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Third Amendment, datedSEP 271993 to the Grant Agreement,
 
dated September 30. 
1988 between the Arab Republic of Egypt
 
("Grantee") and the United States of America, acting through the
 
Agency for International Development ("A.I.D.") 
for Cairo Water
 

Supply II.
 

SECTION 1. 
The Grant Agreement, is hereby amended as
 

follows:
 

A. 
Section 3.1 is amended by deleting "One Hundred Twenty
 
Four Million United States ("U.S.") Dollars ($124,000,000)" and
 
substituting "One Hundred Forty Five Million United States
 

("U.S.") Dollars ($145,000,000)" therefor.
 

B. 
Annex 1 to the Project Grant Agreement, the Project
 
Description and its Illustrative Financial Plan, is deleted in
 
its entirety and there shall be substituted therefor the new
 
Annex 1, attached hereto, comprised of the Project Description
 

and the Illustrative Financial Plan.
 

C. Section B.5 of the Project Grant Standard Provisions
 

(Annex II) 
is deleted in its entirety and replaced by the
 

following:
 

SECTION B.5. 
 Reports, AccountinQ Records, Audits.

Inspections.
 

(a) The Grantee shall furnish A.I.D. such information and
reports relating to the Project and to this Agreement as A.I.D.
 may reasonably request.
 

(b) The Grantee shall maintain accounting books, records,
documents, and other evidence relating to the Project and to this
Agreement, adequate to show, without limitation, all costs
incurred under the Grant, the receipt and use of goods and
services acquired under the Grant, the costs of the Project
supplied from other sources, the nature and extent of
solicitations of pro.spective suppliers of goods and services
acquired, the basis of award of contracts and orders, and the
 



overall progress of the Project toward completion ("Project books
and records"). At the Grantee's option, with approval by A.I.D.,
Project books and records shall be maintained in accordance with
one of the following methods: 
 (1) generally accepted accounting
principles prevailing in the United States, (2)generally
accepted accounting principles prevailing in the country of the
Grantee, (3) accounting principles prescribed by the
International Accounting Standards Committee (an affiliate of the
International Federation of Accountants), 
or
accounting principles as the Parties may agree to in writing.
Project books and records shall be maintained for at 


(4) such other
 

least three
years after the date of last disbursement by A.I.D.
 
(c) If $25,000 or more is disbursed directly to the Gr-ittee
in any one calendar year under the Grant, the Grantee, except as
the Parties may otherwise agree in writing, shall have financial
audits made of the funds disbursed to the Grantee under the Grant
in accordance with the following terms:
 

(1) The Grantee shall select an independent auditor in
accordance with the "Guidelines for Financial Audits Contracted
by Foreign Recipients" issued by the A.I.D. Inspector General
("Guidelines"), and the audits shall be performed in accordance
with the "Guidelines."
 

(2) An audit of the funds provided under the Grant
shall be conducted for each fiscal year of the Grantee. 
The
audit shall determine whether the receipt and expenditure of the
funds provided under the Grant are presented in accordance with
generally accepted accounting principles agreed to in paragraph
(b) above and whether the Grantee has complied with the terms of
the Agreement. 
Each audit shall be completed no later than one
year after the close of the Grantee's fiscal year.
 
(d) The Grantee shall submit an audit report to A.I.D.
within 30 days after completion of each audit arranged for by the
Grantee in accordance with this section. 
The A.I.D. Inspector
General will review each report to determine whether it complies
with the audit requirements of this Agreement. 
Subject to A.I.D.
approval, costs of audits performed in accordance with the terms
of this section may be charged to the Grant. 
 In cases of
continued inability or unwillingness to have an audit performed
in accordance with the terms of this section, A.I.D. will
consider appropriate sanctions, which include suspension of all
or a portion of disbursements until the audit is satisfactorily
completed or A.I.D. performs its own audit.
 
(e) The Grantee shall submit to A.I.D., in form and
substance satisfactory to A.I.D., 
a plan by which the Grantee
will ensure that funds made available to subrecipients that
receive $25,000 or more in any one calendar year under the Grant
are audited in accordance with this Agreement. 
The plan should
describe the methodology to be used by the Grantee to satisfy its
audit responsibilities with respect to any subrecipient to which
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this section applies. Such audit responsibilities with respect
to subrecipients may be satisfied by relying on independent
audits of the subrecipients or on appropriate procedures
performed by the internal audit or program staff of the Grantee,
by expanding the scope of the independent financial audit of the
Grantee to encompass testing of subrecipients' accounts, or by a
combination of these procedures. 
 The plan should identify the
funds made available to subrecipients that will be covered by
audits conducted in accordance with other audit provisions that
would satisfy the Grantee's audit responsibilities (a nonprofit
organization organized in the United States is required to
arrange for its own audits; 
a for profit contractor organized in
the United States that has a direct contract with A.I.D. is
audited by the cognizant U.S. Government Agency; a private
voluntary organization organized outside the United States 4i-h a
direct grant from A.I.D. is required to arrange for its 
own
audits; and a host country contractor should be audited by :.-e
cognizant Grantee contracting agency). 
 The Grantee shall ensure
that appropriate corrective actions are taken on the
recommendations contained in the subrecipients' audit reports;
consider whether subrecipients' audits necessitate adjustment of
its own records; and require each subrecipient to permit
independent auditors to have access to records and financial
statements as 
necessary.
 

(f) A.I.D. may, at its discretion, perform the audits
required under this Agreement on behalf of the Grantee by
utilizing funds under the Grant or other resources available to
A.I.D. for this purpose. 
The Grantee shall afford authorized
representatives of A.I.D. the opportunity at all reasonable times
to audit or inspect the Project, the utilization of goods and
services financed by A.I.D., 
and books, records and other
documents relating to the Project and the Grant.
 

S CTION 2. Ratification. 
The Grantee will take all
 
necessary action to complete all 
legal procedures necessary to
 
ratification of this Amendment and will notify A.I.D. as promptly
 
as possible of the fact of such ratification.
 

SECTION 3. 
LanguaQe of Amendment. 
 This Amendment is
 
prepared in both English and Arabic. 
 In the event of ambiguity
 
or conflict between the two versions, the English language
 

version will prevail.
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SET _ .
 Except as specifically amendad herein, the Grant
 

Agreement shall remain in full force and effect in accordance
 

with all of its terms.
 

SECTION 5. This Amendment shall enter into force when
 

signed by both parties hereto.
 

IN WITNESS WHEREOF, the Arab Republic of Egypt and the
 
United States of America, each acting through its respective duly
 
authorized representatives, have caused this Amendment 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 

BY CVBY___ 

NAME : Dr. Maurice Makramallah 
_ _ 

NAME : Robert H. Pelletreau
 
TITLE: Minister of State for 
 TITLE: American Ambassador
 

International Cooperation
 

BY : 

BY .s 

NAME: Dr.Hassan Selim 
 NAME : HenryH. ford 
TITLE: Administrator of the 
 TITLE: Director
Department for Economic 
 USAID/Egypt


Cooveation with U.S.A.
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Implementing Orcranizations
 

.n 
acknowledgement of the foregoing Amendment, representatives of
 
the implementing organizations have subscribed their names:
 

GENERAL ORGANIZA
GOVERNORATE OF CAIRO ON FOR

GREATER CAIRO WA 
 SUPPLY
 

BY 
 -
 4 .i - BY : 
NAME :Omar Abdel Akher 
 NAME :E,.Saad El Din El Deeb
 

TITLE: Governor 
 TITLE: Chairman
 



ANUMX I Amendment 
Cairo Water Supply 1i Amplified
 

Project Description
 

Elements of this amplified project description may be changed by
written agreement of the representatives named in Section 8.2 of
the Project 
Grant Agreement without formal 
amendment 
of the
Agreement, provided that such changes are within the general scope
of the project as set 
forth in the text of the Agreement and any
amendment thereto.
 

I. 
 Proiect DescriDtion:
 

Cairo's present water production and distribution system was
designed to handle less than 
one half of 
the current water
needs of the city. The 
problem of a shortfall 
in water
production is further exacerbated by poor maintenance of the
old distribution system which causes frequent water failures
and excessive 
losses from 
leakage. The 
organizational
structure and operational systems of the General Organization
for Greater 
 Cairo 
 Water Supply (GOGCWS), the entity
responsible for potable water, needs upgrading to meet demands
of the growing population in Cairo. 
The Cairo Water Supply I
project (263-0038) began addressing Cairo's major water supply
problems by refurbishing and adding capacity to Cairo's major
water filtration plant, Rod El Farag. 
To meet the projected
hydraulic demand, additional transmission capacity is required
to 
convey water from the recently completed El Fostat Water
Treatment 
Plant 
to the new reservoirs 
in the Rod El Farag

Service area.
 

The Cairo 
Water Supply II project will
construct the required storage 
provide funding to
reservoirs 
at Darrasa and
Abassia and transmission lines from the Fostat Treatment Plant
to these reservoirs. 
The project will also help upgrade the
distribution system thus improving the efficiency in the Rod
El Farag service areas. 
 GOGCWS will assist home owners
the project service area) (in
in connecting to the public sewers
and water mains by distributing the connection charges over
reasonable monthly installments. 
This service will continue
after the project is completed.
 

In addition, this project will strengthen the institutional
capacity 
 of the water authority thus 
 increasing
efficiency, its its
operation and maintenance capability, and
revenue collection and accounting capabilities.
 

II. 
 Prolect ComDonents:
 

The project has two major components:

a) Infrastructural Development;

b) Institutional Development 

and
 



The Infrastructural Development component will 
include the

following:
 

- Installation of approximately 
20 kilometers 
of New
Transmission Pipelines.

- Installation of about 33 kilometers 
of Distribution
 

Pipelines.

-
 Erection of Four New Storage Reservoirs
-
 Facility Specific "Hands-On" Training for New Equipment


and Facilities
 

The Institutional Development Component
organizational will provide
and technical systems 
support to the water
authority in the following areas:
 

- Financial planning and autonomy.
 
-
 Manpower Development and Training
- Establishing a 
"Twinning" Exchange Arrangement with 
a


U.S. water Utility

- Purchasing and Inventory Management

-
 Generic Systems Improvements

-
 Computer Center and Automation Program
-
 Upgrading Maintenance Facilities and Equipment
- Establishing a Central Laboratory
 

III. Contribution of Parties:
 

AID grant funds will finance the foreign exchange costs for
the construction contracts and both foreign exchange and local
currency 
costs for the construction management/engineering
services contract and the institutional development/technical
assistance contracts 
and related procurements. 
 USAID will
also finance the procurement of fittings required 
for the
locally financed distribution pipelines contract.
funds do AID grant
not include LE costs 
for taxes, customs or social
insurance which, if assessed, will be paid by the GOE.
 
AID will provide financing for all foreign exchange costs from
ESF account funds 
 granted to GOGCWS for
contracts. Payment will be made 

host country

by USAID through direct
letters of commitment.
 

The GOE will provide local currency (LE) funding for the local
currency portion 
of the Reservoirs 
and Transmission
construction contracts. lines

The GOE will acquire the land and
finance all 
local currency costs affiliated with support of
the two construction contracts. 
The GCE will totally finan:e
the distribution pipelines construction 
contract. 
 The GOE
will assist 
home owners (in the project service area) in
connecting to 
 the public sewers 
 and water
distributing the connection charges 

mains by

over reasonable monthly
installments.
 



-- 

__ 

IV. Illustrative Financial Plan:
 

CAIRO WATER SUPPLY II PROJECTSUIDIARY COST ESTIATES AND FINANCIAL PLA.
AS OF THE THIRD AMENDMENT TO THE GRANT AGREEMENT 

(AID Contribution - Million $)
(GOE Contribution Million LE)-

Project Inputs Previous A.I.D. GOE
 
FY-93 
 LOP
 

obligations, Obligations 
 Obligations 
 L 
Network Upgrading 88.6 19.0 
 107.6 
 56.0
 

Institutional

Development 
 35.1 
 1.8 
 36.9 
 _
 
Project Contingency 0.2 
 0.2 
 3.0
 
Audit & Evaluation 
 0.3 
 0.3 

In-Kind 


31.0
 

TOTALS 
 124.0 
 21.0 
 145.0 
 90.0
 

Includes estimates for 
land acquisition, 
owner
office space furnished buildings,
(GOE and consultants), Recurrent 
 costs, equipment,
furniture and fittings, and related services and salaries.
 

4,
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