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A.I.D. Project No. 263-0230

Project¢ Grant Agreement
For

Egyptian Cent:2r for Economic Studies

Dated_ AUGlQ , 1993,

Between

The Arab Republic of Egypt ("Grantee")

And

The United States of America, acting through the
Agency for International Development ("A.I.D.").

Article 1: The Adreement

The pufpose of this Agreement is to set out the
understandings of the parties named above ("Parties"), with
respect to the undertaking by the Grantee of the Egyptian Center
for Economic Studies Project ("Project") described below and with

respect to the financing of the Project by the Parties.

Article 2: The Project
SECTION 2.1. Definition of Project. The Project, which

is further described in Annex 1, Amplified Project Description
attached, will support the development of an inst®tutional
mechanism and analytical capability for researching policy
options and fostering dialogue on important economic and
regulatory polic} issues in Egypt. Annex 1 amplifies the above

definition of the Project. Within the limits of the above
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definition of the Project, elements of the amplified description
stated in Annex 1 may be changed by written agreement of the
authorized representatives of the Parties named in Section 8.2.,

without formal amendment of this Agreement.

SECTION 2.2. Incremental Nature of Froject.

(a) A.I.D.'s contribution to the Project will be
provided in increments, the initial one being made available in
accordance with Section 3.1 of this Agreement. Subsequent
increments will be subject to availability of funds to A.I.D. for
this purpose, and to the mutual agreement of the Parties, at the
time of a subsequent increment, to proceed.

(b) Within the overall Project Assistance Completion
Date stated in this Agreement, A.I.D., based upon.consultation
with the Grantee, may specify in Project Implementation Letters
appropriate time periods for the utilization of funds granted by

A.I.D. under an individual increment of assistance.

Article 3: Financing
SECTION 3.1. The Grant. To assist the Grantee to meet

the costs of carrying out the Project, A.I.D., pursuant to the
Foreign Assistance Act of 1961, as amended, agrees to grant the
Grantee under the terms of this Agreement not to exceed Two
Million United States ("U.S.") Dollars ($2,000,000) ("Grant").
The Grant may be used to finance foreign exchange costs,
as defined in Section 6.1, and local currency costs, as defined

in Section 6.2, of goods and services required for the Project.



SECTION 3.2. Project Assistance Completion Date.

(a) The "Project Assistance Completion Date" (PACD),
which is March 31, 1998, or such other date as the Parties may
agree to in writing, is the date by which the Parties estimate
that all services financed under the Grant will have been
performed and all goods financed under the Grant will have been
furnished for the Project-as contemplated in this Agreement.

(b) Except as A.I.D. may otherwise agree in writing,
A.I.D. will not issue or approve documentation which would
authorize disbursement of the Grant for services performed
subsequent to the PACD or for goods furnished for the Project, as
contemplated in this Agreement, subsequent to the PACD.

(c) Requests for disbursement, accompanied by necessary
supporting documentation prescribed in Project Implementation
Letters are to be received by A.I.D. or any bank described in
Section 7.1 no later than nine (9) months following the PACD, or
such other period as A.I.D. agrees to in writing. After such
period, A.I.D., giving notice in writing to the Grantee, may at
any time or times reduce the amount of the Grant by all or any
parf thereof for which requests for disbursement, accompanied by
necessary supporting documentation prescribed in Project
Implementation Letters, were not reremived before the expiration

of said period.

Article 4: conditjons Precedent to Disbursement.

SECTION 4.1. irst ent. Prior to any
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disbursement or to the issuance by A.I.D. of any commitment
documents under this Agreement, the Grantee shall, except as the
Parties may otherwise agree in writing, furnish to A.I.D., in
satisfactory form and substance, a statement of the names and
titles of the persons authorized pursuant to Section 8.2 to act
as the representatives of the Grantee, together with a specimen
signature of each person specified in such statement.

SECTION 4.2. Notification. When A.I.D. has determined
that the condition precedent specified above has been met, it

will promptly notify the Grantee.

SECTION 4.3. Terminal Dates for Conditions Precedent.

If the condition specified in Section 4.1 has not been met within
60 days from the date of this Agreement, or such later date as
A.I.D. may agree to in writing, A.I.D. may terminate this

Agreement by written notice to Grantee.

Article 5: Special Covenants.
SECTION 5.1. Authorizatjon of A.I.D. to Execute

Agreement with Egyptian Center for Economic Studjes (ECES). The

Grantee agrees that A.I.D. shall enter into an agreement with
ECES to provide ECES with financing under the Grant, pursuant to
which ECES will carry out its responsibilities as implementing
agency for the Project, as described in Annex 1 attached to this
Grant Agreement.

SECTION 5.2. Authorization of ECES to Receive and
Utilize Funding. The Grantee agrees that, barring a failure by
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ECES to conform with the terms of the agreement it executes with
A.I.D., in accordance with Section 5.1, ECES is authorized to
receive and utilize for Project-related purposes all funds
provided to it under its agreement with A.I.D. The Grantee also
agrees that ECES shall be allowed to retain and utilize, for
Project-related purposes, all Project-financed equipment,
throughout the useful lifé of such equipment.

SECTION 5.3. Project Evaluation. The Parties agree to
establish an evaluation program as part of the Project. Except
as the Parties otherwise agree in writing, the program will
include, during the implementation of the Project and at one or
more points thereafter:

(a) evaluation of progress toward attainment of the
objectives of the Project;

(b) identification and evaluation of problem areas or
constraints which may inhibit such attainment;

(c) assessment of how such information may be used to
help overcome such problems; and

(d) evaluation, to the degree feasible, of the overall
development impact of the Project.

SECTION 5.4. Ratification. The Grantee will take all
necessary action to complete all legal procedures necessary to
ratification of this Agreement and will notify A.I.D. as promptly

as possible of the fact of such ratification.

Article 6: Procurement Source
SECTION 6.1. Foreign Exchande Costs. Disbursements



_6-
pursuant to Section 7.1 will be used exclusively to finance the
costs of goods and services required for the Project having their
source and origin in the United States (Code 000 of the A.I.D.
Geographic Code Book as in effect at the time orders are placed
or contracts entered into for such goods or services) ("Foreign
Exchange Costs"), éxcept as A.I.D. may otherwise agree in
writing, and except as provided in the Project Grant Standard
Provisions Annex, Section C.1(b) with respect to marine
insurance. -

SECTION 6.2. Local Currency Costs. Disbursenents
pursuant to Section 7.2 will be used exclusively to finanée the
costs of goods and services required for the Project having their
source and, except as the Parties may otherwise agree in writing,

their origin in Egypt ("Local Currency Costs").

Article 7: Disbursement
SECTION 7.1. Disbursement for Foreign Exchange Costs.

(a) After satisfaction of the condition precedent, the
Grantee may obtain disbursements of funds under the~Grant for the
Foreign Exchange Costs of goods or services required for the
Project in accordance with the terms of this Agreement, by such
of the following methods as may be mutually agreed upon:

(1) by submitting to A.I.D., with necessary

supporting documentation as prescribed in Project Implementation
Letters, (A) requests for reimbursement for such goods or

services, or, (B} requests for A.I.D. to procure commodities or
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services on Grantee's behalf for the Project; or,

(2) by requesting A.I.D. to issue Letters of
Commitment for specified amounts (A) to one or more U.S. banks,
satisfactory to A.I.D., committing A.I.D. to reimburse such bank
or banks for payments made by them to contractors or suppliers,
under Letters of Credit or otherwise, for such goods or services,
or (B) directly to one or more contractors or suppliers,
committing A.I.D. to pay such contractors or suppliers for such
goods or services.

(b) Banking charges incurred by Grantee in connection
with Letters of Commitment and Letters of Credit will be financed
under the Grant unless Grantee instructs A.I.D. to the contrary.
Such other charges as the Parties may agree to may. also be

financed under the Grant.

Section 7.2 Disbursement for Local Currency Costs.

(a) After satisfaction of conditions precedent, the
Grantee may obtain disbursements of funds under the Grant for
Local Currency Costs required for the Project in accordance with
the terms of this Agreement, by submitting to A.I.D., with
necessary support documentation as prescribed in Project
Implementation Letters, requests to finance such costs.

(b) The local currency needed for such disbursements may
be obtained by acquisition by A.I.D. with U.S. dollars by

purchase. The U.S. dollar equivalent of the local currency made
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available hereunder will be the amount of U.S. dollars required
by A.I.D. to obtain the local currency.

SECTION 7.3. Other Forms of Disbursement. Disbursements
of the Grant may also be made through such other means as the
Parties may agree to in writing.

SECTION 7.4. Rate of EXc e. Except as may be more
specifically provided under Section 7.2, if funds provided under
the Grant are introduced into Egypt by 2.I.D. or any public or
private agency for purposes of carrying out obligations of A.I.D.
hereunder, the Grantee will make such arrangements as may be
necessary so that funds may be converted into currency of the
Arab Republic of Egypt at the highest rate of exchange prevailing
and declared for foreign exchange currency by the competent

authorities of the Arab Republic of Egypt.

Article 8: Miscellaneous

SECTION 8.1. Communications. Any notice, request,
document, or other communication submitted by A.I.D. or the
Grantee to the other under this. Agreement will be in writing or
by telegram or cable, and will be deemed duly given or sent when
delivered to such party at the following addresses:

To the Grantee:

Ministry of International Cooperation
48-50 Abdel Khalik Tharwat Street
Cairo, Egypt



To A.I.D.:
A.I.D.
106 Kasr El Aini Street
9th Floor
Cairo, Egypt

All such communications will be in English, unless the
Parties otherwise agree in writing. Other addresses may be'
substituted for the above upon the giving of notice.

SECTION 8.2. Representatives. For all purposes relevant
to this Agreement, the Grantee will be represented by the
individual holding or acting in the office of Minister of State
for International Cooperation and/or the Administrator of the
Department for Economic Cooperation with U.S.A., and A.I.D. will
be represented by the individual holiding or acting in the office
of Director, USAID, each of whom, by written notice, may
designate additional representatives for all purposes other than
exercising the power under Section 2.1 to revise elements of the
amplified description in Annex 1. The names of the
representatives of the Grantee, with specimen signatures, will be
provided to A.I.D., which may accept as duly authorized any

instrument signed by such representatives in implementation of

this Agreement, until receipt of written notice of revocation of

their authority.
SECTION 8.3. Language of Agreement. This agreement is
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prepared in both English and Arabic. 1In the event of ambiguity
or conflict between the two versions, the English language

version shall prevail.

SECTION 8.4. Standard ovisions ex. A "Project
Grant Standard Provisions Annex" (Annex 2) is attached to and
forms part of this Agreement.

SECTION 8.5. Effective Date. This Agreement shall enter

into force.when signed by both Parties hereto.
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IN WITNESS WHEREOF, the Grantee and the United States of
America, each acting through its duly authorized representative,
have caused this Agreement to be signed in their names and

delivered as of the day and year first above written.

ARAB REPUBLIC OF EGYPT . UNITED STATES OF AMERICA
/7 A ra
BY s ol by AU BY : A KLl 2
A~ )
NAME : Dr. Maurice Makramallah NAME : Robert H. Pelletreau
TITLE : Minister of State for TITLE: American Ambassador

International Cooperation

ARAB REPUBLIC OF EGYPT UNITED STATES OF AMERICA

B : LL%_ BY :54«3?,44. 2 /aw,/7

NAME : Dr. Hassan Selim NAME : Christopher D. Crowley

TITLE : Administrator of the TITLE: Acting Director
Department for Economic USAID/Eqgypt

Cooperation with U.S.A.
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Implementing Organizatjon

In acknowledgement of the foregoing Agreement, the following
representative of the implementing organization has subscribed
his name:

zzME M@é_ﬁzkd/

TITLE :

E tian Center for Economic Studies




ANNEX 1

EGYPTIAN CENTER FOR ECONOMIC STUDIES PROJECT
AMPLIFIED PROJECT DESCRIPTION

I. Introduction:

During this period of economic reform and transition for
Egypt, the reform process may be accelerated by having a local
capacity for top quality economic research and analysis oriented
toward free market policies, mechanisms, and solutions. The
Government of Egypt (GOE) has already been actively soliciting
private sector input and guidance on proposed policy reform
measures. Experience to date, however, indicates that the
informal guidance from Egypt's private sector leaders needs to be
supplemented with in-depth analysis to ensure effective
implementation of reforms. The Egyptian Center for Economic
Studies (ECES) Project is a new initiative designed to develop a
research institution which will help meet this need.

II. Project Description:

A. Project Goal and Purpose:

Goal: To assist Egypt in the achievement of an appropriate
policy climate for sustainable economic growth.

Purpose: To support the development of an institutional
mechanism and analytical capability for researching policy
options and fostering dialogue on important economic and
regulatory policy issues in Egypt.

B. Project Activities:

1. General

The project will be implemented through the Ministry of
International Cooperation (MIC) and will be carried out by the
Egyptian Center for Economic Studies (ECES) over a five year
period. Pursuant to this bilateral agreement, MIC authorizes
USAID/Egypt to enter into a Cooperative Agreement with ECES to
implement the project. Under this agreement, ECES will have the
primary responsibility for implementing the project. USAID will
provide funding to cover all essential ECES' start-up and
operational costs, and technical assistance for the Center's
institutional development and activities.



2. Project Organjization a Activities

ECES, established formally in January 1992 through registry
with the Ministry of Social Affairs, is currently led by a Board
of private sector businessmen, attorneys, and academics. As the
project is implemented, ECES' staff and operations will be
overseen by an Executive Director. The Executive Director will
act as the chief executive officer of ECES, managing staffing,
research priorities, and external relations. It is expected that
the Executive Director will be assisted by a Deputy Dlrector,
chiefs of research for the international, domestic, and
regulatory policy divisions, and an admlnlstratlve manager. ECES
will also hire permanent research, public communications, and

administrative/financial staff.

As it becomes a functioning institution, ECES will focus on
three sets of major activities: research and analysis; public
communication; and attaining long-term financial autonomy.

a. Research and Analysis

This component will consist of concrete studies of the most
important economic and regulatory policy issues facing Egypt.
Research units within ECES will be devoted to domestlc,
international, and regulatory topics, recognizing that these are
interdependent. ECES is expected to be useful to the private and
publlc sectors in the field of assessing macroeconomic trends and
engaging in economic forecasting. ECES may address such issues
areas as: labor markets; national budget; inflation; pr1c1ng,
banking/financial reform; investment policies; prlvatlzatlon, and
trade and tariff policies. The choice of research priorities at
ECES will be up to the Center, but will adhere to the following

general guidelines:

--Topics will focus on concrete Egyptian economic and
regulatory problems;

--Research will address market processes, but the
recommendations offered will weigh alternative solutions;

--Studies will not be directed toward partisan political or
security issues; and

--The priority of issues will depend on those which offer a
high and timely payoff in terms of private and public
returns from economic reform.

The urgency of national economic challenges will drive the
research priorities of ECES. 1Ideas for projects may come from
the Executive Director and ECES staff, the ECES Board and the to-
be-established Council of Advisors, or from outside ECES. ECES
will also have access to both local and offshore technical
assistance to help identify, design and carry out research and
analysis tasks.



b. Public Communications

The success of any research institution is dependent not
only on the quality and relevance of its work, but also on the
institution's ability to disseminate the results of its work
effectively. This project component will include a number of
activities to disseminate the results of ECES research/analysis:

--Publications series will be marketed aggressively and
distributed to the government, research scholars, business
leaders, and the general public.

--Seminars will be organized to review research results and
solicit views on alternative initiatives proposed;

--Workshops will be held to provide inputs into ongoing
research;

--Press releases will be prepared on newsworthy findings,
press briefings will be organized; and,

--ECES senior professionals will make themselves available
to offer advice and counsel on economic and regulatory
policy issues affecting Egypt.

c. Activities to Secure Financial Autonomy

During the first year of the project, ECES will develop and
implement a comprehensive long-term financing strategy as well as
set fund raising targets. Funds raised by ECES will be placed in
an endowment fund to support the Center after the USAID project
is completed. ECES will seek financing from a wide range of
sources, including individuals, foundations, international donors
and corporations. The financing obtained may be in the form of
unrestricted grants and donations, program grants, research
contracts, member dues or fees, limited income from operaticis,
and in-kind contributions.

3. End of Proiject tu

This project and the above outlined activities are designed
to achieve the following End of Project Status:

--The Egyptian Center for Economic Studies will be fully
operational and will be a recognized and well respected

ecomonic institution in Egypt;

--ECES management and financial structure will be in place;

--A program of on-going ECES research and public
communication activities will be under way; and, é;



--ECES will be financially sustainable.

ITT. Implementation Re nsibilj

Under the terms of the Grant Agreement with MIC and USAID,
and the Cooperative Agreement between USAID and ECES, ECES will
implement the progect In the early stages of the project, USAID
will be involved in assisting the Center with its institutional
development and nascent activities where requested by the Center.
ECES will establish and maintain appropriate and efficient
personnel, financial accounting and procurement systems. ECES
will recruit, hire, and be responsible for the management of all
permanent and short-term research and administrative staff. ECES
will rent appropriate office space, procure necessary office
equipment and supplies, and contract directly for most of the
local and offshore technical assistance. When requested by ECES,
USAID may arrange for a limited portion of the offshore technical
assistance through direct AID contracts.

USAID's role in progect 1mplementatlon will be limited to:
1) consulting and rev1ew1ng certain specific activities during
the project, 2) assisting in the identification and procurement
of research technical assistance providers, 3) procuring, as
requested by the Center, the technical services required to help
establish the organization, design the research plan and develop
a fund raising plan and 4) normal Mission monitoring activities
to ensure project effectiveness. .

IV. Monitoring, Evaluation, and Audit

USAID plans to conduct a comprehen91ve mid-term evaluation in the
third year of the project. This interim review of ECES
activities will be a key component of USAID's assessment of ECES'
progress in institutional development, the quality of the
Center's research and analysis, and ECES' progress toward
reaching sustainability. The purpose of the mid-term evaluation
will be to provide a comprehensive report on ECES' performance
and to provide possible recommendations for: changes to prOJect
design if needed; scaling back or expanding planned activities if
warranted; or possibly amendlng the planned level of project
funding. USAID will review project status and the evaluation
recommendations and determine what changes to the project are
necessary, partlcularly with respect to the sustainability
objective and project funding requirements. Any resultant
changes will be made with MIC consultation.

During the life of the project, ECES will be required to
have audits conducted in accordance with A.I.D. regulations.
Adequate funds are available under the budget line item "Audits
and Evaluation" for this purpose.

ECES.will submit regular reports to USAID. USAID will



. submit periodic progress reports to MIC. The project will
undergo a final evaluation at the end of the project.

V. Illustrative Financial Plan

USAID's contribution of $8.5 million will be provided over a
five-year period subject to the availability of funds and mutual
agreement of the parties to proceed.

USAID's contribution will cover all essential ECES' start-up
and operating expenses, procurement of technical assistance and
equipment, and provide for sufficient audits and comprehensive
mid-term and final evaluations of the project. The attached
budget table outlines an approximate distribution of the planned
FY 1993 obligation of $2.0 million and the planned level of $8.5
million for total life-of-project funding.



ILLUSTRATIVE FINANCIAL PLAN

OBLIGATIONS ~ YEARS  COSTS

TECHNICAL ASSISTANCE 445 889 B30
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