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A.I.D. Project No. 263-0224

Project Grant Agreement
For
Power Sector Support II
Dated 2 9 GEP 1594
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 Agreement

The purpose 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 Power Sector
Support II Project ("Project") described below and with respect

to the financing of the Project by the Parties.

Article 2: The Proiject

SECTION 2.1. Definition of Proiject. The Project, which

is further described in Annex 1, will promote the development of
an efficient and commercially oriented power sector in Egypt.
Annex 1, attached, amplifies the above definition of the Project.
Within the limits of the above definition of the Project,
elements of the amplified description stated in Annex 1 may be

changed by written agreement of the authorized representatives of
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the Parties named in Section 8.2., without formal amendment of
this Agreement.

SECTION 2.2. Incremental Nature of Project.

(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 Twenty
Six Million United States ("U.S.") Dollars ($26,000,000)
("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.
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SECTION 3.2. Grantee Resources for the Project.

(a) The Grantee agrees to provide or cause to be
provided for the Project all funds, in addition to the Grant, and
all other resources required to carry out the Project effectively
and in a timely manner.

(b) The resources provided by Grantee for the Project
will be not less than One Hundred Eleven Million Egyptian Pounds
(L.E. 111,000,000), including costs borne on an "in-kind" basis.

SECTION 3.3. Project Assistance Completion Date.

(a) The "Project Assistance Completion Date!" (PACD),
which is September 30, 2001, 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 égree 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
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any time or times reduce the amount of the Grant by all or any
part thereof for which requests for disbursement, accompanied by
Implementation Letters, were not received before the expiration

of said period.

Article 4: Conditions Precedent to Disbursement/Obligation

SECTION 4.1. First Disbursement. Prior to any
disbursement or to the issuance by A.I.D. of any commitment
documents under this Agreement, related to the funds obligated
under this Grant Agreement, the Grantee shall, except as the
Parties may otherwise agree in writing, furnish to A.I.D., in
satisfactory form and substance:

(a) 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;

(b) evidence that the proceeds of the Grant, with the
exception of funds to be used to finance consultant services and
technical assistance, training, studies and audits, will be lent
by the Government of Egypt to the Egyptian Electricity Authority
(EEA) on terms and conditions acceptable to the Government of
Egypt and EEA, and for the purpose of financing eligible costs
under the Project;

(c) evidence that the local currency financing for the
Project has been budgeted by the Government of Egypt and will be

available for timely expenditure by EEA, pursuant to EEA's cost



estimate; and,

(d) evidence that accounting records for local currency
and in-kind contributions to the Project will be maintained by
EEA.-

SECTION 4.2. Additional Obligations and Related

Disbursements.

(a) Prior to subsequent obligations of Grant funds
under this Agreement, the Grantee shall, except as the Parties
may otherwise agree in writing, furnish to A.I.D. 1in satisfactory
form and substanée, evidence that the Grantee has achieved the
necessary policy reform objectives set forth in the Memorandum of
Understanding for the relevant year.

(b) Prior to disbursement of the incrementally
obligated funds, the Grantee shall, except as the Parties may
otherwise agree in writing, furnish to A.I.D. in satisfactory
form and substance, evidence that the conditions precedent to
disbursement stated in 4.1(b), (¢) and (d) of this Agreement
have been met with regard to each incremental obligation of
funds.

SECTION 4.3. Disbursements to Finance Infrastructure.

Prior to disbursement or to the issuance by A.I.D. of any
commitment or earmarking documents to finance the Wadi El Natroun
Substation, or the Canal/Delta and Northern Upper Egypt (NUE)
Regional Control Centers, the Grantee shall, except as A.I.D. may

otherwise agree in writing furnish to A.I.D., in satisfactory

form and substance evidence that:
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(a) EEA owns the sites for the substation and
control centers; and

(b) EEA has firm commitments for making available
appropriate structures to house the equipment to be financed
under the Project.

SECTION 4.4. Disbursements for Regional Control Centers
and SCADA System. Prior to disbursement or to the issuance by
A.I.D. of any commitment or earmarking documents to finance the
Canal/Delta and NUE Regional Control Centers and the High Dam
Control Room Supervisory Control and Data Acquisition SyStem
(ScaDA), the Grantee shall, except as A.I.D. may otherwise agree
in writing, furnish to USAID, in satisfactory form and substance,
evidence that:

(a) EEA has established special management teams for
these components of the project, which will include a project
manager, and computer hardware and software specialists, as well
as legal and financial specialists which will report directly to
the EEA Chairman. The teams will have the authority to manage
these components on a day-to-day basis;

(b) the necessary radio frequencies, as specified by
the consultant, have been allocated by the Grantee for the
communications systems to be associated with the control centers
and SCADA systems; and

(c) EEA agrees to finance all foreign exchange
costs, in addition to that contributed by A.I.D., on a timely

basis that will not affect the implementation schedule.
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SECTION 4.5. Notification. When A.I.D. has determined

that the conditions precedent specified above have been met, it
will promptly notify the Grantee.

SECTION 4.6. Terminal Dates for Conditions Precedent.
If all of the conditions specified in Section 4.1 have 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. Payment by the Ministry of Electricity and

Enerqgy of Taxes, Tariffs, Duties and Other levies.

(a) To the extent that (i) any contractor financed under
the Grant, (ii) any personnel of any such contractor, (iii) any
personal effects (including personal vehicles) of any such
personnel, (iv) any equipment, materials or other property
provided or used under the Grant, (v) any work or services
performed under the Grant, or (vi) any transaction (including any
commodity procurement) financed under the Grant is not exempt
from identifiable taxes, tariffs, duties or other levies
(including social insurance assessments) imposed under the laws
in effect in the Arab Republic of Egypt, the Ministry of
Electricity and Energy shall, unless otherwise expressly provided
in Project Implementation Letters, pay the same with funds other
than those provided under the Grant.

(b) For purposes of this Section 5.1, (i) each reference
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to "contractor" shall be deemed to include any individual (who is
not a citizen or permanent resident of the Arab Republic of
Egypt) or organization (which is not organized or incorporated
under the laws of the Arab Republic of Egypt) performing work or
services, or supplying commodities, under any agreement financed
under the Grant (including contracts, grants, cooperative
agreements, subcontracts, and subagreements under grants and
cooperative agreements); and (ii) each reference to "personnel"
shall be deemed to include all individuals (whether contractors
or employees of contractors) performing work or services, or
supplying commodities, under any agreement referred to in the
preceding clause who are not citizens or permanent residents of
the Arab Republic of Egypt, and all family members of such
individuals.

SECTION 5.2. Documentation Required for Duty-Free

Importation of Commodities and Personal Effects. The Grantee
agrees that the Ministry of Electricity and Energy shall provide

to the Egyptian Customs Authority letters of guarantee and any
other documentation required for the duty-free importation of
(1) equipment (including vehicles), materials and supplies
(hereinafter collectively referred to as "commodities") financed
under the Grant; (ii) commodities imported for use in connection
with work or services to be performed under the Grant; and (iii)
the personal effects referred to in clause (iii) of Section 5.1
(a) hereof. Such letters of guarantee shall provide for payment

by the Ministry of Electricity and Energy, with funds other than
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those provided under the Grant, of all customs duties and other
taxes imposed on such commodities and such personal effects which
are not exempted from customs duties or re-exported.

SECTION 5.3. Training of Personnel. The Grantee shall

allocate an existing building to house a comprehensive training
facility and promote and make available appropriate numbers and
types of personnel for project-related training as identified
during the implementation of the Project

SECTION 5.4. 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 5.5. Periodic Reviews. Grantee and A.I.D. will

periodically review, at least twice a year, the status of the
Project and associated policy and institutional reforms.

SECTION 5.6. Local Currency and In-Kind Contributions.

The Grantee will provide USAID, on both a quarterly and annual
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basis, with reports on its accounting records on local currency

and in-kind contributions provided for the Project.

SECTION 5.7. Exemption from Decennial Liability law.

The Grantee agrees that contractors, architects, consultants and
subcontractors working on the Project shall be exempt from the
application of Egyptian law (Sections 651-654 of the Civil Code
and Law No. 106 of 1976) with respect to decennial liability.
The exemption does not relieve such contractors, architects,
consultants or subcontractors of their respective contractual
obligations which relate to their duty to exercise sound
judgment, in accordance with the standards of their respective
professions, to ensure the safety and fitness of the works for
the purpose for which they are designed and erected.

SECTION 5.8. 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 Exchange Costs. Disbursements
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
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Exchange Costs"), except 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. Disbursements
pursuant to Section 7.2 will be used exclusively to finance 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 conditions 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

services on Grantee's behalf for the Project; or,

(2) Dby 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,
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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 oOr 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
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 Exchange. Except as may be more

specifically provided under Section 7.2, if funds provided under
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the Grant are introduced into Egypt by A.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 Cooperétion
48-50 Abdel Khalik Tharwat Street
Cairo, Egypt
To A.I.D.:
A.I.D.
106 Kasr El1 Aini Street
9th Floor
Cairo, Egypt
To the Implementing Organization:
Egyptian Electricity Authority
Nasr City, Abbassia
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.
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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 the Minister
of Electricity and Energy, and A.I.D. will be represented by the
individual holding 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. Lanquage of Agreement. This agreement is
prepared in both English and Arabic. In the event of ambiguity
or conflict between the two versions, the English language
version shall prevail.

SECTION 8.4. Standard Provisions Annex. 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/tj' % /
BY

NAME

:Dr. Youssef Boutros Ghali

TITLE: Minister of State for
International Cooperation

ARAB REPUBLIC OF EGYPT

BY : Ziz é::}ﬂf

NAME

Dr. Hassan Selim

Administrator of the
Department for Economic

Cooperation with U.S.A.

TITLE :

UNITED STATES P RYC
BY — o»////

NAME

e

Edward S. Walker, Jr.

TITLE: American Ambassador

UNITED STATES OF AMERICA

LELE

ohn R. Westley

NAME :

TITLE: Director,
USAID/Egqypt
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Implementing Organizations

In acknowledgement of the foregoing Agreement, the following
representatives of the implementing organizations have subscribed
their names:

MINISTRY OF ELECTRICITY AND EGYPTIAN ELECTRICITY AUTHORITY
ENERGY

BY /,Z(e/éa //;)4. BY 60\& ly)e‘
NAM : Mohamed Maher Abaza NAME : Eng. M. FEl Said Issa

TITLE : Minister TITLE: Chairman




ANNEX 1

POWER_SECTOR SUPPORT II PROJECT (NO. 263-0224

PROJECT DESCRIPTION

Elements of this amplified description may be changed by written
agreement of the authorized representatives of the Parties,
provided that such changes are consistent with the description of
the project in Section 2.1 of the Grant Agreement.

The Goal of the project is to promote the development of an
efficient and commercially oriented power sector in Egypt. The
purpose of the project 1s to accelerate and enhance the
transformation of EEA into an autonomous electric utility capable
of operating on a commercially sound, self-sustaining basis.

The project includes two broad categories of outputs, namely,
policy/institutional reforms and infrastructure development
(commodities and equipment). The primary focus of the project,
however, is directed towards policy changes and reforms in the
electric power sector. Although project funds will be disbursed
primarily for englneerlnq services, equipment and construction, the
infrastructure aspect is simply a means to an end. Primary project
outputs will be policy changes and improvements in the way the
sector is managed, while secondary outputs will result in the more
efficient provision of electric power.

The specific policy/institutional reforms include: improvements in
EEA's financial viability; increased autonomy for EEA; regulatory
reform of the Egyptian Electric Power Sector; and improvements in
EEA's planning and efficiency.

USAID's contribution of $200 million in life of project funds will
be obligated in four annual tranches, with an initial obligation
in FY 1994, followed by three annual obligations in FYs 1995-97.
The size of the actual obligation may be adjusted up or down by
USAID to reflect the magnitude of EEA reform efforts and progress
toward the agreed upon reform targets. Each obligation will
finance one or more stand-alone infrastructure development
activities.

PROJECT ELEMENTS

1. Project Reform Technical Assistance and Training

EEA will require technical assistance to implement some of the

V|
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policy reforms agreed to under the Project. The Technical
Assistance Contractor will assist EEA in developing and
implementing procedures, laws, regulations, annual business
plans and other institutional development tasks as required by
EEA and USAID. The scope of work for this contractor has been
developed closely with EEA based on the recently completed
assessment of the Egyptian Electric Power Sector and the
reforms agreed to between EEA and USAID.

The project will fund both in-country and participant
training. Implementation of training will be through the
institutional contractor responsible for developing the life-
of-project training plan and a detailed budget.

Equipment and Construction Services

Equipment and construction services will be provided to
finance discrete, stand-alone infrastructure development
activities. Specialized operations and maintenance training
will be provided by equipment suppliers for the equipment
financed under the project. Contemplated infrastructure
development activities are described below:

Static VAR Compensators: During periods of high electrical
demand, the Egyptian power transmission network experiences
low voltage conditions causing increased electrical losses.
During periods of low electrical demand, the grid system
experiences high voltages which overstress transformers,
insulators, customer appliances and other equipment. The
existing rotating synchronous condensers, which currently
serve to control and stabilize the voltage level on the
transmission network, are partially disabled and operating at
less than thirty per cent of the originally designed output
rating. Hence, EEA plans to replace the existing three
synchronous condenser units with state-of-the-art non-rotating
reactive compensators at the Cairo 500 substation.

Wadi El1 Natroun Transmission Substation: Wadi El Natroun is
located in the E1 Beheira Governorate on the Cairo-Alexandria
desert highway, adjacent to newly developing communities which
are rapidly growing due to land reclamation programs in the
area. The existing substations in this regional electrical
network are experiencing above normal load growth. The
proposed Wadi El1 Natroun substation will strengthen the sub-
transmission and distribution networks through feeder
interconnection of the electrical capacity installed at
existing substations, and will improve the network system
reliability. The proposed substation will be interconnected
with a double circuit 220KV transmission line to the existing
Sixth of October 220/66KV substation.
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Canal/Delta and Northern Upper Egypt Regional Control Centers:
These control centers will allow EEA to monitor and control
the transmission (500KV and 220KV) and sub-transmission (132KV
and 66KV) of electricity within their respective regions. The
centers will have three main functions: 1) collecting,
instantaneously displaying and storing data regarding the
-operating condition of the system; 2) providing remote control
of selected circuit breakers and switches; and 3) transmitting
data, operating instructions and verbal conversations by a
communications system between the Regional Control Center, the
National Control Center in Cairo, substations and maintenance
centers within their respective operating regions. The system
will be designed so that regional operating and maintenance
personnel can be made aware of the current condition of the
power system and problems as they occur, allowing for the
necessary action to be taken to restore service rapidly. The
EEA control center staff will utilize the information to more
effectively manage the operation of this complex network.
Effective management will contribute to reduced losses,
enhanced quality of service, and improved reliability for
customers depending on continuous service.

High Dam Control Room SCADA: The High Dam Control Room, which
was constructed in 1967, has not kept pace with either the
expansion of the power system or advances in system control
technology. The High Dam Control Room is without telemetry and
telecontrol facilities and relies basically on human operation
through the use of telephone conversations. As a result, the
existing system does not provide the necessary information in
a timely fashion or in the detail required for the system
operators to base operating decisions. In recognition of this
deficiency, the High Dam Control Room will be provided with a
Supervisory Control and Data Acquisition (SCADA) System, i.e.,
the software and hardware used to control an electric system
remotely and to acquire data on its status, which will
facilitate the supervision and control of the High Dam Power
Systen.

High Voltage Test Laboratory: The existing High Voltage Test
Laboratory, located at the Pyramids High Voltage Research
Center, is obsolete and not equipped to carry out high voltage
testing required to meet existing standards. The lab will be
upgraded to carry out the testing of high voltage equipment,
such as power transformers, insulators, cables and conductors,
arresters, circuit breakers and disconnector switches. In
addition, research will be performed at the lab teo assist in
the development of gas insulating switch gear, DC high voltage
transmission, insulation materials, and contamination and
washing systems. A transmission tower testing facility
equipped with appropriate instrumentation will be installed so
that EEA can test tower designs.
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Planning Software: One of the key reform targets in the MOU
between the GOE and USAID is the improvement of system
planning and operations. To achieve this target, some of the
planning software used by EEA should be replaced. For example,
the program that is currently used to estimate load profiles
is very deficient; it is time consuming to run, inflexible,
and regquires many manual inputs. Therefore, the Project will
finance the upgrading of computer software currently in use by

EEA.

Abu Sultan Control Replacement: The current control system at
the USAID-financed Abu Sultan Power Station utilizes analog
processing, for which spare parts are no longer available. In
order to maximize unit efficiency, and therefore system
efficiency, state-of-the-art combustion management controls
using digital instrumentation will be installed. Automatic
Generation Contreol will be modernized and integrated into the
station control system.

Time-of-Day Metering: An Electricity Pricing Study was
completed by RCG/Hagler, Bailley, Inc. in January 1992. One
major recommendation of this USAID-funded study was that EEA
strive to sell every KWH on a time-of-day (TOD) tariff. EEA
sells power at approximately 3,000 delivery points. Thus, it
should be possible to proceed in a phased manner to procure
and install TOD meters at each delivery point within a three

year time frame.

Engineering and Construction Management:

The project will provide U.S. Engineering and Consultant
management Services to assist in the performance of
operational studies design, procurement, project management
and supervision of the work associated with the construction
of the facilities and installation of the equipment to be
procured under the project. The first contract will provide
Engineering and Construction Management Services for: the
procurement and installation of reactive power compensation
equipment; the conceptual design and management for the
construction of a transmission substation, the replacement of
outdated controls at the Abu Sultan Thermal Power Station,
procurement and supervision of the installation of a state-of-
the art control room at the High Dam, the procurement of TOD
metering, Procurement of planning software and the procurement
and supervision of renovation of the High Voltage Laboratory.
A second contract will be for the Engineering and Construction
Management Services for the more technically complex Regional
Control Centers.



ATTACHMENT 1 TO ANNEX 1

ILLUSTRATIVE FINANCIAL PLAN

($ MILLION)
EF FY 94 |LIFE OF PROJECT |GOE (LE MILLION)
i Obligation u.s. Contribution
" Contribution Cash In Kind
Policy ReformiInstitutional Development 16.0 16.0 0.0 0.0
TA and Training 16.0 16.0 0.0 0.0
Infrastructure Development 10.0 173.0 98.0 13.0
|Engineering and Construction Managment 3.0 15.0 11.0 2.0
Equipment and Construction Services 7.0 158.0 87.0 11.0
Static VAR Compensators 0.0 23.0 7.0 0.0
Planning Software 2.0 20 0.5 0.0
Wadi El Natroun Substation 0.0 31.0 20.0 0.7
Abu Sultan Controls 0.0 18.0 8.0 0.3
Time - of - Day Metering 0.0 3.0 1.0 0.0
High Dam Control Room (SCADA) 5.0 5.0 0.5 0.0
Canal/Delta Zone Control Center 0.0 31.0 20.0 5.0
High Voltage Test Lab 0.0 14.0 10.0 0.0
NUE Regional Control Center 0.0 31.0 20.0 5.0
Audit and Evaluation 0.0 0.5 0.0 0.0
Contingency 0.0 10.5 0.0 0.0




ANNEX 2

Project Grant Standard

Provisions Annex

Definitions: As used in this Annex, the "Agreement" refers to
the Project Grant Agreement to which this Annex is attached and
of which this Annex forms a part. Terms used in this Annex have
the same meaning or reference as in the Agreement.

Article A: Project Implementation Letters.

To assist Grantee in the implementation of the Project, A.I.D.,
from time to time, will issue Project Implementation Letters that
will furnish additional information about matters stated in this
Agreement. The Parties may also use jointly agreed-upon Project
Implementation Letters to confirm and record their mutual
understanding on aspects of the implementation of this Agreement.
Project Implementation Letters will not be used to amend the text
of the Agreement, but can be used to record revisions or
exceptions which are permitted by the Agreement, including the
revision of elements of the amplified description of the Project
in Annex 1.

Article B: General Covenants

SECTION B.1 Consultation. The Parties will cooperate to
assure that the purpose of this Agreement will be accomplished.
To this end, the Parties, at the request of either, will exchange
views on the progress of the Project, the performance of
obligations under this Agreement, the performance of any
consultants, contractors cor supplicrc cngaged on the Project, and
other matters relating to the Project.

SECTION B.2 Execution of Project. The Grantee will:

(a) carry out the Project or cause it to be carried out
with due diligence and efficiency, in conformity with sound
technical, financial and management practices, and in conformity
with those documents, plans, specifications, contracts, schedules
or other arrangements, and with any modifications therein,
approved by A.I.D. pursuant to this Agreement; and

(b) provide qualified and experienced management for, and
train such staff as may be appropriate for the maintenance and
operation of the Project, and, as applicable for continuing
activities, cause the Project to be operated and maintained in
such manner as to assure the continuing and successful
achievement of the purposes of the Project.

& E;’zf'
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SECTION B.3 Utilization of Goods and Services.

(a) Any resources financed under the Grant will, unless
otherwise agreed in writing by A.I.D., be devoted to the Project
until the completion of the Project, and thereafter will be used
so as to further the objectives sought in carrying out the

Project.

(b) Goods or services financed under the Grant, except as
A.I.D. may otherwise agree in writing, will not be used to
promote or assist a foreign aid project or activity associated
with or financed by a country not included in Code 935 of the
A.I.D. Geographic Code Book as in effect at the time of such use.

SECTION B.4 Taxation.

(a) This Agreement and the Grant will be free from any
taxation or fees imposed under laws in effect in the territory of

the Grantge.

(b) To the extent that: (1) any contractor, including any
consulting firm, any personnel of such contractor financed under
the Grant, and any property or transaction relating to such
contracts; and (2) any commodity procurement transaction financed
under the Grant, are not exempt from identifiable taxes, tariffs,
duties or other levies imposed under laws in effect in the
territory of the Grantee, the Grantee will, as and to the extent
provided in and pursuant to Project Implementation Letters, pay
or reimburse the same with funds other than those provided under

the Grant.

SECTION B.S. Réports, Accounting 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 prospective 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
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Grantee, (3) accounting principles prescribed by the
International Accounting Standards Committee (an affiliate of the
International Federation of Accountants), or (4) such other
accounting principles as the Parties may agree to in writing.
Project books and records shall be maintained for at least three
years after the date of last disbursement by A.I.D.

(c) If $25,000 or more is disbursed directly to the Grantee
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 section (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
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,
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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 with a
direct grant from A.I.D. is required to arrange for its own
audits; and a host country contractor should be audited by the
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."

SECTION B.6. Cbmgleteness of Informatién. The Grantee

confirms:

(a) that the facts and circumstances ¢f which it has
informed A.I.D., or caused A.I.D. to be informed, in the course
of reaching agreement with A.I.D. on the Grant, are accurate and
complete, and include all facts and circumstances that might
materially affect the Project and the discharge of
responsibilities under this Agreement; and

(b) that it will inform A.I.D. in timely fashion of any
subsequent facts and circumstances that might materially affect,
or that it is reasonable to believe might so affect, the Project
or the discharge of responsibilities under this Agreement.

SECTION B.7. Other Payments. Grantee confirms that no
payments have been or will be received by any official of the
Grantee in connection with the procurement of goods or services
financed under the Grant, except fees, taxes or similar payments
legally established in the country of the Grantee.
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SECTION B.8. Information and Marking. The Grantee will
give appropriate publicity to the Grant and the Project as a
program to which the United States has contributed, identify the
Project site, and mark goods financed by A.I.D., as described in
Project Implementation Letters.

Article C: Procurement Provisions.

SECTION C.1. Special Rules.

(a) The source and origin of ocean and air shipping will be
deemed to be the ocean vessel's or aircraft's country of registry
at the time of shipment.

(b) Premiums for marine insurance placed in the territory
of the Grantee will be deemed an eligible Foreign Exchange Cost,
if otherwise eligible under Section C.7(a}).

(c) Any motor vehicles financed under the Grant will be of
United States manufacture, except as A.I.D. may otherwise agree
in writing.

(d) Transportation by air, financed under the Grant, of
property or persons (and their personal effects) will be on
carriers holding United States certification, to the extent
service by such carriers is available. Details on this
requirement will be described in a Project Implementation Letter.

SECTION C.2 Eligibility Date. No goods or services may be
financed under the Grant which are procured pursuant to orders or
contracts firmly placed or entered into prior to the date of this
Agreement, except as the Parties may otherwise agree in writing.

SECTION C.3 Plans, Specifications and Contracts. In order

for there to be mutual agreement on the following matters, and

except as the Parties may otherwise agree in writing:
(a) The Grantee will furnish to A.I.D. on preparation,

(1) any plans, specifications, procurement or
construction schedules, contracts, or other documentation
relating to goods or services to be financed under the Grant,
including documentation relating to the prequalification and
selection of contractors and to the solicitation of bids and
proposals. Material modifications in such documentation will
likewise be furnished A.I.D. on preparation;

(2) such documentation will also be furnished to
A.I.D., upon preparation, relating to any goods or services
which, though not financed under the Grant, are deemed by A.I.D.
to be of major importance to the Project. Aspects of the Project
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involving matters under this subsection (a) (2) will be
identified in Project Implementation Letters;

(b) Documents related to the prequalification of
contractors, and to the solicitation of bids or proposals for
goods and services financed under the Grant will be approved by
A.I.P. in writing prior to their issuance, and their terms will
include United States standards and measurements;

(c) Contracts and contractors financed under the Grant for
engineering and other professional services, for construction
services, and for such other services, equipment or materials as
may be specified in Project Implementation Letters, will be
approved by A.I.D. in writing prior to execution of the contract.
Material modifications in such contracts will also be approved in
writing by A.I.D. prior to execution; and

(d) Consulting firms used by the Grantee for the Project
but not financed under the Grant, the scope of their services and
such of their personnel assigned to the Project as A.I.D. may
specify, and construction contractors used by the Grantee for the
Project but not financed under the Grant, shall be acceptable to

A.I.D.

SECTION C.4 Reasonable Price. No more than reasonable
prices will be paid for any goods or services financed, in whole
or in part, under the Grant. Such items will be procured on a
fair and, to the maximum extent practicable, on a competitive

basis.

SECTION C.5. Notification to Potential Suppliers. To

permit all United States firms to have the opportunity to
participate in furnishing goods and services to be financed under
the Grant,; the Grantee will furnish A.I.D. such information with
regard thereto, and at such times, as A.I.D. may request in
Project Implementation Letters.

SECTION C.6 Shipping.

(a) Goods which are to be transported to the territory of
the Grantee may not be financed under the Grant if transported
either:

(1) on an ocean vessel or aircraft under the flag of a
country which is not included in A.I.D. Geographic Code 935 as in
effect at the time of shipment; or

(2) on an ocean vessel which A.I.D., by written notice
to the Grantee has designated as ineligible; or

(3) under an ocean or air charter which has not
received prior A.I.D. approval.
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(b) Costs of ocean or air transportation (of goods or
persons) and related delivery services may not be financed under
the Grant, if such goods or persons are carried:

(1) on an ocean vessel under the flag of a country
not, at the time of shipment, identified under the paragraph of
the Agreement entitled "Procurement Source: Foreign Exchange
Costs," without prior written A.I.D. approval; or on a non-U.S.
flag air carrier if a U.S. flag carrier is available (in
accordance with criteria which may be contained in Project
Implementation Letters) without prior written A.I.D. approval; or

(2) on an ocean vessel which A.I.D., by written notice
to the Grantee, has designated as ineligible; or

(3) under an ocean vessel or air charter which has not
received prior A.I.D. approval.

(c¢) VUnless A.I.D. determines that privately-owned United
States-flag commercial ocean vessels are not available at fair
and reasonable rates for such vessels,

(1) at least fifty percent (50%) of the gross tonnage
of all goods (computed separately for dry bulk carriers, dry
cargo liners and tankers) financed by A.I.D. which may be
transported on ocean vessels will be transported on
privately-owned United States-flag commercial vessels; and

(2) at least fifty percent (50%) of the gross freight
revenue generated by all shipments financed by A.I.D. and
transported to the territory of the Grantee on dry cargo liners
shall be paid to or for the benefit of privately-owned United
States-flag commercial vessels.

Compliance with the requirements of (1) and (2) of this
subsection must be achieved with respect to both any cargo
transported from U.S. ports and any cargo transported from
non-U.S. ports, computed separately.

SECTION C.7. Insurance.

(a) Marine insurance on goods financed by A.I.D. which are
to be transported to the territory of the Grantee may be financed
as a Foreign Exchange Cost under this Agreement provided:

(1) such insurance is placed at the lowest available
competitive rate, and

(2) <claims thereunder are payable in U.S. Dollars, or
as A.I.D. may agree in writing, in the currency in which such
goods were financed or in any freely convertible currency.
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If the Grantee (or government of Grantee), by statute,
decree, rule, regulation or practice discriminates with respect
to A.I.D.-financed procurement against any marine insurance
company authorized to do business in any State of the United
States, then all goods shipped to the territory of the Grantee
financed by A.I.D. hereunder will be insured against marine risks
and such insurance will be placed in the United States with a
company or companies authorized to do a marine insurance business
in a State of the United States.

(b) Except as A.I.D. may otherwise agree in writing, the
Grantee will insure, or cause to be insured, goods financed under
the Grant imported for the Project against risks incident to
their transit to the point of their use in the Project; such
insurance will be issued on terms and conditions consistent with
sound commercial practice and will insure the full value of the
goods. Any indemnification received by the Grantee under such
insurance will be used to replace or repair any material damage
or any loss of the goods insured or will be used to reimburse the
Grantee for the replacement or repair of such goods. Any such
replacements will be of source-and origin of countries listed in
A.I.D. Geographic Cocde 935 as in effect at the time of
replacement, and, except as the Parties may agree in writing,
will be otherwise subject to the provisions of the Agreement.

SECTION C.8. U.S. Government-Owned Excess Property. The

Grantee agrees that wherever practicable United States
Government-owned excess personal property, in lieu of new items
financed under the Grant, should be utilized. Funds under the
Grant may be used to finance the costs of obtalnlng such property

for the Project.

Article D: Termination; Remedies.

SECTION D.1. Termination. Either Party may terminate this
Agreement by giving the other Party 30 days written notice.
Termination of this Agreement will terminate any obligations of
the Parties to provide financial or other resources to the
Project pursuant to this Agreement, except for payments which
they are committed to make pursuant to non-cancellable
commitments entered into with third parties prior to the
termination of this Agreement. 1In addition, upon such
termination A.I.D. may, at A.I.D.'s expense, direct that title to
goods financed under the Grant be transferred to A.I.D. if the
goods are from a source outside Guarantee's country, are in a
deliverable state and have not been offloaded in ports of entry
of Guarantee's country.

SECTION D.2. Refunds

(a) In the case of any disbursement which is not supported
by valid documentation in accordance with this Agreement, or
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which is not made or used in accordance with this Agreement, or
which was for goods or services not used in accordance with this
Agreement, A.I.D., notwithstanding the availability or exercise
of any other remedies under this Agreement, may require the
Grantee to refund the amount of such disbursement in U.S. Dollars
to A.I.D. within sixty (60) days after receipt of a request
therefor.

(b) If the failure of Grantee to comply with any of its
obligations under this Agreement has the result that goods or
services financed under the Grant are not used effectively in
accordance with this Agreement, A.I.D. may require the Grantee to
refund all or any part of the amount of the disbursements under
this Agreement for such goods or services in U.S. Dollars to
A.I.D. written sixty (60) days after receipt of a request
therefor.

(c) The right under subsection (a) or (b) to require a
refund of a disbursement will continue, notwithstanding any other
provision of this Agreement, for three years from the date of the
last disbursement under this Agreement.

(d) (1) Any refund under subsection (a) or (b); or (2) any
refund to A.I.D. from a contractor, supplier, bank or other third
party with respect to goods or services financed under the Grant,
which refund relates to an unreasonable price for or erroneous
invoicing of goods or services, or to goods that did not conform
to specifications, or to services that were inadequate, will: (A)
be made available first for the cost of goods and services
required for the Project, to the extent justified; and (B) the
remainder, if any, will be applied to reduce the amount of the

Grant.

(e) Any interest or other earnings on Grant funds disbursed
by A.I.D. to the Grantee under this Agreement prior to the
authorized use of such funds for the Project will be returned to
A.I.D. in U.S. Dollars by the Grantee.

SECTION D.3. Nonwaiver of Remedies. No delay in exercising
any right or remedy accruing to a Party in connection with its
financing under this Agreement will be construed as a waiver of
such right or remedy.

SECTION D.4. Assignment. The Grantee agrees, upon request,
to execute an assignment to A.I.D. of any cause of action which
may accrue to the Grantee in connection with or arising out of
the contractual performance or breach of performance by a party
to a direct U.S. Dollar contract with A.I.D. financed in whole or
in part out of funds granted by A.I.D. under this Agreement.

g
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