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EGYPT - REHABILITATION AND MODERNIZATION OF ME ASIAN HIGH DAM
 
H'DROELDTRIC P(XR S=ON - AMEi4T NO. 1
 

SUI4MARY AND R)CCL ENDATIONS 

1. Grantee: The Arab Republic of Egypt.
 

2. Grant Application: The GOE has requested an additional AID Grant for
 
the project to assist in financing the foreign exchange costs of this
 
Project. The application is attached as Annex A.
 

3. Grant Amount: U.S. $40 million, increasing Grant No. 263-0160 from
 
$100 million to $140 million.
 

4. Implementing Jagen: The Egyptian Electricity Authority (EEA), a 
sepeLate entity within the Ministry of Electricity and Energy (MEE). 

5. Terms to the Implementing Agency: A loan to the EEA. 

6.. Project Amendment Purpose: To provide improved reliability and 
economy of operation of the Aswan High Dam Hydroelectric Power Station 
and 500KV transmission system. 

7. Project Description: U.S. contractors will: design, manufacture, 
replace and test 1) Francis turbine runners; 2) 5001\V circuit breakers; 
3)transmission line and bus protective relaying; 4) and control 
instrumentation; and will rehabilitate water passages, trash racks and
 
operating, maintenance and emergency gates all associated with the twelve 
(12) hydro turbine generators. Each contractor will provide necessary
related technical assistance and training during manufacturing, 
rehabilitation and modernization of the facilities. 
The U.S. Department
 
of Interior, Bureau of Reclamation will provide technical assistance
 
during manufacturing and supervision dbring installation, testing and 
start-up in Egypt. 

8. Total Project Cost: Total Project Cost, both foreign exchange and 
local currency equivalent is $152.1 million. AID will finance foreign
exchenge cost up to $140 million under this authorization. 

9. Environmental Considerations: The environmental impact on air and 
water quality of the hydroelectric power station and 500 KV protective
relaying system rehabilitation and modernizatiot, have been addressed in 
the Project. 

1.0. Source of U.S. Funds: Fiscal Year 87 Eccncinic Support Funds. 

Ui. Statutory Requirements: All statutory criteria have been satisfied; 
see Annex D.
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12. Project Co=nittec Recamendation: That the Mission Director: (a) 
authorize an Pynendment to Grant 263-0160 to increase the Grant funds from 
$100 million to $140 million in accordance with the terms and conditions 
set forth in the draft Grant Authorization Anendment which is appended 
hereto as Annex B; and (b) specifically, within such amendment, approve 
the waiver of AID competitive procurement procedures, as required under 
OMB Circular 76, to permit EEA to negotiate an amendment to the BURE's 
Memorandum of Understudying for additional engineering advisory services. 

13. P:oject Committee:
 

USAID/Cairo:
 

Project Conmittee Chairman: 	 John P. Hunt, DR/UAD
 

Project Canmittee: 	 Adele Abadir, HPDC/TIG
 
Thomas Johnstone, FN./FA
 
Elaine Kelly, IS/C.YT
 
Vicky Kunkle, PPP/P
 
Kevin O'Donnell, LMG
 
Charles Richter, PPP/E 
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I. INTRODUCTION 

A. Background: 

..1.01 	 On March 29, 1982, AID approved a Grant of $100 million to theGoverrrnent of Egypt to assist in financing the foreign exchangecosts of 	replacing the hydro-turbine runners, circuitbreakers,instrumentation and relaying and for the rehabilitation
of a portion of the water passages and canponents of the twelve
hydro turbine generators at the High Dam Hydroelectic Power
Station. Grant funds were to be provided incrementally. TheGrant Agreement which prov'dzd $85 million, was signed onApril
12, 1982. 
Amendment No. 1 to the Grant Agreement, providing the
balance Lf $15 million was signed on March 31, 1986 	 without aProject Paper Amendment. A detailed appraisal of the project isincluded 	 in the Project Paper, "Egypt: Rehabilitation andModernization of the Aswan High Dam Hydroelectric Power Station,
Project No. 263-0160, Jantlary 1982". (Reference 1) 

1.02 The implementing agency for the project is the Egyptian
Electricity Authority (EEA), a sep-rate entity of the Ministry ofElectricity and Energy (MEE), responsible for the bulk powersupply of electricity to Egypt. The Grant was passed to EPA bythe Ge as a contribution to EEA's'equity capital therebyassisting EEA in moving toward a more effective capitalization

and improving their cash flow.
 

1.03 In authorizing the project (Annex E), the Administrator waivedccmpetitive selection procedures and authorized EFA to: a)negotiate a contract with Allis-Chalmers l*1anufacturing Company
(A/C) for the design, testing, fabrication, supply andinstallation of the twelve hydro-turbine runners and associated
rehabilitation of the hydro-turbine generators and water 
passages. Thbe contract waz signed on June 3, 1982; b) utilizethe services of the Department of Interior, Bureau of Reclamationas systems engineer. Er-A and BUIr= negotiated a scope' ofservices 	 and a PA&S2 agreement was signed in August, 1982. 

1.04 In authorizing the project, the Aclinistrator also made anaffirmative determination for cof-mingling foreign assistance
funds to 	support a project which hitherto had been primarilyidentified with the comunist bloc by concluding that U.S.
Foreign 7ssistance for this project is in the best interest of
 
the United States.
 



-8 

1.05 	 The design of the hydro-turbine runners was confirmed in 
laboratory testing in October 1982 and fabrication of the runners 
began in.early 1983. rhe runners on Units 9 and 10 have been 
replaced and have been in operation since May 1986. During 
inspection of the generators on these two units, the need to 
clean and repair damaged insulation and to rewedge the stator 
windings was identified and the A/C contract was amended to 
include this additional work for all twelve units. The A/C 
contract has been renegotiated to more accurately fix the* 
schedule and cost (as provided for in the contract) and the 
contract ias been assigned to Voith Hydro Inc. (Voith) following 
their purchase of the Allis-Chalmers Hydro Turbine Division in 
September 1986. 

1.06 	 Replacement of the turbine runners on Units 1 and 2 began in 
October, 1986. Work is progressing on schedule for completion in 
mid-August 1987. 

1.07 	 Daring the development of the project in late 1981, EEA had 
requested that AID finance replacement of obsolete 500KV and 132 
KV air blast circuit breakers, protective relaying and 
instrumentation. The BUREC inspected this equipment in late 1981 
and concluded that plant performance was being impaired due to 
obsolescence, lack of replacement parts and slow response times 
of the ecuipmrent. The BURE recxrended that the circuit 
breakers be replaced with modern high speed interruption circuit 
breakers, state-of-the-art static or electromechanical protective 
relays and modern instrumentation. A copy of the BUREC report 
(Reference 2) is available in the DR/UAD files. 

108 	 In 1983 EEA adopted operating procedures which limited the 
magnitude of short - circuit currents that the 132 KV circuit 
breakers are required to interrupt and on May 17, 1983 EEA 
requested that these circuit breakers by deleted from the scope 
of the project replacement program. EEA also requested that the 
scope of the project be expanded to include the replacement of 
four 500KV circuit breakers at the Nag H=.-adi substation, 236 km 
north of the IHigh Dam and replacement of the primary and 
secondary transmission line protective relaying on the two-788km. 
500K'V transmission lines which transmit the energy generated at 
the High Dam to load centers in Cairo and the Nile Delta. 
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1.09 	 On June 20, 1983 USAID agreed to include within the scope of the
project the circuit breaker replacement at Nag Hammadi and the 
protective relay replacement on the 500KV transmission lines and 
to delete from the project scope the replacement of the 132 IV 
circuit breakers. ELA is currently replacing the 500 KV circuit
breakers in the 500 KV substations at Cairo and Samalut with West 
German SF-6 circuit breakers and intends to replace the 500 IV 
circuit breakers on the Nag Hammadi-High Dam circuits terminating
at the Nag Hamnadi and High Dam Substation. Therefore, the scope
of the project will include only the replacement of ten 500 KV
circuit 	breakers at the High Dam. 

B. 	 Current Financing Requirements: 

1.10 	 The original need and cost estimates to replace or modernize 
circuit breakers, relaying and instrumentation were based upon
data collected during BURDC site inspections in Jate 1981. 
During the more detailed evaluations, made prior to and during
the developnent of specifications required for procurement of 
equipnent and services, major inadequacies inthe supporting
systems were identified which necessitated more extensive 
upgrading than that originally contemplated: 

a. Existing control cable and 500 KV instrument transformers,
originally believed useful, were found to be either in a 
deteriorated condition or not of sufficient accuracy to
 
integrate into the improved protective relay system thereby
increasing the cost by $9.5 million. 

b. Substantial information necessary for the reliable 
operation of the po, er station isnot being collected and 
recorded and without adequate information, the reliable 
operation of the station- is jeopardized. A Data Loggir3
system is to be installed to provide this critical
 
recording of events and data thereby increasing the cost by
 
$2.4 million.
 

c. 	 The Runner replacement contract has been amended to include 
the supply of tools and custom work equipnent ($6.0
million) and rehabilitation of the generator windings ($2

million) which were offset by a reduction in allowance for 
esculation ($10.5 million), when the contract was 
renegotiated to a lump sum contract, thereby decreasing the 
contract cost by $1.1 million. 
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d. 	 The original scope of of BURDC services was for engineering
 
advisory services. The BURBC scone of services has since
 
been expanded to include engineering, engineering
 

administration and construction monitoring services in
 
support of FPA thereby increasing the cost by $4.2 million.
 

e. 	 An allowance for contingencies, both pric-e and physical,
 
that could be encountered over the next five years 
eqaivalent to approximately eight percent of the project
 
costs, thereby increasing the cost by $5 million.
 

1.11 	 During 1985, EEA found that the trash racks, emergency and
 

maintenance barriers (gates) were badly deteriorated with many of
 
the emergency and maintenance gates on the verge of being
 

inoperable. Following a carsory inspection of the racks and
 
gates, EEA concluded that work to rehabilitate these structures
 
could 	require approximately $5 million.
 

1.12 	 In late February 1986, following receipt of bids for the 500 KV
 

protective relay replacement, it became evident that authorized
 
furx= for the project would not be sufficient to permit carrying
 
out the fu.ll range of planned activities. Based on current cost
 

estimates, the total foreign exchange cost of the planned
 

rehabilitation ard modernizatiuon was estimated to be $125
 

million, an increase of $25 million over the 1982 authorization. 

1.13 	 On March 31, 1986 Amendment No. 1 to the Grant Agreement was 
signed providing the second and final increment of $15 million in 

the $100 million authorization. A comparison of foreign exchange 

requiremnents setforth in the 1982 Authorization and the 1986 
estimate are presented in Table I-1. 
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TNBLE 	I-i
 

c IPARrON OF. OREIGNPPA 	 COST ESTIMTES 
(U.S. $ - Millions) 

Additional 
1982 1986 
 Funding
 

Authorization Estimate .Required 
Engineering Advisor Services 
 $ 3.6 $ 7.8 $ 4.2
Runner Replacement 	 $82.0 $80.9 
 $(1.1)
Protective Relay Replacement $ 3.3 $12.8 $ 9.5 
Circuit Breaker Replacement $ 8.5 $ 8.5 $ -
Instrumentation Modernization 
 $ 2.4 $ 4.8 $ 2.4 
Gate Pehabilitation -	 $ 5.0 $ 5.0
Contingency 
 $-0.2 $.5.2 $ 5.0 

Total $100.0 $125.0 $25.0
 

Note: 	Allowance for contingency is 4.3% of 1986 Estimate.
 

1.14 	On October 15, 1986, in response to a request for additional
 
funding, EEA was advised that AID funds for FY-87 were fully
programed and suggested that EEA present to MPIC the need for
additional funds to finance the balance of rehabilitation and 
modernization work at the High Dam.
 

1.15 	 In early 1987 the DUPD inspected the gates and confirmed their
deteriorated condition. BURDC's preliminary cost estimate is $15
million. This estimate is based on inspection of the trash racks
and gates. An inspection of embedded guides ard rails below water 
will be required to determine the full extent of the 
rehabilitation. Based thison cost estimate, the total foreign
exchange cost of the planned rehabilitation and modernization is 
now estimated to be $140 million, an increase of $40 million over 
the current authorization. A cemparison of foreign exchange
requriements from the 1986 authorization and the 1987 estimate are 
presented in Table 1-2. 
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Table 1-2 

COMPARISON OF FOREIGN EXC1kN,'GE COST ESTDIATES 
(U.S. $ - Millions)
 

Additional
 
1986 1987 Funding
 

Authorization Estimate Required
 

Engineering Advisor Services $5.7 $7.8 	 $2.1
Runner Replacement 	 $80.9 $80.9 
 -
Protective Relay Replacement $12.8 $12.8 -
Circuit Breaker Replacement - $8.5 $8.0 
Instrument Modernization - $4.8 $4.8 
Gate Rehabilitation - $15.0 $15.0
 
Contingency and Audit $0.6 $10.2 $9.6
 

Total $100.0 $140.0 $40.0
 

Note: 	Allowance for contingency is 7.9% of 1987 Estimate
 

1.16 	Section 3.2 of the Grant Agreement requires that the GOE provide,
 
or cause to be provided, all funds, in addition to the Grant, and
 
all other resources required to carry out the Project. 'h1iile the
 
GOE recognizes and accepts this requirement, financially it is
 
unable to comply with the requirement on a timely basis.
 
Consequently, the GOE has requested that AID increase the grant for
 
the High Dam Rehabilitation/Modernization Project by $40 million.
 

1.17 	All local currency needs, forecast at LB 37 million, will be
 
provided by the GOE. In line with standard EEA practice under AID
 
grants, these LE will be provided through a letter of credit
 
mechanism; thus the Host Country's contribution will be readily
 
ascertainable and recently tightened AID policy in this regard will
 
be satisfied. Similary, regarding recently tightened AID policy,
 
an)y salary incentives or supplements as EEA may choose to pay its 
employees under this Project Amendment would be from its owl 
resources as opposed to AID funds or the Special Account; an 
Implementation Letter will so state. 
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II PR3JTT DESCIPTION
 

A. 	 Purpose:
 

2.01 	 The purpose of the project is to provide improved reliability and 
economy of operation of the Aswan High Dam Hydroelectric Power 
Station and the 500KV transmission circuits which transmit energy 
from the High Dam to load centers in Cairo and the Nile Delta. 

B. 	 Project Description:
 

2.02 	 U.S. Contractors will: design, manufacture, replace and test 1)
 
Francis turbine runners; 2) 500 KV cir-mit breakers; 3)

transmission line and bus protective relaying; 4) control
 
instrumentation; 5) and will rehabilitate water passages, trash
 
racks and operating, maintenance and emergency gates; all
 
associated with the twelve (12) hydro-turbine generators. Each
 
contractor will provide necessary related technical assicance
 
and training during manufacturing, rehabilitation and
 
modernization of the facilities. The U.S. Department of
 
Interior, Bureau of Reclamation will provide technical assistance 
during manufacturing and supervision during installation, testing
 
and start-up in Egypt.
 

2.03 	 The additional $40 million in AID Grant assistance will finance:
 

a. 	 The foreign exchange costs of additional engineering
 
advisory services.
 

b. 	 The foreign exchange costs for the rehabilitation of the 
trash 	racks, inlet, emergency and discharge gates, 
associated with each hydro turbine.
 

c. 	 The foreign exchange costs for the design, manufacture, 
shipment, installation, training of A personnel and 
carmissioning of replacement 500,V circuit breakers at the 
High Dam hydroelectric Poier Station. 

d. 	 The foreign exchange costs for the design, manufacture,
 
shigrnent, installation, training of E2!, personnel and
 
cc1missioning of replacement instrumentation and a data
 
logging 	system in the High Dam Hydroelectric Power Station. 

e. 	 Provide for contingencies in all foreign exchange funded 
contracts. 

2.04 	 The 500KV circuit breakers, control instrumentation and data 
logging system will be state-of-the-art designs which will permit 
fault detection and interruption substantially faster than 
provided by the present apparatus and controls and will provide 
the station staff with accurate and timely operating data upon 
Vhich to base operating decisions. 



- 14 

2.05 	The intake, emergency and discharge gates will be rehabilitated so 
that when tne gates are in place, they will prevent water from 
leaking around the seals. The operating mechanism and guide rails 
will be refurbished so that the gates can be operated reliably. 

C. 	 Project Cost Estimate:
 

2.06 	The project cost estimate (excluding in-kind contributions) has 
been prepared by BUREC and is based on contract costs for the 
runner and protective relay replacements and cost estimates Zor 
BURE2C engineering advisory services, ciroit breaker and 
instrumentation replacement and intake, emergency and draft tube 
gate rehabilitation.
 

2.07 	The project cost estimate is summerized in Table II - 1. 

TABLE II - 1 

SLZT IAr OF COSTS 
(U.S. $ a)d LE - Thousands) 

Foreign Local
 

Engineering Advisory Services $ 7,800 LE 600 
Runner Replacement 80,902 LE 17,000 
500KV Protective Relay System Replacement 12,800 LE 1,600 
500KV Circuit Breaker Replacement 8,500 LE 1,000 
Gate Rehabilitation 15,000 LE 2,500 
Station Instrumentation Modernization 4,800 LE 1,000 
Audit $ 1W--
Contingency $ 10,098 LE 2,500 

Total 	Project Cost $140,000 LE 26,200
 

2.09 	 In dddition to the Local Currency cost shown in Table II-1, the GOE 
will prnvide in the form of in-kind contributions over the life of 
the project in excess of LE 2,180,000. The in-kind contributions 
include capcial goods, counterpart personnel costs, services, 
administrative costs, fair market value of land contributed and 
other similar costs. EE is providing: office spar-e in Cairo and 
Aswan for the BUREC; office space for Voith; housing for BUREC 
staff in Aswan, land for Voith staff housing in Aswan (Voith 
providing housing); use of the machine shop and turbine hall crane
 
in the power station; storage space for equipment and materials in 
the power station; and in-country transportation. EEA's in-kind 
contribution is summarized in Table 11-2. 
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T BLE 11-2
 

IN-KIN'D CONMIMBUTIOq 
(LE in Thousand)
 

Housing in Aswan for BURDZ - 4 units 	 LE 1,000
 
Office space in Aswan for BUREC (400 sq feet) LE 150 
Office space in Aswan for Voith (500 sq ft) LE 120 
Office space in Cairo for BUPJC (400 sq ft) LE 100 
Use of plant machine shop and Turbine LE 100 

Hall crane
 
Land contri yjted for Voith housing (18,000 sq ft) LE 300
 
Storage Space (1,000 sq ft) LE 250
 
In-Country Transportation LE 160
 

Total ItE 2,180 

D. 	 Project Design: 

2.09 	 A logical frame work showing the Project design is included in 
Annex F. 

E. 	 Section 611 (a) Requirements: 

2.10 	 It is the conclusion of the Project Committee that the requirements 
of Section 611 (a) of the Foreign Assistance Act of 1961, as
 
amended, have been satisfied. The project is based on sound 
engineering analysis perfo med by the U.S. Department of Interior, 
Bureau of Reclamation. The Mission has revie__wed the plans and 
finds 	them to be acceptable and has reviewed the cost estimates anrd 
finds 	 tbeh;n reasonably firm within .the meaning of the statutory 
requirements. 
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III. PI=T IMPIENTATION NIND PROZUPr\D
 

Implementinq Agency:
 

EEA will continue to have prime responsibility for overall
 
management of the project and for providing direction to the
 

engineering advisor and turnkey contractors.
 

Project Prozurement Plan:
 

The project as amended will follow the procurement plan set forth
 

in the January 1982 Project Paper. This plan included the use of 

"turnkey" contracting (single firm responsible for design, supply, 
installation, testing and placing in operation) for the major 

equipment replacements and provided for negotiation with Allis-
Chalmers, on a non - competitive basis, for the replacement of the 
Francis turbine runners and the rehabilitation of generators and 
water passages.
 

Uhe project, as authorized inMarch, 1982, (Annex E), authorized
 
LEA to utilize the BUREC for engineering advisory services for the
 

project. These services are being provided under.a PASA financed
 

from the project. The additional services to be provided by the
 

BUREC for the amended project are consistenL oith the scope of
 

BUREC engineering advisory services approved in 1982 and
 
subsequently amended. 

AID's use of other Federal agencies through PASA's is governed by
 

CIB Circular A-76. (Y1B Circular A-76 precludes the use of services
 

or products of one Federal agency by another unless: there is no
 
Exceptions
satisfactory source available from the private sector. 


are provided under Section 621(a) of the Foreign Assistance Act for
 

technicFl assistance activities. The requirement of Section 621(a)
 
that facilities of Federal agencies not be competitive with private
 
enterprise unless their services are particularly or uniquely
 
suitable, i.e., the Federal agency must have a clear and
 
substantial superiority to private enterprise either on technical
 
or cost grounds to the extent that private enterprise is not in the
 
conptitive range when compared with the Federal agency.
 

The BUREC isuniquely qualified to assist the EEA as the
 
Engineering Advisor for the additional activities. The BUREC is
 
responsible for the design, construction, operation and maintenance
 

of hydro-electric power stations and high voltage transmission
 

systems in the United States. The BUREC: has extensive experience
 

inhydro electric power station rehabilitaticn and facility
 
upgrading; maintains a staff of experienced inspectors near the
 
manufacturing sites in the U.S. to monitor manufacturing and
 
factory testing; is familiar with industry, United States (ANSI)
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and European (IEC) standards, practices and proceedures for the
 
design, manufacture and testing of this type of equiprent being

financed by this grant and has proven capability to act as the
 
contract administrator in implementing the Project. BUREC would
 
not be c mpeting with private enterprise in carrying out its
 
contemplated role in the overall project since there is 
at present
 
no U.S. private sector supplier capable of performing the full
 
range of functions required under this activity. Therefore, we
 
recammen3 an exception to the provisions of (Y,S Circular A-76 and
 
that EEA be authorized to negotiate with BUREC for an extension of
 
their 	services.
 

3.06 	The BUREC staff inEgypt, working with EEA, consists of a Project

Manager and an electrical engineer stationed in Cairo and two
 
engineers (mechanical and electrical) stationed in Aswan. This
 
staff is supplemented on occation by BURDC-Denver staff on TDY
 
assignments. The Project Manager besides co-ordinating and
 
advising EEA on a daily basis on the project spends approximately

30 percent of his time in Aswan. The electrical engineer assigned
 
to Cairo is responsible for coordinating, with EEA, the protective

relaying design reviews and approvals and will oversee the
 
protective relaying installation, testing and cainissiong at the
 
Cairo 	and Saalot substations and will. then mrve to Nag liamadi and 
Aswan 	 for installtion, testing and comnissioning of the 
installations at these substations.,
 

3.07 	Procurement of circuit breakers, instrumentation and gate

rehabilitation will I> in accordance with AID competitive host
 
country contracting procedures specified in AID Ilandbook 11,
 
Chapter 2 and 3.
 

C. 	 Contractina Procedure:
 

3.08 	USAID has had extensive prior experience with EEA's contracting

capabilities on this project and on a number of other projects and
 
has found the to be effective and satisfactory even if at times 
they appear cunbersoine and time consuming. =A competitively
selected and awarded a "Turnkey" contract for the 5001V protective
relay 	replacement. E:A will utilize "Turnkey" contracts for the 
replacement of the circuit breakers, instrumentation (including a 
data logging system) and rehabilitation of the trash racks and
 
gates. EEA will utilize Host Country contracts. USAID will review 
all contracis to assure compliance with AID regulations and to
 
verify the reasonableness c¢ the contract cost.
 

D. 	 AID Componentry Requirements:
 

3.09 	All comodities procured with the additional funds to be provided
in this amendment will comply with standard AID componentry rules,
i.e. each "carrdity" must - to qualify for AID funding - contain 
at least 50 percent (on a cost basis) U.S. source/origin components.
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3.10 	 To satisfy AID's componentry rules, it is anticipated that each: 
turnkey contract will identify the major items of equipnent and 
services. Each contract will have an appendix, listing the 
commodities. The contract shall state that AID's camponentry rules 
will apply separately to each item of major equipment or service. 

E. 	 Implementation Schedule:
 
3.11 	 The project was authorized by AID/W on March 29, 1982. 

3;12 	 The Project Grant Agreement was executed by representatives of the 
government of the United States and the Arab Republic of Egypt on 
April 	12, 1982.
 

3.13 	On August 23, 1982, the Conitions Precedent to Disbursement were
 
satisfied.
 

3.14 	 The contract for the turbine runner replacement was signed on June 
3, 1982 and funds were obligated on August 23, 1982. 

3.15 	A Participating Agency Services Agreement for BUPBC engineering
 
advisory services was signed on September 7, 1982.
 

3.16 	The design of the hydro-turbine runners was approved inOctober,
 
1982 and fabrication of the runners began. 

3.17 	Hydroturbine-generators 9 and 10 were removed from service in 
February, 1985 for runner replacement. The replacement was 
completed and the units returned to operation in May, 1986. 

3.18 	Hydroturbine-qenerators 1 arn 2 were removed from service in
 
Novembr, 1986 for runner replacement. Thie replacement is expected
 
to be campleted and the units returned to service in mid August, 
1987. 

3.19 	 The contract for the 500KV protective relay system replacement was 
signed on Iay 25, 1987. Replacement should be ccmpleted by early
 
1990, 	 33 months fram the effective date of the contract. 

3.20 	 By late Aucust, 1987 the Second Amendment to the Project 
Authorization is expected to be approved.
 

3.21 	 By September 30, 1987 the Second Amendment to the Project Grant 
Agreement should be executed by representatives of the governments 
of the United States and the Arab Republic of Egypt. 
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3.22 	 By November 30, 1987 all Requirements Precedent to Disbursement for 
funds being added to the project contained in the Second Amendment 
to the Grant Agreement should be satisfied by the GOE and the 
additional funds could be available for project commitnents. 

3.23 	By January 1989 the contract for the replacement of the 500KV 
circuit breakers will be signed. 

3.24 	By March 1.989 two contracts for the replacement and upgrading of 
iistrumentation will be signed. 

3.25 	 By December 1989 the contract for the rehabilitation of the trash 
racks and gaues will be signed. 

3.2.6 	 By December 31, 199] it is anticipated that all replacement and 
rehabilitation work will have been ccmpleted and EEA will have 
provided provisional acceptance of the new equipment or 
rehabilitated facilities. 

3.27 Py April 12, 1992 all goods and services provided under the project 
will be complete. 

3.28 By January 12,1993 final payments would be made to all contractors. 

F. AID Financing Procedures: 

3.29 Tle U.S. dollar cczts for procurements of services and materials 
financed by this Grant anendment will be financed by Direct Letters 
of Comnitment (L/Coun). The BUREC has been financed by a 
Participating Agency Service Agreement (PAA). This PASA will be 
amended for the circuit breaker ard instrumentation replacement and 
gate rehabilitation. Upon receipt of executed contracts, 
acceptable to AID, and a reouest from EM to issue Letters of 
Cammi-nent, AID will issue Direct L/Comn to the contractors. EEA 
will issue appropriate Egyptian Pound Letters of Credit. 

G. Terminal Dates: 

3.30 Reouirements Precedent. The terminal date for meeting the 
Requirements Precedent to th Disbursement for the additional funds 
provided by this agreement will be 60 days from the signing of the 
Second Amendment to the Grant Agreement. 

3.31 Project Assistance Comoletion Date. 
completion date is April 12, 1992 

The project assistance 

3.32 Terminal Disbursement Date. The terminal disbursement date will be 
January 12, 1993, nine months after completion of all services, to 
allow for final payments. 
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H-	 Monitoring and Evaluation:
 

3.33 	The monitoring and evaluation plans contained in Section IX of the
 

January 1982 Project Paper have been implemented. These plans have
 

been modified to a minor extent to reflect the actual
 
implementation.
 

3.34 	 Throughou, the life of the project, the BURd will monitor the
 

project, bringing all the routine problems, together with
 

recomnendcd solutions, to the attention of EEA and USAID in the 
form of monthly progress reports. Each contractor will su:Aiit 
monthly progress reports stating progress conformance with the 
project schedule. During construction, frequent progress review 
sessions will be held with EEA and the BUREC to closely monitor 
project progress. Nore serious problems, those requiring immediate
 
action, will ba monitored by members of the USAID Project Coamittee 
through frequent and timely visits t.o the project sites and 
meetings with =-A principals and site personnel.
 

3.35 	 It is anticipated that all project evaluation activities will be
 

carried out as an integral and regular part of the Mission's
 

ongoing monitoring and management activities described above.
 

Project implemTentation will follow normallyj accepted management and 

evaluation practices currently being used worldwide for 
engineerinjand construction projects of a similar nature and size. 

D:ecution of these procedures should adequately assure an early 

identification of implementation problems and timely management 
actions to make necessary design changes arK] achieve the project
 

purpose. 1,o special evaluations or studies requiring the use of 

project funds are comtemplated at this time. 

3.36 	The engineering advisor and contractor progress reports, discussed
 

above, should provide useful information on the provision of inputs 

and outpots and for measuring purpose &nd goal level achievement. 
In addition, the progress review meetings should permit =.A and 

USAID to carefully examine contractor progress and campare actual 
progress against anticipated progress. In this manner, any delays 
from the planned schedule should be quickly identified, possible 
impacts discussed and solution approaches explored. At least once 
every six months it is expected that senior level officials from 
EEA, BURC (EEA's engineering advisor) the various contractor firms 

and USAID will meet to review overall pLogress and discuss major 
implementation problems.
 

I. 	 Audit: 

3.37 	Funds in the amount of $100,000 have been provided for an externil
 
audit of cost reimbursable Host Country contracts if needed.
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Wt, M UL .AN7LYSIS 

A. 	 General: 

4.01 	 The Aswan High Dam and Hydroelectric Power Station complex is
 
located in the Aswan Governorate, some 16km south of the city of

Aswan an2 approxiimately 6kn south of the first catract 
of the Nile 
River. The hydro camplex includes the dam, emergency spillway on
the west bank, and water passing structures and power station on 
the east banh. 

B. 	 Circuit Breakers, Instrumentation: 

4.02 	 The present 500hV air-blast circuit breakers at the High Dam

substation w-re designed and manufactured in the early 1960's and
 
are 
now obsolete. Te design of the operating mechanism results ininherently slow operation in opening to isolate faulty equipment

ajd therefore restricts the amount of power that can be transferred 
over the transmission lines from Aswan to Cairo. Spare parts are 
no longer available to maintain the circuit breakers in useable
conition. Circuit breakers available for use in the electric 
utility industry utilize operating mechani~ms with much faster
operating timres and1 utilize sulfur hexafloride (SF-6) gas for 
insulation of the mechanism that interrupts the flow of 
electricity. These SF-6 circuit breakers are the predominate type
of switching utilized on very high voltage transmission system
throughout tie world. 

4.03 	 The instrumentation at the High Dan Hydroelectric Power Station
utilizes electro-mechanica. devices manufactured in the early
1960's, many of which were obsolete vfien installed or are now
obsolete. 'umerous devices are either inoperable art spare parts 
are no loncJer available or require continual maintenance to
maintain their accuracy. In some_ instances, instrumentation 
essential for proper management of the staticn facilities was not
provided. The instrtentation to be installed will be a mix of
digital an analog devices which will facilitate the observation,
by operating staff, of information being presented and provide

sufficient information from which operating decisions may be made. 

4.04 	 A more detailed discussion of the circuit breaker, instrumentation,
turbine runner and protective relaying problems are presented in 
Section IV of the January, 1982 Project Paper.
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C. Description of the Intake and Discharge Barriers (Gates); 

4.05 There are four different barriers that comprise each units hydraulic
barrier system. These structures, in the order of water passage, are 
descriled below: 

4.06 Three barriers are mounted in the intake structure: 

a. Trash racks:
 

The trash racks, installed in vertical slots in the intake 
trashrack structures, consist of verti.cal bars overlaying a 
frame, with a spacing of 200mn which forms a large screen
 
designed to prevent the entry of large water borne oversize
 
trash. Each trash rack is 34.6 meters in height, 10.5 meters
 
wide ar3 is composed of 5 screen units, each 6 meters high which 
are stacked one abzve the other, ard a top unit 4.2 meters high
(see Annex G, page 1 of 4). Tlere are two trash racks r-r inlet 
for a total of 12 trash racks and two spare trash racks. The 
trash racks are suspended from the operating level of the intake 
structure by a 28 meter long hanger consisting of 4 segments 
connected by coupling pins. Each assaTbled trash rack weighs 100 
tons. T1hese trash racks are assembled, lowered and raised by a 
125 ton gantry cran2 on the intake structure operating level. 
Guides on the sides of the trash rack provide lateral guidance
for the trash rack as it is being lowered into the trash rack 
slots on the intake structure. 

b. Intake Maintenance (Pepair) Gates 

The intake maintenance gates are reinforced and braced steel 
plates that are lowered into position to seal the intake tunnel 
after w,.ater flow has been stopped. Wh4jile the gates are designed
for a head of 59 meters, they are not designed to interrupt water 
flow.
 

Each Maintenance Gate when assembled is 24.79 meters high, 5.6 
meters wide and 1.07 meters in depth and is composed of three 3.3 
meter sections, three 3.8 meter sections and a top section 3.49 
meters high which dre stacked, one above the other, as they are 
being loered into position (see Annex G, page 3 of 4). When 
fully assembled, the gate weighs 123 hons. There are two gates 
per inlet tunnel. The gates are suspended from the operating
level of the intake structure by a 37 meter long hanger 
consisting of 5 segments connected by coupling pins. These gates 
are assembled, lovred and raised by the 125 ton gantry crane on 
the intake structure operating level. Guides in the sides of the 
gate provide lateral guidance for the gate as it is being lowcrcd 
into its gate slot. Rubber seals are mounted like a picture frame 
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on the intake tunnel side of gate and bear against m3tal seats 
which surround the intake tunnel entrance and between mating
sections of the gates. Since these gates are used only during
unit or tunnel maintenance, there are only 24 sections,
 
sufficient for 1.5 tunnels. Ten hcurs are required to assembly

the stacked gate sections and lower into place.
 

c. Emergency/Operating Main Gates: 

The emergency/operating gates are reinforced and braced steel box
plate barriers with fixed wheels that are lowered either 
electrically in 13 minutes or by gravity in six minutes to seal 
the water intake for their respective intake tunnel. These gates 
are provided for emergency closure of the intake in ofcase 
damage to the intake tunnels or turbine wicket gates, and also tc 
permit unwatering of the intake tunnels for inspection ard 

.maintenance. Normally, the gates will close only after flow
through the intake has been stopped by closing the hydroturbine
wicket gates. However, in an emergency the gate may be closed 
with water, at full reservoir head (59 meters), flowing through
the intake tunnel at 92,000 gallors/second (346 cubic 
meters/second). 

Each gate, weighing 231 tons, is 20.4 meters high, and is
composed of six 3.4 meter high sections 5.25 meters wide and 0.95 
meters thick which are stacked one atove the other, forming the 
gate 20.4 meters high (see Annex G, page 2 of 4). There twoare 
gates for each intake tunnel plus twio spare emergency gates. Thbe 
gates are suspend]ed from their 300 ton motor driven cable lifting
winches, located on the operating level of the intiake structure,
by a 10 meter long hanger. %lve (12) wheels on each side ot 
the gates carry the waterload to the tracks embdded in the 
intake gate slots. Guides on the .;heels provide lateral guidance
for the gate. RubbMr seals are mounted like a picture frame on 
the intake tunnel side of the gate and bear against metal seats 
which surround the intake tunnel opening. Seals are also 
mounted between mating sections of the gate. 

4.07 A single barrier is mounted in the discharge structure: 

Discharge Maintenance Gates (Stop Logs): 

The intake Maintenance Gates are reinforced and braced steel plates
that are loi&red into position to seal the intake tunnel. after water 
flow has been stopped in the event that it is necessary to unwater
the intake tunnels for inspection and maintenance of either equiTent 
or structures. While the gates are designed for a head of 26 meters,
they are not designed to interrupt water flow. Each gate cons sts 
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of a number of sections, each 4.65 meters high, 9.6 meters wide and
 
1.2 meters in depth, which are stacked, one above the other, as they 
are lowered into position (see Annex G, page , of 4). A gate to 
cover only a draft tube contains 2 sections. A gate to cover a 
single unit draft tube and the by pass tunnel contains 6 sections.
 
To seal both draft tubes and the by pass tunnel, a total of eight
 
sections are required, ore gate 8 meters high and the other gate 24
 
meters high. The gates are assembled, lowered and raised by a 75 ton 
gantry crane on the discharge structure operating level.. Guides on 
the sides of the gate provide lateral guidance for the gate as it is 
being lowred into its gate slot. Rubber seals are mounted between 
the mating gate sections and around the circumference of the inside 
surface of the gate. Since these gates are used only duriiig unit or 
tunnel maintenance, M-A has only 12 gate sections, sufficient for
 
only 1.5 units. 

4.08 	 A 125 ton gantry crane is installed on rails on top of the intake 
structure and is used for the installation and maintenance of the 
trash racks, maintenance and emergency gates. A 75 ton g.ntncry crane 
is installed on rails on top of the discharge structure and is used 
for the installation and maintenance of the maintenance gates. Both 
cranes are outdoor, cab-operated, electric gantry cranes with a 
trolley supporting the hoists. 

D. 	 The Gate Problcm: 

4.09 	 Runner maintenance over the past several years (1981 - 1984) and 
runner replacement which began in 1985 have required operation of the 
numerous hydraulic barriers (gates) which control the flow of water 
through the intake tunnels and discharge tunnels. 

4.10 	 The trash racks and gates are badly corroded as a result of operating 
procedures to rmove algae from the gates and trash from the racks. 
This cleaning has removed the protective coating which was of low 
quality. LJA did not have paint to withstand Lmersion. The 
emergency and maintenance gate rubber gaskets are deteriorated anYJ do 
not seal when the gates are in place. Many aemrgency (main) gate 
guide weel bearings are worn and do not provide lateral positioning 
of the gate. A number of the 300 ton cable winch mechanis bearings 
are frozen and many of the pulleys on the cable lowering mechanism 
are frozen to their shafts. The embedded channels, and guides rails, 
which guide the gates into position, are believed to be deteriorated 
and in the past have caused gates to jam when being raised or 
lowered. Many of the sealing surfaces upon which the rubber gaskets 
seat may be corroded preventing an effective seal. 

E. 	 Solution to the Gate Problem:
 

4.11 	 An underwater inspection by television or by diver will be required 
to ascertain the full extent of repairs to the embedded channels and 
guide rails that will be required to assure reliable operation of the 
gates and sealing of the tunnel openings. The 125 ton gantry crane 
will be inspzected, serviced as required and tested for full capacity 
operation prior to use. The twelve (12) 300 ton cable winches and 
lowering richanisms will be dismantled; bearings, gears, bushings and 
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other moving parts will be cleaned and machined as required or 
replaced and then reassembled. The fixed vheel bearings will be 
dismatled, bearings, bushings and other moving parts will be cleaned 
and machined as recquired, then reassembled. The trash racks and 
gates 	will be sand blasted to remove corrosion, structural bracing

will be strengthened by vklding in replacement stiffeners as required

and then coated with a coal tar epoxy paint. The deteriorated seals
 
and seal retaining hardware will be replaced with synthetic seals and 
stainless steel hardware. The trash rack and gate slots will be
 
cleaned and repaired as found to be necessary.
 

F. Training. Proqran: 

4.'12 	 Formal trainiing programs will be conducted as a part of the project.
Foreign exchange costs will be financed fram project funds and local 
costs, including overseas air transportation, will be provided by the 
EEA. The contractors will be responsible for conducting the formal 
training progrmns at the contractor's and/or subcontractor's plants

and wherever possible on the equipnent being supplied.
 

4.13 	 It is presently anticipated that 74 High Dam and EEA staff will 
receive a minimnum of 122 person-mcntis of formal training.
 

a. Fram funds previously authorized for this project:
 

(1)Ten High Drn engineers and technicians were trained for a one
 
month period at the Woodward Governor Canpany plant. This
 
txaining included both theoretical and on-the-job training in the 
design, testing, maintenance and operation of the governor 
equipnent. 

(2)Ten High Darn engineers and technicians %ure trained for a one
 
month period at the llis-ChaLmers Hydro Turbine Division plant.
 
This training included both theoretical and on-the-job training

in runner design, model testing, manufacturing processes,
 
operating and maintenance procedures for the runners and
 
hydro-turbine generators.
 

(3)Twenty EEA engineers and technicians will receive training for a
 
14 week period at the facilities of the contractor providing the
 
protective relaying. This training will cover operation and
 
maintenance procedures for the protective relaying, sequential
 
event tecorders, automatic fault reco:-ders, fault location
 
devices and power line carrier cammunications equipnent being
 
furnished.
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b. 	 Fran funds to be provided under this amendment: 

(1) 	 Ten engineers and technicians will receive training for a one 
month period at the facilities of the circuit breaker 
manufacturer. This training will cover the operation and
 
maintenance of the circuit breakers being furnished. 

(2) 7\.,enty High Dam engineers and technicians will receive training 
for 	a one month period at the facilities of the contractor
 
providing the electrical instrumentation and devices. The 
training will cover the operation and maintenance of the 
electrical equipment and accessories to modernize the stations 
instrum:nntation.
 

(3)Four High Dan engineers and/or technicians will receive one week 
of factory training to be followed by one wAeek of on-site 
training following the ccnpletion of the installation tests for 
the Data Acquisition System. 1he training will cover both 
hardware and software operations, troubleshooting and mintenance 
for the equipmnt being furnished. 

4.14 	 The training programs should result inan operating and maintenance 
staff at the !igh Dam possessing enhanced capabilities to operate and 
maintain the hydro-turbine generators, circuit breakers, relays and 
control instrumentation. 

G. 	 Conc]Lusion: 

4.15 	The rehabilitation and modernization of the High Dam Hydroelectric 
Power Station and associated 500KV tranmission lines will utilize 
technology %tiich is widely and successfully used in the electric 
utility industry. T1he design of the equipnent baing provided and the 
rehabilitation of existing facilities is bsed on this kinowledge and 
experience. Given the many years of EM operating experienoe with 
this hydro generation facility and the 500K1 V transmission system and 
the training bieing provided, [JSUD believes the EPA will continue to 
operate the modernized and upgraded plant and transmission system 
effectively. Accordingly, the project design as amended is 
determined to be technically appropriate and cost effective. 



- 27 -

V. DONOMIC ANALYSIS 

A. 	 Analysis: 

5.01 	The proposed $40 million project amendment provides for the
 
rehabilitation of defective, worn or obsolete equipment and 
facilities needed to assure continued operation of a generating
 
system having a replacement value in excess of $1.9 billion. Under
 
normal water supply conditions, the Aswan High Dam Hydroelectric
Po.er Station produces more than 8 billion KWH per annum. Thus the 
proposed expenditure is dwarfed by the overall importance of the 
dam. 

5.02 	Under these circunstances, it makes little sense to conduct a 
standard econcic analysis of the project. The overwhelming value 
of 8 billion NE'l of electrical energy per year (equivalent to 
nearly c;500 million in revenue per year using the unsubsidized cost 
of fuel) in relation to an oxpan2diture of $40 million wou3-.i lead to 
an inflated relation beti;en benefits and costs, thus serving to 
justify the proposed expenditure. Since the project focuses on the 
rehabilitation and maintenance of existing assets instead of 
supporting the expansion of existing assets, it is not surprising 
that the econanic returns would appear so high - this is because 
rehabilitation and maintenance almost invariably appear justified 
in economic terms. For this reason, econonic analysis is rarely
used to ju .tify such exi nditures. Standard economic analysis
would only be usefully applied to rehabilitation or maintenance 
costs if the benefits to be derived from these expenditures 
appeared so low as to call into question the econonic viability of 
continuing to maintain the productive status of the original 
assets. Since the Asw.an High Dam is a highly productive asset, 
standard cconmic analysis would easily serve to jusitfy 
rehabilitation and maintenance expenditures. 

5.03 	 However, it is mr-portant that the maint-2nance and rehabilitation 
exlenditu-es correspoi-j to the least cost options available. 
Engineering analyses iindicate that, of the various alternatives 
available, those reca.mendod in the technical camponents of this 
document are the least cost alternative. The available 
alternatives range from the total replacement of trash racks, gates
and their embedded car,-onents to the rehabilitation of individual 
gates 	on an as-needed basis. Those alternatives involving

extensive repair or replacement of embedded ccnponents would 
require extensive piling around the intake structure which, in 
turn, 	would call for inordinately high costs for piling

installation as well as implying substantial reductions in 
electric's energy production as the corresponding pair of 
generators are taken out of production. 



- 28 

5.04 	 Similarly, replacement of the slow cperating relays and circuit 
breakers and obsolete instrumentation with state-of-the-art relays 
and circuit breakers and reliable instrumenntation has also been 
found to be a least cost alternative. Since the spare parts for 
the original equipnent are no longer available to EEA, the design 
and fabrication of custcmn par hs of the type an&. quality judged 
necessary to meet any reasonable contingency would riot be cost 
effective. Allowing the equipmient to deteriorate further than has 
already ocurred due to the lack of spare parts would entail -unning 
the risk of extensive system failure in the event that either the 
relays or circuit breakers failed to operate correctly or the 
operators %,Nare misinformed by faulty instrumentation. 

B. 	 Conclusion: 

5.05 	Of all the alternatives available to EFA for rehabilitating the 
High Dam Hydroelectric Power Station, engineering analyses found 
the alternate presented in this document to be the least cost 
solution. Furthermore, since the proposed rehabilitation and 
maintenance exTenditures outlined in this document are vital to the 
continuing usefulness of the huge electricity generation system 
installed at the High Dam, the benefits of the project warrant the 
expenditures.
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FIDW!\CIAL ANTALYSIS 

A. 	 General 

6.01 	 EFA is an operational organization within the Ministry of
 
Electricity and Energy. EEA is bound by certain goverrnnent
 
standards, practices and traditions. 

B. 	 Accountinq System: 

6.02 	 %he GOE applies a Standardized Accounting System (SAS) to all.
 
operations of the government. The SAS is administered by thc
 
Central Auditing Organization together with the Ministry of
 
Finance. The SAS isuniform for all goverrrnent organizations
 
regardless of their function.
 

6.03 	 Thbe capital development (investment) section of the budget is 
prepared through coordination of plans of EA's technical 
departnmnt with the national Five-Year Plan as controlled by the
 
Ministry of Planning. The GOE's approval and inclusion of an EEA 
project in the Five-Year Plan represents the GOE's agreement to 
cczmit funds over the five year period without prescribing specific 
amounts for each year of the plan. 

6.04 	 The operation expense section of the budget is prepared by EEA's 
operating zones. Each zone forecasts operational and maintenance 
expenses which are then assembled into a ccnprehensive operational
plan for the budget year. The Ministry's operational expense
budget is then sutiitted to the Ministry of Finance. 

6.05 	 The investmcnt and operational expense budgets are assembled by the
 
Ministry of Finanace and after determining the impact of the 
oocabined budget on the national econcmy and after making any 
necessary adjusbrents, the budget is suhnitted to the Cabinet for 
further review and approval. 

C. 	 .Project Audits Completed: 

6.06 	The Office of the Inspector General for Audit, RIG/A/Cairo, has 
performed two functional audits of the Project as part of larger

audits of a number of projects. The objectives of the audits was
 
to:
 

a. 	evaluate the Missions procedures ir,monitoring the GOE's lcal
 
currency and in-kind contributions and assess the adequacy of
 
controls for tihe accounting of local currency and in-kind
 
contributions. 
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b. determine 
equipnent 

how effectively project 
are being utilized. 

financed machinery and 

6.07 The audit of this Project revealed that while the High Dam Power 
Station staff had established detailed accounting records for 
project expenditures involving AID funds as well as local currency, 
there was no monitoring system to insure that the GOE's local 
currency and in-kind contributions were being made. The aucit of 
the project showed that equipment and machinery financed by AID was 
being used effectively. 

6.08 The Grant Agreement Amendment will contain a Requirement Precedent 
to'Disbursoment requiring that EEA establish and maintain 
accounting records of local currency and in-kind contributions to 
the Project. The Grant Agreement Amendment will also contain a 
Covenent that EMA will provide to USAID, quarterly, copies of the 
accounting records on local currency and in-kind contributions. 

D. Assessment of EPA Contracting and Voucher ExYamination Capabilities: 

6.09 The Financial Management Division (1T1/FA) have completed an 
assess-went of E-A's contracting and voucher examination 
capabilities. Their assessment has found that throughout the 
implementation of the Project EaA has performed mel1 in: the review 
of project designs, contract documents and IED's; approval and 
award of contracts; overall managcment of contractor performance. 
The strengthis of EYPA's contracting and voucher examination system 
are good segregation of duties, good documentation of decisions and 
a thorough system of approvals. These same strengths however, 
sametimes contribute to slowness and delays in contractinq 
actions. Based on FM/,FA's review and UEAkID's extensive prior 
experience with Em's contracting capabilities, it is our opinion 
that EEA's contracting capabilities and voucher examination 
procedures are satisfactory. It is our opinion that EPA is well 
equipped to undertake the additional activities proposed ty this 
Project Amendment. 

E. Audit Coverae: 

6.10 Funds provided by this project will be used to finance a cost 
reimbursable PASA with the BURC and five lump sum, fixed price 
Host Country contracts with U.S. firms. These contracts are 
summarized in Table VI-I. 



TABLE VI-1 

.Asessment of The Rehabilitation and mdernization of the As'an Hich Dan Hydroelectric Power Station Project 
Methods of I7.Dleentation and Financine 

In acco:-lance with the requirements of the Sixteen Payment Verification Policy Statements the following table illustrates the methods of irplementatiand financing for AID funds as planned in the Rehabilitation and Modernizaticn of the A--,;an High Dan Hydroelectric Power Station Project Paper. 

ACTIVITY 
=IHOD OF 

I-L' NTATIo 
TIpe_ of 
Contract 

FM"dCv OF 
FINANCING 

APPR.OXINATE 

CX)ST (SOGO) 
1C OR AID 

GJINRACT 
HOST COUNTRY IhPLEM"--TING 

AGENCY 

1. Engineering Advisory Services 
2. Inner Replacement 

PASA Fixed rate 
Host Country Contract Lu--p Sum 

Direct Payment 

Direct L/Co:-I 

S 7,800* 

S 81,000"** 
AID 

HC EEA 
3. Relay Replacement 

4. Circuit Breaker Replacement 

Host Country Contract LIp Sum 
Host Country Contract, Lu,7p SL-n 

Direct L/Conrn 

Direct L/Corn 

S 14,000' 

9,900" 

HC 

HC 

EEA 

EEA 
5. Instru rentat4.on Replacement 
6. Gate Rehabilitation 

Host Country Contract Dznp Sum 
Host Country Contract Lup Sum 

Direct L/Corm 
Direct *t/Corm 

S 7,500k 

$ 19,700 * " 
HC 

HC 
EEA 

EEA 
7. Audit AID Direct Fixed Price Direct Payment S 100** AID 

* Partial funding from funds added by this amendment
 
** Fully funded from funds added by this amendcknnt 

** Fully funded from previous obligations 

The justification for using Direct L/Coerns is that the host country does not have the financial resources to make payment and seek daily reimbursement 
krom AID. 
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6.11 	Since four of these contracts are lump sum, competitively bid, fixed
 
price contracts, they are not subject to audit of costs except for
 
any cost-reimbursable items. The fifth contract for runner
 
replacement was a negotiated contract and issubject to audit of
 
costs. All contracts however, are subject to audit for compliance 
with other AID regulations and therefore a small amount of audit 
funds are allocated for this purpose. The project will also utilize 
engineering advisory services provided by the BUREC under a PASA 
which is not subject to audit. The Project Paper's budget includes 
approximately $100,000 to cover the estimated auditing costs of these 
contracts. Audit funds budgeted by activity are s-nmarized in Table 
VI-2.
 

TABLE 	VI-2 

UTMIIZATQ(X OF AUDIT FUNDS 
Audit
 

NuLmber of Type_ of Estimated Contract Funds 
Activity Contracts Contract Amount* (Thousands) Budgeted 

Rnner Replacement 1 HC-FP $81,000 $40,000 
Relay Replacement 1 HC-FP $14,000 $20,000 
Breaker Replacement 1 lC-FP $10,000 $10,000 
Instrument Replacement 2 HC-FP $ 8,000 $10,000 
Gate Rehabilitation 1 HC-FP $19,000 $20,000 

* Contilh:'n9 y fund distributed over all contracts 

F. 	 Sources of Project Funding:
 

6.12 	The sources of Project financing previously approved and to be
 
authorized by this amendment are summarized in Table VI-3. 

TABLE 	 VI-3 

SXMMES OF PROJCT 
(U.S. $ an-d LE -

1982 Authorization 

FINAVZI1. 
Millions) 

To Be Authorized TOTAL 

us $ LEBu S; LE us$ LE 

Estimate Cost 100.0 20.2 40.0 6.0 140.0 26.2 

Funds Provided 
AID 100.0 40.0 140.0 
EEA 20.2 -6.0 26.2 

Total 	 100.0 20.2 40.0 6.0 140.0 26.2 
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6.13 	 The U.S. dollar cost of the project will be provided to th'je GOE as
 
a Grant with the amount reloaned to the EEA. 
 The Grant Agreement
Amendment will contain a Requirement Precedent to Disbursement
requiring that the funds made available by AID to the GOE will be 
loaned to the EEA. 

6.14 	 The Grant Agreement lamndment will contain a Requirement*Precedent
to Disbursement requiring evidence that local currency financingfor the amended project has been budgeted by the GOE and will be 
available for expenditure by EIA on the project. 

G, 	 Utilization of Project Fhnds: 

6.15 	 The proposed $40 million AID grant together with the funds
 
previously obJicated 1982
in and 1986, 	 will be used to financeadditional engineering advisory services, replacement of major
items of ecquip-, ent (includirng spare parts) rehabilitation of majorplant facilities and contingencies required to complete the project. 

6.16 	 The utilization of Project tunds is summarized in Table VI-4 

TABLE VI-4 -

UTILIZATION OF AID FUhNMS 
(US $ - Million) 

Previously To Be 
Obligated Obliqated TOTAL 

Engineerir.g Advisory Services $ 5.7 $ 2.1 $ 7.8Runner Replacex,,ent $ 80.9 $ 80.9Relay 	Replacement $ 12.8 	  $ 12.8Circuit Breaker Replacement 
 -	 $ 8.5 $ 8.5
Instrui:ent Replacement $ 4.8 $ 4.8Gate Rehabilitation $15.0 $ 15.0Contract Audit $ 0.1 $ 0.1Contingency $0.6 $ 9.5 $ 10.1 

Total 	 $100.0 $40.0 
 $140.0
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H. 	 Disbursement Period:
 

6.17 	Disbursement of the additional $40 million in AID funds for
 
engineering advisory services, replacement of equipment and
 
rehabilitation of facilities will extend over five years from the
 
GOE's satisfaction of the Requirements Precedent until the
 
completion of replacement and rehabilitation of the plant. The
 
estimated disbursements over the implementation period are
 
summarized in Table VI-5 below:
 

TABLE VI-5 

DISBURSEMENT SC DULE 

(U.S. $ - Millions) 

Year 	 Disbursement
 

1988 	 $ 0.6
 
1989 	 $7.8 
1990 	 $19.4
 
1991 $ 9.7 
1992 $2.5 

Total $40.0
 



- 35 -

VII. SOCIAL ANALYSIS 

A. 	 Socio/cultural Feasibility: 

7.01 	 The social and cultural impacts of the project, while limited will'however be positive due to the potential reduction in equipmentfailure caused by defectivc znd obsulete generating facilities.Equipment failure would have far reaching direct and indirect
 
effects on all classes of electricity users since these failures
would 	result in interruption inelectricity supply. 
This project

will indirectly result in the conservation of fuel and also relieve
other 	 obsolete generating facilities which are equally susceptibleto failure. Of course, EMA is
an operating utility and will usesufficient genierating capacity to meet the demands of its customers. 

7.02 	As indicated in the January 1982 Project Papor, the most

significant social impact of the project will result from

preserving and extending the useful generating life of the majorpower station in Egypt which consumes no fu-). and releases nopollutants since it harnesses the waters of the Nile asRiver they,are being released frca storage in Lake Nasser to meet theirrigation requirements of Egypt. Consequently, the project willpresent no social disruption to the surrounding camnunities. 

B. 	 Spread Effects: 

7.03 	The equipnent being installed under the project is standard
equipment, based on current technology, and found in many modern
hydroelectric power stations and on modern high voltagetransmission netw-orks. Techniques being utilized to rehabilitate...
the existing facilities are based on sound engineering and provenmaterials. EA's 	staff at the plant have successfully operatedmaintained the station for 20 years and training which will be 

and 

provided will build upon already existing knoledge and skills. 

7.04 	 The replacement of equipnent and rehabilitation of facilities will.not require an expansion of the maintenance staff. Selected
members of the maintenance staff will be trained to service 
modern equipment and protective relay systmes. 

the 

C. 	 Benefit Incidence:
 

7.05 	As indicated in the January 1982 Project Pape:-, the project willattempt to maximize the use of the Egyptian later force in bothskilled and unskilled areas. EA is seconding some 130 powerstation employees to work for the Egyptian subcontractor, undersupervision of Voith, to carryout the replacement of the turbine 
runners an rehabilitation of the generators and water passaqes.
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These employees are developing and sharpe-ing their skills and will 
continue for many years to provide EMA and the power station with 
high quality workmanship. The use of the seconded EEA staff has 
not required moving people from one area to another and as a result 
of incentive bonuses paid by the subcontractor, will enhiance the 
economy of Aswan. A small number of technicians, necessary for the 
replacement of circuit Oreakers and protective relaying, will be 
assigned flom Cairo. 

7.05 	 E=A will not increase the current level of operating and
 
maintenance staff at the High Dam or in its transmission protection 
group.
 

7.06 	 To the extent this project contributes to the continuity and 
efficiency of energy service to customers it will benefit all 
persons utilizing electrical energy from Egypt's Unified Power 
System. 

D. 	 Conclusion:
 

7.'07 	 The design of the project as amended is compatible with the 
sociocultural environment in which it is to be introduced. The 
project should cause an adequate introduction in Egypt of modern 
hydroturbine design and manufacturing technology and modern power 
system protection procedures and techniques and the enhancement of 
construction skills to the EEA staff which should result in direct 
and indirect benefits being distributed throughout Egypt. 
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VIII. 	 E2NIR=M TAL ANALYSIS 

A. Background: 

8.01 	The construction of the Aswan High Dam was politically
motivated, and enviroroental studies were not conducted duringNasser's time. Now, a number of adverse enviror.mental impactsare a 	matter of record. The Aswan High Dam has long been citedby environmentalists as an example of an enviropmental
disaster. Unanticipated impacts of the dam include: 
 killing

of the sardine industry, the phenomenal growth of the waterhyacinth w:eed, foundations damaged by high groundwater tables,

-and incrteasingly saline agricultural lands. 

B. Anticipated Benefits: 

8.02 The Aswan High Dam was designed for flood control and powergeneration. 
Benefits originally anticipated uverQ: increased

perennial irrigation of farmland, reclamation of desert land,
and increased hydroelectric power. AID-financed project
activities are rehabilitating the Aswan High Dam Hydroelectric
Pow r Station with the main benefits being improved efficiency
and thus greater energy output. 

C. Environmental Issues: 

8.03 	 In spite of a number of adverse environmental impactsassociated with the construction of the High Dam, it remains a source of national pride and it is generally accepted tlat thobenefits from the High Dam far out.wigh any adverse impacts.The proposed activities will not alter the general nature ofthe High Dam and will not introduce any new environmental 
issues.
 

D. Recommended Envirormental Plan of Ac-tion: 

8.04 	 The High Dam was completed in 1970. Its impact on the
environment is well known and 
 have, 	 in beenrecent years, thesubject of numerous discussions and evaluations. No additionalenviro mental studies are proposed as part of this project
amend.nent. 

E. Environmental Clearances: 

8.05 	 Thie Bureau Environmental Coordinator has previously reviewedthe project as proposed in the original Project Paper anddetermined that the proposed activities will not havesignificant adverse impacts on the environment. The MissionEnvirolmental Officer has reviewed the Project Paper Amendmentand has concluded that no additional environmental actions are 
necessary.
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IX. bANGEAL/AIl41NISTMATIVE ANYSIS 

A. 	 Organizaton:
 

9.01 	 With the formation of the Ministry of Electricity and Energy (MEE)
in 1964, all individual electric generating faciliti'es were 
consolidated into a single state - ovmed and controlled 
organization. The Egyptian Electricity Authority (EEA) is the 
operating authority for the MEE responsible for the planning,.
construction, operation and maintenance of the nations Unified
 
Power Syster (UPS), the bulk power supply and transmission system. 

9.02 	 EFA is organizationally divided into five administrative and five 
operational zones. EEA's Upper Egypt Zone (which includes the 
Aswan geographic area) has been effectively managing, for more than
 
20 years, the operation and maintenance of a complex syst.m of
 
generation and transmission facilities along the Nile River valley

composod of: 2,825>,-I of installed generating capacity (three
hydroelectric po.er stations with a total installed capacity of 
2,715 l,4, and t\wo thermal po.e.r stations with a total installed
capacity ii0.;), 3,964 M4, of transmission lines, (1,576 1. of 
transmission lines operating at 5001V, 164 101 of transmission lines
 
operating at 2201,V and 2,224 1I1 transmission lines operating at 
132KV); and 5,517 vIA of transformer capacity (3280 MVA at 500KV, 
25 IVA at 2201,") and 2012 MVA at 132KV). The Upper Egypt Zone 

employes more than 7,700 Egyptians, of which 73 percent are 
technially trained to operate and maintain these facilities, eight
percent have technical degrees and eight percent have 
administrative degrees. The remaining 11 percent are service 
employees. 

B. 	 EM' Project 1anaqement: 

9.03 	 Tie large majority of the EDA staff, assigned to the High Dam 
Hiydroelectric Pover Station, have been assigned or associated with 
the station since the time of its construction in the early 1960's. 

9.04 	 EEA has established a Project team in Aswan to manage the 
runner
 
replacement. The teamr 
 who report directly to the President of the 
Upper Egypt Zone, have authority to make day-to-day decisions and 
provide necessary approvals. EEA has also established a Project
team in Cairo to manage the 500KV protective relay replacement.
This team will report directly to the Deputy Chairman-Operations of
EEA with authority to make day-to-day decisions and provide 
necessary approvals. We anticipate that EFA will establish new 
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teams or expand these existing teams who will report to the senior 
management of EFA and who will authorize to make decisions and 
provide approvals for day-to-day situations. Broader project
issues are submitted to a High Committee for the High Dam chaired 
by the Deputy Chairman - Operations. 

C. 	 Operation and Maintenance of the Power Station: 

9.05 	The High Dam Hydroelectric Power Station is adequately staffed and 
trained to operate and maintain the plant. Th.- rehabilitation of
the plant will introduce new equip nent and instrumentation which,
while similar to the equipment and instrumentation being replaced,
will require training in its operation and maintenance. This
training will be provided in the United States and/or Egypt. The 
EEA staff has completed training programs on the replacement 
runners and governors. Training for the balance of equipment and
instrumentation will be included in the respective contracts. EEA 
will be required through a covenant, to co-.ence training on new
equipment and instrumentation sufficiently in advance of its 
installation and check-out so that the EFA staff will be
knowledgeable and can participate in the checkout and start-up of 
the new equilirent and instrumentation. 

9.06 	 Each contractors' start-up staff will be required remain theto at
site for Lhe duration of the start-up period until the replacement
 
runners, relaying, circuit breakers and instrumentation has been 
accepted by EM. 

D. 	 USAID: 

9.07 	 The Power Systems Group within the Office of Urban Administration 
and Development, Eevelopnent Resources Division (DIVU. D) has
monitoring responsibilities for USAID. T1his Group has been and is 
respo:isible for iinplementation of this project and other projects
in te electrical sector ard has developed an excellant working
relationship with KE-'s Project Staff in Aswan ar Cairo and with
all levels of EIiA senior management. The assigned personnel are
experienced in the design, construction, operation and maintenance
of electric power systems and the management and administration of 
electric utilities and should provide sufficient &TI) monitoring
 
support for the project. 
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E.- Conclusion. 

9.08 EEA and the staff of the High Dam Hydroelctric Power Station 
already have many years of extensive and successful experience in 
the operation and maintenance of the hydroelectric station and 
500KV transinission system in particular and in operation and 
maintenance 
buildinj on 

of bulk power systems in general. 
this expertise. In addition, ETA 

This project is 
has demonstrated a 

capability to effectively manage and implement equally or !,oe 
ccmplex construction ark' rehabilitation projects. At the same 
time, the available DP/UAD staff is sufficient to provide the 
necessary AID monitoring support. Accordingly the project, as 
originally designed and now being amended, appears to be 
administratively sound. 
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X. RECOMMENDATIONS 

A. Funding: 

10.01 All Requirements (Conditions) Precedent and Covenants contained in
the original Project Paper have been accepted by the GOB and
incorporated into the Grant Agreement. 
Subject to the following

additional Requirements Precedent, we recommend that AID's Grant to
the GOE be increased from $100 million to $140 million, an increase
 
of $40 million.
 

10.02 We further recommended that the Government of Egypt lend the funds 
to the EgyptiEn Electricity Authority.

10.03 Procurement of all gocods and services financed by AID will have
 

their ,:ource, origin and nationality in the United States.
 

B. Requirements Precedent to Disbursement:
 

10.04 We recommend that the project Euthorization include the following
 
Requireiments Precedent to disbursement:
 

a. Prior to disbursement of funds provided by the Second
Amendment to the Grant Agreement, or to the issuance by A.I.D.
of docuiientation pursuant to which funds shall be disbursed,
the Grantee shall, except as A.I.D. may otherwise agree in
writing, furnish to A.I.D., 
in form and substance satisfactory
 
to AID:
 

i. Evidence that the proceeds of Second Amendment funds

have been lent by the Grantee to the Egyptian
Electricity Authority (EEA) on terTs and conditions 
acceptable to the Grantee and EBA, and for the p !rpose

of financing foreign exchange costs under the Project;
 

ii. Evident e that the additional local currency
financing for the project, necessary to carry out the
Second Amendment, has been budgeted by the Grantee and
will be available for expenditure by BEA pursuant to acost estimate made by the engineering advisor and
 
approved by EEA; and
 

iii. Evidence that accounting records of local currency

and in-kind contributions to the Project are being

maintained by the LEA.
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b. Prior to the disbursement of funds for individual
 
construction contracts, or to the issuance by AID of
 
documentation pursuant to which such funds shall be disbursed,
 
the Grantee shall, except as A.I.D. may otherwise agree in
 
writing, furnish to A.I.D., in form and substance satisfactory 
to A.I.D., a statement from the National Investment Bank or
 
similar financial institution evidencing that the funds
 
necessary for the local currency costs of the individual
 
construction contract have been deposited in the Egyptian 
contracting party's account and are available for disbursement,
 
such disbursement being the responsibility of the Egyptian
 
contracting party.
 

10.05 	 Ue recomiend that the terminal date for meeting the Requirements 
Precedent to Disbursement of funds provided by this Grant amendment:
 
be 60 	days from the signing of the Grant Agreement Amendment. 

C. 	 Procurement WaVivers: 

10.06 	We recormend the non-ccpetitive selection of the United States 
Department of Interior, Eureau of Reclcumation (BUPEC) to pr.ovide 
additional engineering advisory services and that EEA be authorized
 
to negotiate an alTencient to the Memorandum of Understanding with 
the BUREC. O1.3 Circular A-76 Waiver document attached as Annex H. 

D. 	 Covenants:
 

10.07 We rec-nPiend that the following new Special Covenants be. 
incorporated in the Grant Agreement Amendment: 

(a)Traininq:
 

EEA will select oeration and maintenance staff for training on
 
the equipment being supplied under the Second Amendment. That 
training will commence sufficiently in advance of the 
equiI:rent's installation and start-up, so that the trained 
personneol will. be on-site, and fully qu-Jified to operate and 
maintain the equipment, when it is in service. 

(b)Pay(n nt of Salary Incentives and Supplements. 

At the present time, tne Project does not provide for salary 
supplement or incentives to employees of the Grantee out of 
Grant funds nr Special Account funds. If, at some future time, 
the parties agree tha Grant proceeds or funds derived from the 
Special Account may be used to pay such supplements and 
incentives, such payments will be made only in accordance with 
muturally agreed guidelines. 

(c)Local Currency and In-Kind Contributions:
 

The Grantee, through EEA, will provide to A.I.D., on a 
quarterly basis, with copies of its accounti:g records on local 
currency and in-tind contributions provided for the Project. 
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ARAB REPUBLIC OF EGYPT
 
MINISTRY 
 .OF PLANNING AND INTERNATIONAL COOPERATION. 

DEPARTMENT FOR ECONOMIC COOPERATION 

IWITH U.S.'A 

(98 Aug. ,1987 

Mr. Marshall D. Brom ' cr.._ 
Director
 
USAID / C 

Dear Mr. Brown: __ .___ __ _ .. .._ _ _... I 
Since the signing of the Grant Agreement in April 1982 which
provided $ 100 million to assist in financing the rehabilitation and
modernization of the High Dam, four of the twelve Francis turbine
runners have been replaced. 
Tho first pair of the new runners have
been in service for more than one year and the second pair ofrunners are presently being readied for service in August. 
As you
are aware, t-he contract for the replacement of the protective
relaying on 
the two 500KV transmission lines between Aswan and Cairo
 

was recently signed.
 

During replacement of the turbine 
runners and investigation of
the protective relay supporting systems, additional equipm'ient
rehabilitation
1 and replacemnnt requirements have been identified.
In addition, ..
,efind it imperative to undertake a vajorreconditionin'j of the trash racks and intake and discharge gates and
operating mechanisms. The gates are badly corroded and the sealingsu[faces are worn to the extent that the gates no longer seal.
result, it is necessary to continuously pump the wate, 
As a
 

from the
'water passages, during periods of maintenance, to prevent flooding
of portions of the station. 
There may even be a question regarding
the reliability of the individual emergency gate operating
mechanisms which lower the gates to interupt water flow, should a
 
turbine governor fail.
 

The current estimate of the foreign exchange costs to completo
the necesary rehabilitation and modernization of the High Dam
Hydroelectric Power Station, including work on the gate system is
4; 140 mil.lion. Grant Aqreement No. 263-0160 provides ; 100 millionthus resulting in a S;40 million shortfall in the presentlyestimated foreign exchange requirement for the project. 

nl
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2"
 

In view of the foregoing, we request your favorable
 
consideration and early approval of our request to amend the Grant
 
Agreement to increase the foreign exchange funding for the project 
by $ 40 million. The Government of Egypt will provide all Erptian 
Pound Requirements. 

Best reyards. 

Sincerely-your,s 

AMR- d-15de1 Salam Zaki 
Administrator.
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SECOND AU04T
 

TO
 

PROJECT AUTHORIZATION
 

Name o. Country: Arab Republic Project Name: Rehabilitation and 
of E2ypt Modernization of the 

Aswan Hiph Dam 
Hydroelectric Power 
Station. 

Project Number: 263-0160
 

Pursuant to Part II,Chapter 4,Sections 532 of the Foreign Assistance 
Act of 1961, as amend ,d,the Rehabilitation and Modernization of the 
Aswan High Dam H)droelectric Power Station Project for the Arab Republic
of Egypt was authorized on March 29, 1982, and that authorization was 
amended on Fcbniary 5, 1986. That authorization, as amended, ishereby 
amended as follows: 

1. 	 The first two numbered paragraphs of the original project 
authorization and the first numbered paragraph of the first 
amendment to that project authorization are hereby deleted and the 
following is substituted therefore:
 

"1.Pursuant to Part II,Chapter 4, Section 532 of the Foreign
 
Assistance Act of 1961, as amended, I hereby authorize the
 
Rehabilitation and Modernization of the Aswan High Dam
 
Hydroelectric Power Station Project (the "Project") for the
 
Arab Republic of Egypt ("the Cooperating Country").
 

(
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The Project involves planned obligations of not to exceed One 
Hundred Fourty Million Dollars ($140,000,000) ingrant funds 
over a ten year period from the date of initial authorization 
in 1982, to help infinancing foreign exchange costs for the 
Project. The planned life of the Project from the date of 
initial obligation (April 12, 1982) is ten years." 

"2.	The Project consists of the supply and relacement of Francis
 

turbine runners, 500KV circuit breakers, protective relaying
 
on the t:'.io 500IN transmission lines between the Hinh Dam Power 
Station and Cairo, control instrumentation and rehabilitation 
of the trash racks and emergency and maintenance gates on the 
intake and discharge tunnels associated with the twelve (12) 
Aswan High Dam hydro turbine generators and the necessary 
related technical assistance during manufacturing along with 
supervision during installation, testing and startup in Egypt."
 

2. Requirm,,ents Precedent to Disbursement of Second Amendment Funds: 

Prior to disbursement of funds provided by the Second Amendment to 
the 	Grant Agreei;ient, or to the issuance by A.I.D. of documentation 
pursuant to which 'such funds shall be disbursed, the Grantee 
shall, except as A.I.D. may otherwise agree inwriting, furnish to 
A.I.D., in form and substance satisfactory to A.I.D.:
 

(1) Evidlence that the proceeds of Second Arendhent funds have 
been lent by the Grantee to the Egptian Electrical Authority 
(EEA), on terms and conditions acceptable to the Grantee and EEA, 
and for the purpose of financing foreign exchange costs under the 
Project;
 

(2) Evidence that the additional local currency financing for the 
Project, necessary to carry out the Second Amcnftent, has been 
budgeted by the Grantee and will be available for expenditure by 
EEA pursuant to a cost estimate made by the engineering advisor 
and approved by EEA; and 

(3) Evidence that accounting records of local currency and
 
in-kind contributions to the Project are being maintained by EEA.
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3. Requirement Precedent to Disbursement for Individual Construction
 
Contracts:
 

Prior to the disbursement of funds for individual construction
 
contracts, or to the issuance by AID of documentation pursuant to
 
which such funds shall be disbursed, the Grantee shall, except as
 
A.I.D. nay otherwise agree in writing, furnish to A.I.D., in form 
and substance satisfactory to A.I.D., a statement from the 
National Investment Bank or similar financial institution 
evidencing that the funds necessary for the local currency costs 
of the individual construction contract have been deposited in the 
Egyptian contracting party's account and are available for 
disbursement, such disbursement being the responsibility of the 
Egyptian contracting party. 

These Requirements Precedent shall be fulfilled within sixty days from
 
the execution of the Grant Agreement Amendment, unless otherwise agreed 
to by AID in writing.
 

4. Covenants:
 

(1) The following new Special Covenants, all to be honored except 
as A.I.D. may otherwise agree in writing are to be added under
 
Article 5:
 

1. Trainino:
 

EBA will select operations and maintenance staff for training
 
on the equirment being supplied under the Second Amendment.
 
That training will comence sufficiently in advance of the
 
equipuent's installation and start-up, so that the trained
 
personnel will b: on-site, and fully qualified to operate and
 
maintain the eguipment, when it is in service.
 

2. Payment of Salary Incentives and Supplements.
 

At the present time, the Project does not provide for salary 
supplement or ince..tives to employees of the Grantee out of 
Grant funds or Special Account funds. If, at some future
 
time, the parties agree tha Grant proceeds or funds derived
 
from the Special Account may be used to pay such supplements
 
and incentives, such payments will be made only in accordance
 
with muturally agreed guidelines.
 

3. Local Currency and In-Kind Contributions:
 

The Grantee, through EEA, will provide A.I.D., on a quarterly
 
basis, with copies of its accounting records on local currency
 
and in-kind contributions provid:J for the Project.
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4. Waivers:
 

For puroses of implementation of the Project, a waiver of
 

competition is hereby approved to permit AID funded
 

non-comptitive procurement by EM of additional engineering
 

advisory services from the BURI3X.
 

Marshall D. Brown 
Director,
 

USAID/Cairo
 

Date
 

Non-Conmetitive Review Bo y,/ 
IS/CS:JDzierwa Date . 

SLA: KO'Donnell Date__ 

IS/CM.T: ]Pichardson Date "____ ._, 

Clrs: -- / 
OD/UAD: Mflasan Date / 

AD/DR: FZobrist Date _/ ;' 

AD/L13L: KO'Donnell - Date 

ADI,: V'liller Date 7 
AD/'PP: JTPatterson - .Date __.__-_

9'(DD:GTaudato -- Date T 



ANNEX C 
Page 1 of 1 

CERTIFICATION PUPRSWW TO 
SECTION 611 (e) OF THE 

FOREIGN ASSISTANCE ACT OF 1961, AS AMEDED 

As Director and Prinipal Officer of 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, I do hereby
 
certify that in my judgement Egypt has both t-he financial 
capability and human reSource capability to effectively maintain 
and utilzc the capital assistance to be provided for the 
rehabilitation and modernization of the High Dam Hydrolectric 
Power Station in Aswan and associated facilities. 

This judgement is based upon general considerations discussed in 
Section IX of the Project Paper to which this certification is 
attached. 

Marshall D. Brown
 
Director
 

Date 
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5C(2) - PROJECT CHECKLIST
 

Listed below are statutory criteria applicable
 
to projects. This section is divided into two
 
parts. Part A includes criteria applicable to
 
all projects. Part B applies to projects funded
 
flont specific sources only: B(l) opplies to all
 
projects funded with Develop:nent Assistance;

B(2) applies to projects funded from Development
 
Assistance loans; and B(3) applies to projects
 
funded from ESF.
 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO
 
DATE? tlAS STANDARD ITEM Yes 
CHECKLIST BEEN REVIEWED FOR 
TIlS PROJECT? Yes 

A. GENERAL CRITERIA FOR PRO,]ECT 

1. 	FY 1987 Continuigjresolution Sec. 523:
 
FAA Sec. (A'7A. DeCcribe how Congress has been notified.
 
authorization and appropriations
 
committees of Senate and House have
 
been o. will be notified concerning
 
the project.
 

2. 	FAA Src. 61)ll_) (LI. Prior to obligation
 
in excess of .500.000, will there be
 
(a) engineering, financial or other plans The necessary planning a.d cost
 
necessary to carry out the assistance, estimate have been c-mpleted.

and (b) a reasonably firm estimate of the
 
cost to the U.S. of the assistance?
 

3. 	FAA Sec. 611(a)(2). If legislative
a'.tion is required within recipient No further legislative action is 
c ,vntry, what is basis for reasonable required. 
, cpectation that such action will be
 
ompleted in time to permit orderly
 

dccomplishment of purpose of the
 
assistance?
 

4. 	'FAA Sec. 6fLb); FY 1987 Continuing
 
Resolutior Sec. 501. if project is for N/A
 
water or water-related land resource
 
construction, have benefits and costs
 
been computed to the extent practicable
 
in accordance with the principles,
 
stand--rds, and procedures established
 
pursuant to the Water Rcsour:ces Planning


Lc:t):2rC r r, r ,'eo ) e"
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5. 	FAA Sec. 6)].Lg_. If project is capital

assistance (e.q., construction), and The Mission Director has so
 
-total U.S. assistance for it will exceed certified. See Aunex C.
 
$1 million, has Mission Director
 
certified and Regional Assistant
 
Administrator taken into consideration
 
the couintry's capability effectively to
 
mainta.n and utilize the project?
 

.6. FAA Sec. 20Q. Is project susceptible to The Project is not susceptable

execution as part of regional or to execution as part of a regional

multilateral project? If so, why is project.
 
project not so exr 'ted? Information and
 
conclusion whether Assistance will
 
encourage regional development programs.
 

7. 	FAA Sec. 601(n). Information and 
 The grant will increase the flcY.

conclusions on \4hther proiects will 
 of intenational trade and ii-.roVe
 
encourage efforts of the country to: technical efficiency of indust.-,

(a) 	increase the flow of international agriculture and comurce, arid 
trade; (b) foster private initiative and foste-r private initiative nd 
competition; (c) encourage development crpet-ition. It will not have 
and use cf cooperatives, credit unions, any app.ircnit effect on encouraging

and savings arid loan associations; cooperative creJit unions and
 
(d) discourage monopolistic practices; 
 savings auid loan associations, nor
 
(e) improve technical efficiency of monoplistic practices, nor frce
 
industry, agriculture and commerce; 
and labor unions.
 
(f) 	strengthen free labor unions.
 

0. 	FAA Sec. 601(b. Information and All funds cxicncled will be for
 
conclusions on how project will encourage gods and services from private

U.S. private trade and investment abroad U.S. concerns.
 
and encourage private U.S. participation
 
in foreign assistai,.e programs (including
 
use of private trade channels and the
 
services of U.S. private enterprise).
 

9. 	FAA Secs. 612(h). 636(b). Describe steps

taken to assure that, to the maximum The.Project Cant Agreement so
 
extent possible, the country is 
 provides and the GeE has certified
 
contributing local currencies to meet the 
that 	all. local currency funds
 
cost of contractual ani other services, required will be provided by GeE.
 
and foreign currencies owned by the U.S.
 
are utilized in lieu of dollars.
 

10. 	FAA Sec. 612(d). Does the U.S. own No
 
excess foreign currency of the country

and, if so, what arrangements have been
 
made for its release?
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11. FY 1987 Continuina Resolution Sec. 521.
 

If assistance is for 
the production of 

any comiiiodity for export, 
is the
 
commodity likely to 
be in surplus on

world markets at the time the resulting

productive capacity becomes operative,

and is such assistance likely to 
cause
 
substantial injury to U.S. producers of

the same, similar or competing commodity?
 

12, FY 1987 Contiuin Resolution Sec. 558
(as interpreted by conference report).

If assistance is for agricultural

development activities 
(specifically, any

testing or breeding feasibility study,

variety improvement or introduction,

consultancy, publication, conference, 
or
 
training), are such activities (a)

specifically and principally designed to
 
increase agricultural exports by the host
 
country to a country other than the
 
United States, where the export would
 
lead to direct competition in that third
 
country with exports of 
a similar
 
commodity grown produced in the United
or 

States, and can the activities reasonably

be expected to cause substantial injury
to U.S. exporters of a similar
 
agricultural commodity; 
or (b) in support

of research that is intended primarily to
 
benefit U.S. producers?
 

13. FY)987 Continuinq Resolution Sec. 559.Will th- assistance (except for programs
in Caribbean Basin Initiative countries

under U.S. Tariff Schedule "Section 807,"

which allows reduced tariffs on articles

assembled abroad from U.S.-made
 
components) be used directly to 
procure

feasibility studies, pref(,,sibility

studies, or 
project profiles of potential

investment in, or 
to assist the
 
establishment of 
facilities specifically

designed for, the manufacture for export

to the United States or to third country

markets in direct competition with U.S.
 
exports, of textiles, apparel, footwear,

handbags, 
flat goods (such as wallets or

coin purses worn on the person), work
 
gloves or 
leather wearing apparel.?
 

N/A
 

N/A
 

N/A
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14. FAA Sec. 118(c). Does the assistance 
comply with the environmental procedures 
set forth in A.I.D. Regulation 16? Does The assistance will conply with 
the assistance place a high priority on all requirements of Peg. 16. 
conservation and sustainable management The assistiuce will not irnpact 
of tropical forests? Specifically, does any way on forest resources. 
the :assistance, to the fullest extent 
feasible: (a) stress the importance of 
conserving and sustainably managing 
forest resources; (b) Eupport activities 
which offur employment and income 
alternatives to those who otherwise 
would cause destruction and loss of 
forests, and help countries identify 
and implement alternatives to colonizing 
forested areas; (c) support training 
programs, educational efforts, and the 
establishment or strengthening of 
institutions to improve forest 
management: (d) help end destructive 
slash-and-burn agriculture by supporting 
stable and produc~ive farming practices;
 
(e) help conserve forests which have not
 
yet been degraded, by helping to increase
 
production un lands already cleared or
 
degraded; (f) conserve forested
 
watershed' and rehabilitate those which 
have been deforested; (g) support
 
trainin~g, research, and other actions
 
which lead to sustainable and more
 
environmentally sound practices for
 
timber harvesting, removal, and
 
processing; (h) support research to
 
expand knowledge of tropical forests
 
and identify alternatives which will
 
prevent forest destruction, loss, or
 
degradation; (i) conserve biological
 
diversity in forest areas by supporting
 
efforts to identify, establish, and
 
maintain a representativ,: network of.
 
!protected tropical forest ecosystems
 
on a worldwide basis, by making the
 
establishment of protected areas a
 
condition of support for activities
 
involving forest clearance or
 
degradation, and by helping to identify
 
tropical forest ecosystems and species
 
in need of protection and establish and
 
maintain appropriate protected areas;
 
(j) seek to increase the awareness of
 

9
 



U.S. government agencies and other donors

of the immediate and long-term value of
tropical forests: and 0) utilize the
 resources and abilities of all relevant
 
U.S. government agencies?
 

15. 	FAA Sec. 1 1I9 ((, _( . Will the 
assistance 
(a) 	support training and

education efforts which improve the

capacity of 
recipient countries to
prevent loss of biological diversity:

(b) 	be provided under 
a long-term

agreement in which the 
recipient country

agrees 
to protect ecosystems or other

wildlife habitats; 
 (c) support efforts
 
to identify and 	 survey ecosystems in 
recipient countries worthy of
protection; or 
(d) 	by any direct or

indirect me'ns significantly degrade
national parl:s 
or similar protected areas
 or introduce exotic plants or 
animals N/A

into such areas?
 

16. 	FAA )2)_J_) . If a Sahel project, has a
determination been made that the host 
governy.ent has an adequate sysem for

accounting for and controlling receipt

and 	expenditure of project funds 
(either
dollars or 
local currency generated N/A

therefrom)?
 

17. 	FY 9 07 Continuing Resolution sec. 532.

fs disbu]rsement of the assistance 
conditioned solely 
on the basis of the

policies of 
any 	multilateral institution? No
 

B. FUNDING CRITERIA FOR PROJECT
 

1. 	Deve)opment Assistance Project Criteria
 

a. 	FAA Secs. l02b)_h1l,i 113, 281(a_.

Describe extent 
to which activity

will (a) effectively involve the poor
in development by extending access 
to
 
economy at 
local level, increasing

labor-intensive production and the 
 N/Ause 	of appropriate technology,
dispersing investmcnt from cities 
to small 
towns and rural areas, and 

31 
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insuring wide participation of the poor
 
in the benefits of development on a
 

sustained basis, using appropriate U.S.
 
institutions; (b) help develop
 
cooperatives, especially by technical
 
assistance, to assist rural and urban
 
poor to help themselves toward better
 
life, and otherwise encourage democratic
 
private and local governmental
 
institutions; (c) support the self-help
 
efforts of developing courtries; (d)
 
proim ote the participation of women in tha
 
national economies of developing
 
countries. and the improvement of women's
 
.status; and (e) utilize and encourage
 
regional cooperation by developing
 
countries.
 

b. 	FAA Secs. 103, _P_3A, 104, 105 106,
 
120-21. Does the project fit the
 
criteria for the source of funds N/A
 
(functional account) being used?
 

c. 	FAA Sec. 107. Is emphasis placed on use
 
of appropriate technology (relatively
 
smaller, cost-saving, labor-using
 
technologies that are generally most
 
appropriate for the small farms, small N/A
 
businesses, and small incomes of the
 
poor)?
 

d. 	FAA Secs._O,1_4(_d). Will the
 
recipient country provide at least
 
25 percent of the costs of the program,
 
project, or activity with respect to whch N/A
 
the assistance is to be furnished (or is
 
the latter cost-sharing requirement being
 
waived for a "relatively least developed"
 
country)?
 

e. 	FAA Sec. 12(_J.. If the activity
 
attempts to increase the institutional
 
capabilities of private organizations or
 
the government Gf the country, or if it
 
attempts to stimiulate scientific and N/A
 
technological research, has it been
 
designed and will it be monitored to
 
ensure that the ultimate beneficiaries
 
are the pc,or majority?
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f. 	FAA Sec. 1_ Describe extent to
which progran recognizes the particular

needs, desires, and capacities of the 
 N/A
people of the co*untry; utilizes the

country's intellectual resources to
 encourage institutional developm2nt; 
and
 
supports civil education and training in
 
skills required for effective

participation in governmental processes

essential to self-government.
 

.g. 	 FY 197 Continii..q -Resolution Sec. 540.Are 	any of the funds to be used for 
the

performance of abortions 
as a method of
family planning or to motivate coerceor 	 N/Aany 	person to 
practice abortic.-s?
 

Are 	any of the funds to be used to pay
for 	 the performance of involuntary
sterilization as a method o.f family

planning 
or to coerce or provide anyfinancial incentive to any person to N/A
undergo sterilizations?
 

Are any of the funds to be used to pay

for any biomedical research which
 
relates, in whole or in part, 
to methods
of, 	 or the performance of, abortions or N/A
involuntary sterilization as 
a means of
 
family planning?
 

h. 	FY 197 Continuing Resolution. Is the
 
assistanrce being made available to any
organization or program which has been

determined to support 
or participate in
the 	management of a program of 
coercive N/A
abort~on or 
involuntary sterilization?
 

.f assistarice is from the population

cunctional account, 
are 	any of the funds
 
co 
be made available to voluntary family
planning projects which do not offer, 
 N/A.either directly or 
through referral to or

information about access 
to, 	a broad
 
range of family planning methods and
 
services?
 

1; 	 FAA ec .60 e). Will the project

utilize coripetitive selection procedures

for the awarding of contracts, except

where applicable procurement rules allow 
 N/A 
o t h e ri. J. e? 
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j. 	 FY 1987 Continuine Resolution. How much
of the funds will be available only for N/Aactivities of economically and socially

disadvantaged enterprises, historically

black colleqes and universities, and

private and voluntary organizations which
 
are controlled by individuals who are
 
black Americans, Hispanic Americans, or

Native Americans, or who 
are economically
 
or socially disadvantaged (including
 
women)?
 

k. 	 FAA Sec. i]. c))3_. If the assistance 
will support a program or project N/Asignificantly affecting tropical 
forests

(including projects involving .he 
planting of exotic plant species), will

the 	 program or project (a) be based upon
careful analysis of the alternitives 
available to achieve the best sustainable 
use 	 of the land, and (b) take full 
account of the environmental impacts of
 
the 	proposed activities on biological
 
diversity? 

1. 	 FAA Sec. 10_(c)(14). Will assistance 
be used for (a) the procurement or use
 
of logging equipment, unless an

environmental assessment indicates that N/Aall timber harvesting operations involved
will be conducted in an environmentally

sound manner and that the proposed

activity will produce positive economic 
benefits and sustainable forest 
management systems; (b)or actions which
significantly degrade national parks or
similar protected areas which contain
 
tropical forests, or introduce exotic
 
plants or animals into suuh areas?
 

m. 	FAA Sec. 1 8 (c)L5). Will assistance be
used for (a) activities which would 
 N/A
result in the conversion of forest lands
 
to the rearing of livestock; (b) the

construction, upgrading, 
or maintenance
 
of roads (including temporary haul roads
 
for logging or other extractive

industries) which pass through relatively
undegraded forest lands; (c) the
colonization of forest lands; or (d) the

coClstnuction of or water
dams other 



control structures which flood relatively
Undegraded 
forest lands, unless with
 
respect to 
each such activity anenvironmental assessment indicates that

the activity will contribute
 
significantly and directly to improving
the livelihood of the rural poor 
and will
be conducted in an environmentally sound
 
manner which supports sustainable
 
development?
 

2. Development Assistance Project Criteria 
(Loans Only. 

a. FAA Sec. 122(h). Information and
conc-lusion 
on capacity of the country to N/Arepay the loan at a reasonable rate of
 
in'terest.
 

b. FAA Sec. 62(d_. If assistance is forany productive enterprise which will 
 N/A
compete with U.S. enterprises, 
is there
 an agreement by the 
recipient country ,to
prevent export to 
the U.S. of more than
20 percent of the enterprise's annual

production during the 
life of the loan,
or has the requirement 
to enter into such
 an agreement been waived by the President
because of 
a national security interest?
 

c. FY ] 987 ContinuinjResolut-ion. If for a
loaj to a priate sector institution from N/Afunds made available to carry out the
provisions of FtA% Sections 103 through
106, will 
loan be provided, to the

maximum extent practicable, at 
or near
the prevailing interest rate 
paid on

TreasuLy obligations of 
similar maturity

at the time of obligating such funds?
 

d. FAA Sec. 122(b).. 
 Does the activity
give reasonable pomise of assisting

long-range plans and programs designed 

N/A
 

to develop economic resources and

increase productive capacities?
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3. Economic Support Fund Project Criteria 

a. FAA Sec. 531(a). Will this assistance 
promote economic and political 
stability? To the maximum extent 
feasible, is this assistance consistent 
with the policy directions, purposes, and 
programs of Part I of the FAA? 

Will enhance ability of GOE to 
sustain economic grF,.*th and 
recovery which will have positi%
political results. To the exti,
rural areas \.ill be served, poll
direction of Section 1.02 will x 

b. FAA Sec. 531(e). Will this assistance be 
reflected. 

used for military or paramilitary No 
purposes? 

c. ISDCA of 1985 Sec. 207. Will ESF funds 
be used to finance the construction, 
operation or maintenance of, or the 
supplying of fuel for, a nuclear 
facility? If so, has the President 
certified that suchi country'is a party to 
the Treaty on the Non-Proliferation of 
Nuclear IWeapons or the Treaty for the 
Prohibition of Nuclear Weapons in Latin 
America (the "Treaty of Tlatelolco"), 

N/A 

cooperates fully with the IAEA, and 
pursues nonproliferation policies
consistent with those of the Uaited 
States? 

d, FAA Sec. 609. If commodities are to be
 
grante(d so that sale proceeds will accrue N/A 
to the recipient country, have Special
Account (counterpart) arrangements been 
made? 
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5C(3) - STANDARD ITEM CHECKLIST 

Listed below are the statutory items which
 
normally will be covered routinely i.n those
 
provisions of an assistance agreement dealing
 

with its implementation, or covered in the
 

agreement by imposing limits on certain uses of
 

funds.
 

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

A. 	 PROCURE.'ET 

1. 	FAA Sec. 602(,1). Are there arrangements
 
to permit U.S. small business to Yes
 
participate equitably in the furnishing
 
of commodities and services financed?
 

2. 	 FAA Sec. 604(a)_. Will all procurement be
 

Trom the U.S. except as otherwise
 
determined by the President or under Yes
 

delegation from him? 

3. 	FAA Sec. 604 (1). If the cooperating
 
country discrir.inates against marine Egypt.does not so discriminate.
 
insurance cor-panies authorized to do 
business in the U.S., will commodities be
 
insured in the United States against
 
marine risk with such a company?
 

4. 	FAA Sec. 604(o) ISDCA of 1980 Sec.
 
705(a). If non-U.S. procurement of There will bo no such procureme:
 
,cricultural commodity or product thereof
 
.s to be financed, is there provision
 
against such pro-.urement when the
 
domestic price of such commodity is less
 
than parity? (Exception where commodity.
 
financed could not reasonably be procured
 
in U.S.)
 

5. 	FAA Sec. 604(g). Will construction or
 
engineering services be procured from
 
firms of advanced developing countries
 
which are otherwise eligible under Code
 
941 	annd \hich have attained a competitive 
capability in inte:national narkets in
 
oc.c, of. thc: e ar e fs? (E::cer.tion for those
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countries which receive direct economic
 
assistance under the FAA and permit

United States firms to compete for
 
construction or engineering services
 
financed from assistance programs of
 
these countries.)
 

6. 	FAA Sec. 603. Is the shipping excluded
 
from compliance with the requirement in No
 
section 901(b) of the Merchant Marine Act
 
of 1936, as amended, that at least
 
50 percent of the gross tonnage of
 
commodities (computed separately for dry
 
bulk carriers, dry cargo liners, and
 
tankers) financed shall be transported on
 
privately owned U.S. flag commercial
 
vessels to the extent such vessels are
 
available at fair and reasonable rates?
 

7. 	FAA Sec. 621_a). If technical assistance Project Paper ana P.P. Nn1vndjint

is financed, will such assistance be No. I provide full justification

furnished by private enterprise on a for the utilization of tjhe

contract basis to the fullest extent 
 U.S. 	Dcmrrtan t of the Interior,

practicable? will 
the 	facilities and Iarcau of Rcczbation.
 
resources of other Federal agencies be
 
utilized, when they are particularly
 
suitable, not competitive with private

enterpLise, and made available without
 
undue interference with domestic programs?
 

8. 	 Internationa] Air Transportation Fair 
.o£metit1%, Practices Act, )974. If air Yes 
transportation of persons or property is
 
financed on grant basis, will U.S.
 
carriers be used to the extent such
 
service is available?
 

9. 	FY 1987 Continuing Resolution Sec. 504.
 
If tije U.S. Government is a party to a No U.S. Direct 1lire contract is
 
contract for procurement, does the contenplated.
 
contract contain a provision authorizing

termination of such contract for the
 
convenience of the United States?
 

10. 	FY 1987 Continuing Rflsolution Sec. 524. 
If assistance is for consulting service 
through procurement contract pursuant to N/A
5 U.S.C. 3109, are contract expenditures 
a matter of public record and available
 
for public inspection (unless otherwise
 
provi*ed by law or Executive order)?
 



Page 13 of 15
 

B. CON STRUCTION 

1. FAA S-ec. 6o( ci). If capital 1.,q. ,Construction) project, Jil1.l US.engineering and professional services be Yes
 
used?
 

2. FAA Sec. 611(c). If contracts for 
 Sole source waiver approved by AJDconstruction 
are 
to be financed, will Administrator for tur-nkey dcsiqn,the), be let on a competitive basis 
to supply,installationmaxiuni of Francis rL1Mnc!extent practicable? 
 All other contracts to be com..1eted. 
3. FAA Sec. 620( ],. If for construction of No, but FAA Section 620(k) providesproductive enterprise, will aggregate 
 exception for Egypt.value of assistance 
to be furnished by


the U.S. not 
exceed $100 million (except

for 
productive enterprises in Egypt that

WeLe descri hed 1n the CP), or does
assistance have 
the express approval of
 
Congress?
 

C. OTH ER ,l5EsTT0'o"F 

1. FAA Soc. 12(lj_. If development loan
repayable in dollars, 
is interest rate at
least 2 percent per annum during a grace N/Aperiod which is not to exceed ten years.

and at least 3 percent per 
annum
 
thereafter?
 

2. FAA Sec. 301(_d). If fund is established
 
solely by U.S. contributions 

administered by an 

and 
international 
 N/Aorganization, does Comptroller General
 

have audit rights?
 

3. 
.I.A Sec. 620(h). Do arrangements exist CCrmingling determination, basedo insure that United States 
foreign aid 
upon Mission and Ame-rican Lmuissys not used in a manner 
which. contrary resaTrnndationsto that this activitythe best interests of 
the United 
 is in t]he best interests ofStates, promotes or t-he
assists the foreig-n United States, was made by AID,aid projects or activities of 
the -Administrator in approving originalCommunist-bloc countries? 
 authorization in 1982. 

\PV
1 
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4. ill arrangements preclude use 
financing: 

of 

a. FAA ec. l0(f.); FY 1987 Continuing
Resolution Srcs. 525. 540. (i) To 
pay for performance of abortions as 
a method of farily planning or to 
motivate or coerce persons to 
practice abortions; (2) to pay for 
performance of involuntary 
sterilization ai method of family
planning, or to coerce or provide
financial incentive to any person to 
undergo sterilization: (3) to pay for 
any biomedical research which 
relates, in whole or part, to methods 
or the performance of abortions or 
involuntary sterilizations as a means 
of fami)y planning; or (4) to lobby
for abortion? 

1. Yes 

2. Yes 
3.Yes 

4. Yes 

b. FAA Soc. 403. To make reimburse
bursement, in the form of cash 
payments, to persons whose illicit 
drug crops are eradicated? 

c. FAA Sec. 620Q{_LI. To compensate 
owners for expropriated or 
nationalized property, except to 
compensate foreign nationals in 
accordance with a land reform program 
certified by the President? 

d. FAA Sec. 660. To provide training,
advice, or any financial support for 
police, prisons, oL other law 
enforcement forces, except foz 
x.arcotics programs? 

Yes 

e. FAA Sec. 662. for CIA activities? Yes 

f. FAA Sec. 636(i). For purchase, sale,
long-term lease, exchange or guaranty
of the sale of motor vehicles 
manufactured uutside U.S., unless a 
waiver is obtained? 

Yes 

g, FY 1987 Cont !nui-.hresolution Se. 

503. To pay pensions, annuities , 
retirelient pay, or adjusted service 
compens.ation for militaiy personnel? 

Yes 
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h. Y 
 87 Continuin 
 !Esolution Sec. 505
 

To pay U.N. assessments arrearages or Yos
dues? 

i F 987 ContjnujnLq osolutionl.
Sec. 506.
To carry out provisions of FAA sect-o1 -" Yes209(d) (transfer of FAA funds 
to
multilateLal organizations for 
lending)? 

3, Y 19P,7 Continuin- esolu tion Sec. 510To finance the export of nuclearequipment, fuel, 
or technology? 
 Yes 
. flRe7onutuon 

Sec. 511.For the Purpose of ajding the 
efforts of
the Yesgovernment of such country to repressthe legitinate rights of 
the population
of such country contrar' 
to the Universal
Declaration of Human lights? 

1 FY)9p6 ntnu inf__lh.o1ut Sec. 516

To be used for publicity or propaganda
purposes within U.S. 
not authorized by
Congress? 

Yes
 

(Jk
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ACTION i"EMORANDUM FOR THE ADMINISTRATOR 2 tIf 10z 

THRU: ES 

THRU: AA/PPC, Mr. John R. Bolton _ 4 

FROM: AA/NE, W. Antoinette Ford I 

PROBLEM: Your approval is required for a ofgrant $100.0 million to theCovernmcnt of Egypt for the Rehabilitation and Moder~iization of theAswan
High Dam Hydroelectric Power Station Project (263 u'60). 

DISCUSSI..': The Government of Egypt (GOE) has requested this. grantfInance tihe foreign exchange costs associated with the 
to 

rehabi I itation andmodernization of tile Aswan High Dam lHydroelectric Power Station. Of the$100.0 million grant, $85.0 million will be obligated in FY 19C2 and the.balance of 15.0 million in FY 1983. The project includes (1)
replace;ient of 12 Francis runner turbines and their associated equipmentunder a turnkey contract, (2) replacement of a number of high voltagecircuit breakers, differential relays, and control instrumentation, and(3) engineering technical services to monitor the performiance ofturnkey contractor, the 
to develop the bid specifications of iten (2) above;and to provide procurement and monitoring assistance requiredas by the

Egyptian Electricity Authority (EEA),
 

The Rehabilitation and Modernization of tile Aswan lHigh Dain HydroelectricPower Station has its origin with a request from the CO[ to A.I.D. tofinance Lne replacement of critical components of the Russian builtturbines in Egypt's Aswn High DaN. The critical components to bereplaced are the ;rancis runners, the principal structures holding theturbinc blades in each of the dam's twelve turbines. Cracks beganappearing in the Russian turbine 
runners 
soon after the power plant*
con;Denced operations in 1967. Since then, the number and severity of thecracks have been steadily increasing, despite Egyptian efforts to correctthe problem with a regular prograinof welding repairs. Ihe Egyptians andindependent experts'have concluded that tile 
only solution is to replace
the dai.aged Russi,n turbines with new ones of improved structural designand efficiency' 
Ateam'of United States Bureau of Reclamation technical
specialists visited the Aswan Power Station in August 1981, confinned thegrowing risk of failure of the runners, and recuimiended replacement a0 
quickly as 'possible." 

The total cost of the project is $124.0 million, of hich the foreignexcha r.,e co:i;ponent is estimated at 100.0 million. The supplier's 

(
 



ANNEX E 
EXa'2 of 

-2

initial estimate of $53.4 million for the design and supply of the twelve
Francis runners did not includeremoval the 
the cost of transport up theof original generators Nile or thereinstallation of and turbine runnersthe generators and the along with thenew redesigned Francis runners.

It was 
contemplated that these items would be the responsibility of the
EEA and fina.ced by 
the GOE. However, during the
negotiations, the EEA concluded it did not have the experience to
 

course of contract

disassemble and reassemble the equipment
contractor atshould undertake all 

the Dam and deLen.ined the
substantially these responsiblilities.increased This decision
equipiLnt, manpower, 

the burden for the contractorand in terns oftechnical responsibility.added ancillary equi:mwent associated In addit:ion, the EEAwith theengineering technical services runner repllacuuenLt andwhich increased the overall costs of theproject.
 

SOLE SOU1CE PR U,..IIT: On October 18, 1981,
sleosouT 
 ce prucurec:5jtof tile 
you approved in princ iple,Francis runnersCorporation as for the Allis-Chalinersthe only U.S. fin capable ofthe design/rodel test/fabrication/repl Iace;ent 

performing all elem:ents ofprinciple which process.is attached as This approval inAnnext to a subsequent R of the Project Paper, was subject
U.S. 

confin iation of price reasonableness.BLeau of fReclamation Since then, thehas reviewedand certified the Allis-Chalmersits reasonableness. price proposalAllis-Chalmersnegotiations with has ccpleted contract
forwarded 

the EEA negoti3ting coiiinittee and theLo the Hi jlm contractPurchase Co:iznittee has beenthe Project is authorized for final GOE E:pproval. Onceand theA.I.D. will Project Agreement signed withbe called upon the GOE,to review and approve the final contract
between the EEA and Allis-halmiers.
 

COMMIGL !: By signing
I the project authorizationF an1 an fimative detennination you will also be
funds for co,,,ingling foreignto support a assistanceproject which hitherto has beenWith the Corminunist primarily identifiedbloc . Tie A.I.D. Handbook regulations which
iiilement Section 620(h) of the Foreign Assistance Act require the.
A iiinistrator to make 
a determination that such assistance will not be
c ntrary to the interests of the United States in the event that an
A.I.D. project promotes or assists a bloc project.
 
The Project Paper at 
page 51
'011DITIONIS 
AaD Section X, entitled RECOMI.EIDATIO,COVEIANTS, expresses the views of the Anbassador and the
A.I.D. Mission that assistance to thissupportive of important project will not only be
(States 

the economic and political relationship betweenand Egypt and political stability within the United
Egypt,significatl) enhance Egypt's ability to prom, 

but also will 
econom-n'cc de ve ]opi,nt.eoi deeom-mt 1 t omte its Critical long range 
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Accordingly, it is believed that, although the assistance furnished will
assist a project originally *started by and identified w'ith a conrnunistbloc country, such assistance will be in the best interests of the United
States. 
 Your signature authorizing the Project will signify your
,determination that this assistance will 
not be contrary to the best
'interests of 
the United States.
 

PASS T ?OUSH OF FU'NDS ET.VEEN THE GOVERN'MIT OF EGYPTnr1 EEA:-Tir ecause .ND THEUSe tile nohas been aole to increase elecT17crates, owerit has difficulty maintaining

Mission a reasonable debt/equity ratio.has proposed that the A.I.D. funds be passed 

The 
EEA on as a grant to theas a means of irmproving
and the Embassy also 

EEA's weak capital structure. The Missionhave indicated their conviction thatdecision to the EEA'sseek A.I.D. financing rater than go to international bidding
was based on an understanding that
forn of a grant. It they would receive the *funds in theis reconrmiended, therefore, that in authorizingagreement with the this 
grant 

GOE, you approve passing the A.I.D. funds on asto the [EA as a contribution to EEA's equity capital. 
a 

PART!CJPATI!;C AGENCY SERVICE AfGRIEE'-IET: The EEA has requested that the
U. Lureau or LL;(cC ion LroFtie services of SystEms Engineera PASA arrangement underto be financed by A.I.D.signing the project 
as part of the project. Byauthorization 

The reccrended 
you will be approving this arrangement.PASA arrangen:ent is consistent with the criteria setforth in A.I.D. Hanobook l3,

qualificatio:ns of 
Ch 12, Sec. 1B2 by reflecting the uniquethe Bureau of Recliation 'BUREC)the Engineering Advisor for the 

to assist the EEA asactivity.

experience in all enineering 

BLiREC: (1) possesses extensive 
aspects of hydroelectricstations (e.g. Grand power generatingCoulee Damn, 6,263 megawatts),experienced inspectors.near (2) 6aintains

the manufacturing sites andposition thus is in ato monitor tiLe manufacturing processes employed byAllis-Chalmers, and (3) hds in-depth familiarity with national andinternational standards, practice- and procedures for the design,
manufacture and testing of hydroelectric power stationa equipment and hasproven capability to act as the contract administrator duringimplementation of.the projec.t. 
 The BUREC performed a vital 
role in

identifihg'prdblenh reas'at the High Dam and has established goodWorking reuationships with EEAVersonnel, a factorid carryjig of great significanceout'this complex activity'.;Givenformulation,.design the key [UREC role in the 
qualifications 

review and pricing' fthis activity, and its provenin carrying
function 

out the necessary engineering advisoryto and for the EEA, BUREC is viewed as a uniqueComprehensive technical services source for theand skills required for this activity.BUREC wYould not be_.comppetinq..Wth
con't-epla:ed role since private enternprise ;>i carryingthere is at present no U.S. private scctor

out its 
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supplier capable of performing the comprehensive functions required under
 
this activity.
 

Initial grant funds for the Project will be provided from FY 1982
 
Economic Support Funds for Egypt.
 

The Project Paper was reviewed and approval recoarnended by the Nlear East

Advisory ComI ittee'on February 9, 1982.
 

The Congress was notified on February 25, 
1982 of A.I.D.'s intent to
obliqaLe $85 million of the Grant 
in FY 1982. The waiting period expired

COB Marcl Ill,1982 without objection.
 

There are no 
recent current human rights issues under section 502 B of
 
the FAA that would preclude provision of this assistance to Egypt.
 

The Project Paper is attached for your infonnation.
 

RECOI."E:T).IT!O,: 
 That you approve the authorization of a .l00 million
 
grant with an FY 1982 obligation of $85 million by signing the attached
 
authorization.
 

Attac Irnt s:
 
1. Authorization (Tab A)
 
2. Project Paper (Tab B)
 

DRAFT;NE/PD./EIGR :Ao t" 
t:trt:3/8/82: ./15/82:3/19/82:X 2 7327
 

K. C. Kainerer. GC 1% (o,, DATE _
 

J.Erikss on, AA/PPC/PDPR QDATE
 
.1 1'(-Z 
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'PROJECT AUTHORIZATIOCI 

Name of Country: Arab Republic Name of Project: Rehabilitation
of Egypt and tNor,:nIzation 

of the A,w;an Hich 
D i dlydr oei ec. r I c 
Power Station 

Nunber of Project: 263-0160 

1. Pursuant to Pirt I, Chapter 4, Section 532 of the Foreign Assis-tance Act of 1961, as amended (The Act), I hereby 
 authorize the Rehabilitation and 'odernization of the Aswan High Dam Hydroelectric PowerStationcountry) Project for the Arab Repl.blicinvolving p l'an_, of Egypt (the cooperatingcountr) i iaQ.Sa.ned_ n of an amount not to exceed $100million in grant funds over a three-year period frcm cfdate authorization, subject to the availability of funds in accordance w.,itli theA.I.D. OYB/allotment process, helpto in financing the foreign exchange

costs for the Project.
 

2. The Project consists of the supply and replacement of Francisturbine runners, 500KV and 132,V circuit breakers, differential relaying and control instrumentation associated with the twelve (12) Aswan
High Dam hydro tur bine generators and the necessary related 
 technicalassistance during manufacturing along with supervision during installation, and testing and startup in Egypt. 

3. The Projcc-t Agreement which may be negotiated and executed by theofficer to whom such. authority is delegated in accordance with A.I.D.regulations and delegtjor; of authority shall be subject to thefollowing essential terms, covenants and major conditions, togetherwith such other terms and condition- as A.I.D. may deem appropriate. 

4. a. Source and Oricin of Goods and Services 

Goods and services, except for ocean shipping, financed byA.I.. under the project shall have their source and origin in theUni 2d States, except as A.I.D. may otherwise agree in writing. 

Ocean shipping financed by A.I.D. under 
the Project shall,
except as A.I.D. may otherwise agree in writing, be financed only onflp.g vessels of the United States. 
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b. Conditions Precedent to Disbursement 

Prior to the first disbursement ,inder the Grant or to the 
issuance by A.I.D. or documentation pursuant to which disbursement will 
be made, the GOE sha.l furnish to A.I.D. in form and substance satis
factory to A.I.D.:'
 

1. 	 An opinion of the Minister of Justice or of other counsel 
acceotable to A.I.D. that this Grant Agreement has been 
duly authorized and/or ratified by, and executed on behalf 
of the Grantee in accordance with all its terms. 

2. 	 A statement of the names of the rersons a.uthorized to 
represent the Grantee and the Egyptian Electricity
 
Authority (E.E.A.) and a specimen signature of each person.
 

3. 	 An acceptable contract for engineering services for the 
Project with an organization acceptable to A.I.D. 

4. 	 An acceptable contract, with Allis Chalmers, for the 
turnkey provision of 12 Francis runners. 

5. 	 Evidence that local currency financing for the Project has 
been budgeted by the Grantee and will be available for 
expenditure by EEA on the Project pursuant to a cost 
estimatu made by the engineering advisor and approved by 

C. Covenants 

The 	 GOE will be required to covenant as follows: 

1. 	 The Grantee and EFA shall cooperate fully with A.I.D. to 
assure that the purpose of the Grant will be accomplished. 
To this cnd, they shall from time to time, at the request
of either pa.ty, e:xchange views throuoh their repre
sentatives with regard to the progress of the Project, the 
performirnce by the EEA of its obligations under this 
Agreement, the per'ormance of the consultants, contractors 
and stu)pi.iers engaged on the Project, and other matters 
relating to the Project. 

2. 	 The ELA shall provide qualified and experienced management 
for the Project, and it should train such staff as may be 
appropriate for the maintenance and operation of the 
Proj ect.
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3. The Parties agree 
to establish anevaluation program
part of the Project. Except as as

the Parties otherwise agree
in writing, the program will include during
tation of the Project and the implemenat one
(a) evaluation of progress 
or more points thereafter:
 

jectives of toward attainment of the obthe Project; 
(b) identification and evaluation
of problem areas or constraints which mayattainment; inhibit such(c) assessment ofused how such informationto help may beovercome such problems; and
the (d) evaluation, todegree feasible, of 
the overall development impact ofthe Project.
 

4. 
The high and- medium/low voltage tariff studies presently
underway will form the 
basis for implementing major changes
in electricity tariffs. 
 A.I.D. will be 
provided copies
the studies of
and will consult with the GOE
quacy of as to the aderecommendations before implementation begins.
 
5. Any interim changes in fuel prices will be broadly distributed and not exclude EEA.
 
6. Until the Parties agree th..t a comprehensiveture tariff struccan be implemented, the Granteeminimum yearly shall ensure that arate of returnin consultation with A.I.D. 

for EEZA will be established
For the 
year 1982,
agrees to allow EEA to the Grantee
take the necessary action
such a rate of to achievereturn on net revalued assetsable as is acceptto the Wor2A Bank under its existing assistance 

agreements.
 

7. The Grantee shall 
ensure that 
the proceeds made available
under the Grant will be made available to the EFA as agrant contribution to 
its equity capital.
 

Adminfstrator
 

2 9 MAR 1982 

Date 

CleaAA/IE:ran cc:
W. Antoinette Ford Dat2 4 MAR 1982A-GC: 
 Kelly C. Kammerer
AA/PPC:John R. Bolton- - ,}:- Date "11.C, _ Date, 
 .
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1F4PTTON FRCW CIB CIR:!LAR A-76 RUIPOENT 

RFABILITATION AD MODERNIZAT)ON OF THE 

ASNAN HIGH D0'14 HYDROELECTRIC P(,,7ER STATIN 

The PASA and amendments are exempt from 0.,2 Circuj ar A-76 procedures 
since the PAS4 is for the provision of technical assistance by the 
Department of Interior, Bureau of Reclamation who are uniquely suited
 
for providing such assistance. No ot]her single private enterprise
 
can provide the full range of technical assistance necessary for this
 
project.
 

Marshall D. Bro'vm
 
Director,
 
USAID/Cairo
 

Date 


