 prepa a L on fdes oign,,- sec lid se1 Of t rwti r hihewl Ioh t aII 

oill gLhct dLke ecttoansorcmn ti eru, ei.~pni prlarr 

AhEIUs ' iu c poc'i b~ri &~io ) of utW 01. 10 o ,~L~n au 
-i A r l vf

0 ta,Ji nsubjefcit rdfurt h)erv on af Id 0l, dI 
not reahe ne tdl1, 

2~u~~it tiono prooing- i ran wih th L(ii f~~de~t u e 

C1 0 

d~i.~ib ii~ i y to I [~fo Chird ~ vi~Ipn(- 0el 
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JI;l1' 	 bee I n'theeof fi ces o9f ARETO on November '4~97 wj' e tigs 
Minning a 10:o~ a M, One~~cP IFte T 1eco'nun ica ionrS ector Stu'y 

kF Submissionof IPoposa IS 

14Technical P"'6OPOS Isshouild be cea I 'MI'd 1)e 

envelIopes 111airk ed "ageilndTechnic~al Advi1sory: ,,...
ervi 

S2. 
 Three copies of the technical proposal 
should be addres c-d to 
I ''14 

Chairnar Arab Re public of Egyp t Te Iec oniunica tions Or iinizatioJ 
(ARETO)/ , RimsesStreet , Ca iro, Arab Repuh'I i cof E9y 1)t.
 
One Jnforiliof, copy 
 of the technical prop6osal s!:osild be addreet ,,d 
to e'ach ofcefllwn:() EPMr.Toa A. 	SLerrier Acq nc,, 
fo nentinlDvl, iet Department 'of Ae 	 WshingtonUC 

Box 	10, FP!J 'w,-York 09527. 

3. 	 At the, samei 'ii t hat the technical prbposal is s U!)111i t td, d sefpra e~l
 

se ,- IeInvo~o-Je1 conta1ining !an 
 Analysis of.E~tilodtfpd"CO t 1.Il :;e 	 '~v) 
'4-.. ~ 

IA.Il 
~ 

1 p l mas 	 fJI yCIen~)Ir, f] 

ev0-e _,o*)a r twen t ~Sta t- jelash i neq ton, D'". 1d2 2 ./'J 

ha ,c I 	 -!dI le o y olI11 S. e n 	 r a~' )~ f-

ly0F 	 1 ,II t 2 
J I4S~' 

11 ~'~1 r~co t,~i~nI.4 14444A' 
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iyA
n host coun try contracting .)lacotsf
 

financed by AID; local Cos ts will be ',aid 
 in Egypti~an Pond 1 AP T 

A contractor providing services, o6r'.a s ubcontr~acto'p' 'ing sL.ryi: i c 

under an AID-fjnanced cotntract for seic, dtfi ii fthfoi1j~ 

categories to be c~l igible for AID fitmocing -:4 

a~An individual woho is a legal res uen t of thu Urn t d Std tLS j~ 

4 . or tib wi' Pa rtnershi p orgdfl i zed uder the 0wof ~I'~ 4 

-!H P~ m- ;r-rt -- urr-. I n'rw__-Uf-- country 0 m~-thr 

c- con ro fo ol n c r a io l , 
4io4-

o an e 4-.4o4.4444-
4Y4-44 r P0 

of whs to tl 1 
 vot,4 s 4kt6'
soi~dbU tdS 

c~ oto~ ! ufini corpora tow f0ei,~ A I'S an C 
4.'j 

e4 r4 - -4 4 4 , 

Z44.44.4."4i~4..4e4 



orPI ry.iotJn dl 4.u 1 , 

,su subc r,S",Ato elnSLp~ s', 

ec t or iith ID-i nced ontr~ts for (j00 S 0r Sr~v ice 

I'le dtc Qd t ha t 0 tr ct serv ices should be~gin iU 1fif t1 d,Jy 

o' C )traCL

10y 

+ A FNMENT TO SCOPE OF WORK 

Subsequent to the preparation' of this scope, of work docuimn fUrther~,.
discussions have taken place between ARET 
 SI th enajed~dn 


Uiat certain changes in the original scope of the project~ requ ire d 

These chanqes mainly involve the deletion of the replacement of a Tiile 

roayof f ice such as Za alek the strength I'n inq of enri ironmif.t Ij lrovp­1,* 


ricints to build 1n95 hiousing xchangje euipii t 'ard the provision of. aditiina I 

echnical n r'alaora assistance. 
,i 

~dd i thea i Consultant will be requre to oss ist APLTO in dt i 1 
4o **Ot 0f fkct .L, wadyo0f. u ti Iizitij .i n dd iti OnoI S 553 mll o t0iudge ji 

or Fi,ii~ -4~ l Yea 1979 if) the~ a'"ridod, mp r o v 444m. 

A:,,~~~~too'5~tilcETl 0fln sytem.i Sub jectL~ to succurJl USjrgc -faC.C11C I~Uu~l 

w,f",rep' the 'JoverrliuWu K", 'n t 11'~ -VA IP anid f.hf. CojdY , 
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,ANAGEpIALA1D TECHNICAL 

ADVISORY SLRVICE:; 

TO 

THE ARAB RE4PUBL IC OF EGYPT
 

TELECOMMUNICATIONS ORGANIZATION
 

AMENOMEN' NO. I 

TO 

SCOPE OF WORK
 

AND !NSTRUCI ONS FOR
 

PREPARAT ON ANUj ,Jr31I TTAL Q
 

TECHN!CAL PROPOSALS
 



1t-MCE'1 AL 9WT N 

I< i 

TO
 

~YFF
 

~. TEECMM'VCAIOS ORGANIZAT ION 
 ~ 

AMENUMEN NO.
 

~ iSCOPE OF IWORK 

A 


IIIAND INSTRUICT[ONS FOR, ~j~ 

F'fPRUAATION ANI) SUBMI 11AL OiF 

TECHNICAL PROPOSALS 

The Arab Republic of Egypt Tel ecomrnuni cationsorganization (ARETr) reby j; 
amnds the abov., cited Scope of Work as follows: 

SE,.ON U, SCOPE OF SERVICES 

A. Manacement, Oilerations and Traiinq Prog ramis 

Task 7 Ng~u) i s ex pan ded ass I11ow­

9"9 
1ie coii .u1 tant wi 11 assist ARETO in the e,, ab IHishmLeiit ofat 

r'n-fioinq tra~ining needs idfentification syrtemi and iti the~ ; 
.i'a('i t i (!!i~if pr ~or i tyeneeds for, tr ~ 

'I, 

k-~ 



--

'. I c o eer.Programs 	 T
 
-W
T VALABLE'COP. 

~~.~~Exan 1 nandn 'Mode>rniZation~Progr-ans ~ ~~ 

> I~ De Iet e i temIC 6 Pa qe 12) and o'the eeecs oay xhne 
on page 3.... 

2) Isert replic inq i tem C 6'(P ii~ L 12) as fo11llw1 

"Env ironmenta I condi tion ing equipment, tootIS) ma ter i aIs arid 
sviiro parts as required to fu.l ly impl ement Tusk B-I (Page 
onr all ARETO equipment arid operating spaces in the Cairo 

area. Also, to -the, extenit that available funds perwit, the 
.zc.Pe of Task B~-1 shall he exctended to cover othier ARETO
 

Qxchanqws outs ide of the Cairo area on tile bisis. of tncilr 
iIljoort~jgnce and condi tioti" 

D.Proo(-,n 1.11:1 lonenta ti Tasks 

Add the fc0 itlolnsection:
 

<,SunilD Tasks o the Scocpe of Servic­
1 1vi1 

to -erquird fa si I I ti n 

':1 
sI 1:3 I hin ri r tie o h w 1 j zI a ol 

'oe-- ~c II~44c! d Cniei n is a t rjr ep ein q
if p- -Ser1 e III 1 I'L)J~oaI e e b 

,tc F0 0 i9i, 

V 



Page B9 VC 

'I I 

Tadmecagc wi th ~fu Iy electroidg i to I eq Jp o i 

Pric ol to ror n ceexpected impL-0 peieoy~Lor 
th Ca iro 'jbnctioetwork, el imina te th w.dfrd d i &i'o 11: 

an It~p l eq I pinei L3tt en~n f f tpic e,,at,'~ oit, jii l 

jun~ct ion network is expa nded, and' permi t rul ftexSrRol I Ic Oe o!r, ex an es0,ef e x i s tc Ie f r ti I
dg wulI t ipl1ex equimn 

n t ast' f, ' 
t1f o the ta iemIL oIs yw(!r (f in lik 

V b- Replacvueit of ill Cairo rotary exchanges wi tn f uI fypr~ov1 n ?I eP tro 1 ic 
swi tchi4nql SPC equ ipment, in!, order to el i mi ri I.( a seriou Mai "tf e!16, 
p)role~ini provide improved servie pemtofaaiaiii.f 31D~-
i: / 1rN 
surv ice in these exchanges, defer or Qliiiintc the neet-d for :)ul Idingj 
additioln, arid minimize future obselolscencQ. 

Sc-
 'X~patIs i on of the Program of InISti tu rIdl' IiIIfIr)I'I)Vein a L, Iui 

'rho tuthpi ng of ex i ttiig 'perisonnel t m In fuI ON 
Th i' *jc t woul1d prov ide assi stanrce A'I~f n"a ato 1a 

i'oor.: 'n izin i its persormt'l function, dev'1ri~ng wa -te~ cJ 

I . Lion Program, design'ing~;in improved enriployP0 .c~is 

sys te!:i and salary structure, developing imroe rioiic{ e4'J 

1,rocedul and iin* tabli shi n and i im) roveddfl npower- p~I )iI1j 

_ 

,_-
V ~~v.QA __ o~ z 

J-'J 
Va V C WO W NOVV ~4 



--- --- - - - -- 

---- -------------------------------------------------------------

~ ~ records, equ ~piPientec rd,- C ~4Vs la 

113inlqenance , I ne construct1ion m~e thods aicentc~~ral cf f~i '­

e -7The ConsuIta'-w u-j-- EO in 
afdr n ISys tei for- CI a si fiy in vi 1 prac ti ces , d 'or~ 

distributi these pr(Ictice's as neesay 

rhe. jinprovement of vehicol e mai i nteniance ,,IW ri p -oti nntr I.f 

Coll trictor would be expected to assistE 10(nilreie It l 
tne processes of selection, Procurement, (n;*j ntcjma nce r( i UC.t*n 

location, storage, and utilIization of v~ehi'cl s'cind mu toi zLd 
Oouipeiit. Consideratio; would''be given: to uch factors as 
safety, economic bS nefit, loca.l worigcnitos 
and the
 
oeneral environment inw~hich such vehicleP~ and equipmnent can 
'Bost effectively be employed.v 

'ii'plemienation of central i zed da ta-The 

eirig~sro organ i zat imi, 
I (I facili ties and a prga for, (hi c~',1Ut i /~ t ia 
r: cowlect ion vi i th' i ntroduc t ion of nw ~cj.~v1(31dgIj~ lu 

Y--------- - - - - - - - - - - - ­

d. s..s 


SFgypt end Sudan.' Tihis projec t wou'I'd rc. the eva'tne'-
~-..- V'~4- V~'t- a Ff ic a id growthn reqpillement s on Lth i 'r~m "i$' 

t!T tia a Ppro S i i -an ' nr 4,;t h 

ii In 



birt~.h I'to~dt 


~pected~U~oit then'loioit\ng e c wor 


-0 'c Jad-t mot~nc n 

rW ~~'.i 

ou Id hb&esected, to coordinate' wi thoth Lr r iraIrvr-1, 
be pece ed i t thI iuch o i t o n 'which iTiw r ik v (, r Lo L, i 

J~ImfprovemiitiL o!Ii eI AlIexand r a ,illct ion ietwo rk . I t. I Id W; exp,:ct 'd 
that this work would be part of an overall program W eribirge and 

improve to..hone service in Egypt second largest city.
 

- Replaceireiit ot Alexandria 
 rotary exchanges. (See item babov&) 

Panrin inq, 1 1 ait on aniid thiie i iipe ineta t i 0)Of dC it e to fJ CC) tb. 

and rparr~ioiiv 'f iro ARETO cable faci Ii tiec,; as r~quiie~d, dur'ing L,,eeaa ter, 
c a r r i n g ( *L : 9Fot e r u t i l i ty p r ouj e c t s f o r t e i p r v m nt o , ,v r 

sewer arid tr i,-,orta ? iof systems.~ 

IA 
S IECT!,'' T '2' i,'QPOSAL S 

•!]es ove by:'.)'ro 1,,.or;,Z 
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Annex 	P
 

Illustrative Equipment List of
 
Items to be A.I.D. Financed l/
 

I. 	Recorded Announcement Equipment, Traffic Usage
 
Equipment, Tools and Test Gear
 

II. 	 Operators Headsets, Timing Mechanisms, Operators Chairs,
 
Miscellaneous Tools, Transmission Test Equipment
 

Ill. 	 Subscriber PCM Carrier Systems & Station Carrier
 
Systems, Rotary Files & Inventory Tubs, Cable Books,
 
Tools, and Test Gear
 

IV. 	 Outside Plant Hardware, Cable Drop Wire, Interior Wire,
 
Tools and Test Gear to Carry Out Rehabilitation OJT
 
Program
 

V. 	Subscriber Installation Apparatus, Hardware Tools,
 
Test EqUipment & Records & Assignment Supplies
 

VI. Installation of 6G Replacement Switchboards at National Exchange
 

Cairo
 

VII. 	 Modification of existing plants from manual to 
automatic operation
 

VIII. Replacing old plants in Upper and Lower Egypt exchanges
 

IX. 	 Smoke and fire detection equipment
 

1/ 	Value of Equipment listed herein exceeds the $2.0 million shown
 
in Cost Estimate. The order of priority is I to 
IX.
 



Annex Q 
UNITED STATES GOVERNMENT 

DT. 2, memor2nd im 
TO"PLY I . AL ,CAt',Or " .n (T ,.) E 

7O1 Xr. Robert N. Bakley, CDE 

On August 1I lcoked through the file of the telcommunications project
 
with Mr. Scarfo and ! agree with your staff and Hend Gorchev that
 
this project does not have an important environmental component.
 

I believe that th;e project should be considered without regard for 
any further enviror.ental papers. The threshold decision was)should 
have been, and should remain negative. 

CDE:I.E. Wallen:(TDY):st:8/2/78
 

Buy.U.S. Savings Bonds Regularly on the Payroll Savings Plan OPTIONAL FORM NO 1 

I' C 7-7MV. C)
' A IrPM1 (41 CFRt} 101-1 
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Annex R 

Analysis on Questions of Wages
 
Allowances and Incentives and
 

Job Satisfaction
 

1. Base Salaries
 

ARETO entry levels are lower than the average entry level wage
reported by other companies in the CTC survey (see Exhibit IX-1

below). This observation holds true 
for all occupational cate­gories surveyed. 
However, it must be emphasized that this
comparison is limited to base wages and does not include allow­
ances.
 

ARETO maximum wage levels are lower than average maximum wage
levels reported by other companies in the survey for occupa­tional categories of engineers and accountants, but higher
for all other categories. This indicates that ARETO re­presents a favorable employer for those without a university
education since the civil service system offers better pro­motion possibilities than those available elsewhere.
 

2. Allowances and Incentives
 

In addition to base wages, the companies surveyed by CTC were
asked to explain their system of allowances, bonuses and in­centive awards. Since the amounts of these awards vary on
the basis of the specific circumstances of the employee, it
was difficult for CTC to quantify the impact on the occu­
pational categories examined. 
Nevertheless, these awards

play a major role in determining an 
employee's compensation

package. 
A summary of CTC's findings is presented in
 
Exhibit IX-2 below.
 

The Exhibit IX-2 indicates that in terms of the range of
special awards which are offered, ARETO compares favorably

with the other crganizations surveyed. 
Only other government­
associated organizations offer similar awards. 
 The private
sector and Joint-venture companies offer higher base wages,

but few additional allowances and awards.
 



3. aaployee Satisfaction
 

The sample size chosen by CTC for thc survey was designed to
 
achieve no less than a 5& error 
rate at a 95% confidence level.
 
Since the estimated number of employees in the Cairo area,

including the headquarters office and the various support staff
 
in the Projects Department, was estimated at approximately

20,000 employees, a sample size of 760 was chosen. The sample
 
was stratified to assure that 100 employees in each occupational

classification w re surveyed. Insofar as the sample size for
 
each occupational category is much smaller than for the entire
 
work force, the confidence level of conclusions is lower than
 
for the sample aa a whole.
 

'he results of the survey disclosed that a significant percentage

of _RETO employees are not satisfied with their wages and working

conditions. However, the survey also indicatet. that employees
 
were generally satisfied with the type cf work performed.
 

4. Summary
 

From the above it appears that ARETO management has an opportunity
 
to build upon the favorable attitude of ARETO employees toward
 
their work. Aggressive action to improve wages and working

conditions would have a positive impact upon morale and product­
ivity. The composition of this project will tend to strengthen

ARETO in carrying out an improvement program which will lift
 
morale and productivity.
 



Exhibit IX-I 

Summary of Findings From Wage Information Survey 

Occupational
Category 

Engineer 

Accountant 

Technician 

Skilled Laborer 

Laborer 

Clerical 

Min 

240 

240 

180 

162 

144 

180 

(A) 

ARETO 

Max 

1,440 

1,440 

1,440 

1,440 

780 

1,440 

No. 

1,621 

3,845 

14,482 

9,349 

2,649 

(B) 

Public Sector 

Companies 

Min Max No. 

300 1,440 185 

240 1,440 120 

180 1,44o 513 

180 1,440 1,800 

144 780 3,250 

180 780 634 

(C) 

Joint Venture 

Company 

Min Max No. 

900 3,120 3 

780 2,040 5 

516 840 7 

432 2,160 n.r. 

180 300 n.r. 

768 876 2 

Min 

552 

432 

240 

2M0 

162 

240 

(D) 

Suez Canal 

Authority 

Max Ne. 

2,340 300 

2,340 118 

iIL0 5,21 

1,140 5,211 

600 2,000 

1,140 612 

Telephone
Operator 

No. Employees
Reported 

Total 
Employees 

162 1,44o 1,801 

46,030 

144 780 14 

6,516 

7,137 

None Reported 

173 

None Reported 

8,241 

11,620 

xx 

C 
0 

9: 

n.r.: not reported 

Note: Wages shown are in L.E. and are annual wages. 



Exhibit 1X-1 
.Cont 'a 

CSwnmary of Findings From Wage Information Survey 

Private Sector Companies 

Occupational 

Category Min 

(E) 

Max No. Min 

(F) 

Max No. Min 

(G) 

Max No. Min 

(H) 

Max No. 

Engineer 360 720 2 720 5,400 17 1,800 1,800 2 480 1,440 3 

Accountant 360 720 1 840 1,800 2 1,200 1,920 1 540 i,4b0 1 

Technician 108 540 6 480 1,440 100 180 2,400 13 None Reported 

Skilled Laborer None Reported 360 840 100 None Reported 360 720 30 

Laborer 108 540 50 168 480 350 None Reported 216 420 12 

Clerical 108 360 5 300 960 46 300 720 1 192 720 1 

Telephone 
Operator 

No. Employees 

Reported 

Total 
Employees 

180 360 1 

65 

65 

300 84o 1 

616 

750 

None Reported 

17 

18 

None Reported 

50 

50 

0 
0 



Type of 

Special 

Allowance 


1. Representation Allowance 


2. Professional Allowance 


3. Nature of Work 


4. Overtime 


8. Production Allowance 


9. Performance Allowance 


10. Annual Bonus 


11. Holiday Bonus 


12. Residence Allowance 


13. Profit Sharing 


14. Transportation 


15. Meals 


16. Uniforms 


17. Medical Care 


Source: Project Team Survey
 

Eh ii IA-2 

Comparison of Various Special Allowances and Awards
 
Granted by Companies Surveyed
 

Public Private Companies 
ARETO Sector 

Companies A B C D 

X X 

X X 

X X 

X X X X X 

x x 

X X X 


X X X
 

X X 

X X 


X X 

x X X X 

X
 

X X
 

x 

Joint 

Venture 

Company 


X 

Suez 
Canal 
Authority 

X 

X 

X 

X 

X 

X 

0 

x 



Annex S
 

Possible Types of Training Pjqgrams
 
by "Occupational Category"_-9 

I. Programs for Administrators
 

- Financial Operations 

- Commercial Operations
 

- Personnel Operations 

- Purchasing and Stores Operations
 

- Traffic Operations 

- Plant Operations 

- Planning Procedures and Practices
 

II. Programs for Engineers
 

- Traffic Analysis
 

- Exchange Engineering 

- Radio and Transmission Engineering Procedures and Practices 

- Exchange Construction
 

- Radio and Transmission Installation/Maintenance
 

- Exchange Maintenance Procedures and Practices
 

- Outside Plant Engineering 

- Outside Plant Construction 

- Outside Plant Maintenance 

- Buildings and Grounds Maintenance 

1/ Not all the above training programs will be developed under financing by
 
the A.I.D. loan. ARETO is currently conducting a number of training programs
 
and these may be adequate. Also, the cost of training instructors and
 
preparing curriculum for all the above categories will exceed funds avail­
able under the A.I.D. loan. Consequently, the U.S. Consultant will have 
to review the ARETO training program as it now exists (this is described 
in the Telecommunications Sector Study) and devise a training program and
 
schedule to meet ARETO's most urgent needs.
 



Annex S (con't)
 

III. 	 Programs f)r Technicians 

Same as II. above, except training for new technicians will be on 

basis of short programs in specific skill areas and not as sophisticated 

as that for Engineers. 

TV. 	 Operator Training Program
 

V. Clerical Staff Program
 

Vi. 	 Skilled Labor Program 

- Outside Plant Construction/Maintenance 

- Outside Plant Installation and Repair 

- Exchange Installation 

- Radio and Transmission Installer/Repairman 

- Exchange Repairman 

- Building and Power Maintenance 

- Vehicles and Heavy Equipment Training 
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AIR-CONDITIONING AND STANDBY POWER 

SUMMARYOF ESTIMATED COSTS 

(us 5) 

-

-

-

-

Standby Power - Cairo 

Standby Power - Alexandria 

Air-Conditioning - Cairo 

Air-CondiLioning - Alexandria 

3,593,000 

1,072,500 

2,275,000 

1,050,000 

$7,990,500 
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STATIONARY STANDBY DIESEL A7ERNATER GENERATING
 

SETS FOR CAIRO EXCHAUNGES
 

CAPITAL EXPPNDITURES IN U.S. $
 

380/220 V. 3-ph, 


EXCHANGE 
 Y 


Ramuis 
 2 

Opera 2 

Abbaaaja 1 

Shoubta 
 1 

Roda 
 1 

Dokki 
 1 

Naar City 1 

Almaza 
 1 

Heliopolia 1 

Zamalek 
 1 

Bab El-Louk 
 1 

Giza 
 1 

Helwan 
 1 

Madl 1 

Tebln 
 1 

Barrage 1 

Kallub 1 


4 wire, 50 Hz
 

KVA 

1200 


800 

500 

500 

500 

500 

500 


500 

500 


500 

500 

500 


400 

400 

400 


150 


150
 

7 MOBILE SETS 


PRICE
 
(IN U.S.$ 

500,000
 

375,000
 
143,000
 
143,000
 
143,000
 
143,000
 
143,000
 

143,000
 
143,000
 

143,000
 
143,000
 

143,000
 
143,000
 
143,000
 
143,000
 

71,500
 

2,878,000
 

-


3,593,000
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STATIONARY STANDBY DIESEL ALTERNATER GENERATING
 

SETS FOR ALEXANDRIA EXCHANGES 

CAPITAL EXPENDITURES IN U.S. $ 

PRICE
 

EXCHANGE Q KVA (IN U.S. $) 

Sidi Gaber 1 500 143,000
 

Manshia 1 500 
 143,000
 

Sidi Bishr 
 1 500 143,000
 

Auto 1 
 500 143,000
 

Gelem 1 
 200 143,000 

Ibrahimia 1 200 143,000
 

858,000
 

2 MOBILE SETS 214,500
 

$1,072,500
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REPLACEMENT OF AIR CONDITIONING
 

CAPITAL 

A. CAIRO ZONE 

I. Abbaseia 

2. Magnetic Tape Rooms 


(CAMA Equip. ARM Exchanges)
3. Roda 


4. Kaliub 

5. )pera 

6. Shoubra 


8. Hamlep 
 &200,000

8. Heliopolis II 
& 111
9. Bab El-Louk 


10. Coaxial Cable 


Cairo - (at Ramses Bldg.)
11. Dokki 
12. Maadi 


TOTAL 


B. ALEXANDRIA
 

1. Alexandria 

2. Ibrahimia 

3. Gelem 

4. 
Sidi Gaber 


5. Damanhour 


TOTAL 


* TR means Tonnage Refrierant 


MXPENDITURES 

U.S. $ 

300,000 


200,000 


200,000 


75,000 

300,000 

200,000 


300,000

150,000 


50,000 


100,000 


200.000 


$2,275,000
 

300,000 

200,000 


200,000 

200,000 


150,000 


$1,05G,000
 

IN US $ 

NOTES 

Total replacement of plant (200 TR)*

Total replacement (20 of 5 TR)
 

Partial replacement of plant
 

plus additional units for Roda II
(200 TR)
 
Total replacement of plant (50 TR)

Partial replacement of plant (450 TR)

Partial replacement of plant (200 TR)
 

Total replacement of plant (150 TR)
Total replacement of plant (200 TR)
Partial replacement of plant (200 TR)

Partial replacement of plant (150 TR)
 

Partial replacement of plant (150 TR)

Total replacement of plant (150 TR)
 

Total replacement of plant (200 TR)

Total replacement of plant (150 TR)

Total replacement of plant (150 TR)

Partial replacement of plant plus
 
additional unit 
(200 TR)
Total replacement of plant (100 TR)
 

One TR = 12,000 BTU
 




