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A.I.D. Project No. 263-0242
Project Grant Agreement
For
Heathy Mother/Healthy Child project
Dated: & 3 1%
Between
The Arab Republic of Egypt ("Grantee")

aAnd

The United States of America, acting through the
U.S. Agency for International Development ("USAID").

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 Healthy
Mother/Healthy Child 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 Project. The Project, which
is further described in Annex 1, will assist the Government of
Egypt ("GOE") to improve the gquality, effectiveness and use of
reproductive and child health services in public and private
facilities and households, with emphasis on high-risk regions.
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



— 2 _
the Parties named in Section 3.2., without formal amendment of
this Agreement.

Section 2.2. Incremental Nature of Proiject.

(a) USAID'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 USAID 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, USAID, based upon consultation
with the Grantee, may specify in Project Implementation Letters
appropriate time periods for the utilization of funds granted by

USAID 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, USAID, pursuant to the Foreign Assistance Act of
1961, as amended, agrees to grant the Grantee under the terms
this Agreement not to exceed Twenty Million United States
("U.s.") Dollars ($20,000,000) ("Grant"). The Grant may be use:
to finance foreign exchange costs, as defined in Section 6.1, iri
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 Projeckt.

(a) The Grantee agrees to provide or cause to be
provided for the Project all funds, 1n 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 the Egyptian Pound eguivalent of Twenty
Five Million U.S. Dollars ($25,000,000), including costs borne on
an "in-kind" basis.

Section 3.3. Project Assistance Completion Date.

(a) The "Project Assistance Completion Date" (PACD),
which is six years from the date of initial obligation, 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 USAID may otherwise agree in writing,
USAID will not issue or approve documentation which would
authorize disbursement of the Grant f&r 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 USAID or any bank described in

Section 7.1 no later than nine (9) months following the PACD, or
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such other period as USAID agrees to in writing. After such
period, USAID, giving notice in writing to the Grantee, may at
any time or times reduce the amount of the Grant by all or any
part thereof for which requests for disbursement, accompanied by
necessary supporting documentation prescribed in Project

Implementation Letters, were not received before the expiration

of said period.

Article 4: Conditions Precedent to Disbursement

Section 4.1. First Disbursement. Prior to any

disbursement or to the issuance by USAID of any commitment
documents under this Agreement, the Grantee shall, except as the
Parties may otherwise agree in writing, furnish to USAID, 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} For the Ministry of Health, evidence of the
appointment of all appropriate central.project staff to be
responsible for day-to-day implementation of the Project
representing all relevant departments.

(c) For the Ministry of Information, evidence of the
appointment of appropriate Project staff from all relevant

departments.
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Section 4.2. Disbursements for Local Costs Incurred by

Implementing Agencies.

Prior to disbursement of funds to implementing agencies
for the GOE fiscal year commencing July 1, 1996, and ending June
30, 1997, and for each GOE fiscal year thereafter, for the
purpose of paying local costs incurred or to be incurred by such
implementing agencies to implement the Project, upon the request
of USAID, Grantee agrees to present evidence prior to the
beginning of each such fiscal year, satisfactory in form and
substance to USAID, that Grantee has made avalilable from its own
resources for the forthcoming fiscal year, funds to pay normal
GOE premium pay for the relevant implementing agency management
and technical staff (central, governorate and district level, as
appropriate). |

Section 4.3. Notification. When USAID has determined

that the conditions precedent specified above have been met, it

Wwill promptly notify the Grantee.

Section 4.4. 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 USAID may agree to in writing, USAID may terminate this

Agreement by written notice to Grantee.

Article 5: Special Covenants

Section 5.1. Payment of Taxes, Tariffs, Duties and Other

Levies by the Ministry of Hea.th and the Ministrv of Information.
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(a) To the extent that (i) any contractor financed under
the Grant, (ii) any personnel of any such contractor, (iii) any
personal effects (including perscnal 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 Health
and/or the Ministry of Information 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, (1) each reference
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
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the Arab Republic of Egypt, and all family members of such

individuals.

Section 5.2. Docurentation Required for Duty-Free

Importation of Commodities and Personal Effects. The Grantee

agrees that the Ministry of Health and/or the Ministry of
Information shall provide to the Egyptian Customs Authority
letters of guarantee and any other documentation required for the
duty-free importation of (i) 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 (iil) of Section 5.1(a) herecf. Such
letters of guarantee shall orovide for payment by the Ministry of
Health and/or the Ministry of Information, with funds other than
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. Field Epidemiological Training Program.

Except as USAID otherwise agreés in writing, the Grantee
agrees that the Ministry of Health will comply with the follcwing
covenants during the term of this Agreement, and will furnish
USAID with such evidence, in satisfactory form and substance, s
USAID may request regarding such compliance:

(a) Not later than three vears after the date of this

Agreement, the Ministry of Health will identify the department
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within its organization which will administer epidemiological
services permanently as an integrated institutional element of
the Ministry.

(b) Not later than three years after the date of this
Agreement, the Ministry of Health will appoint a Department Head
responsible for sustaining the epidemiological training program
and developing a long-term strategy for epidemiological research,
surveillance and information dissemination.

(c) Not later than three years after the date of this
Agreement, the Ministry of Health will develop a long-term
strategy for epidemiological services, including a staffing plan
creating positions at national and governorate levels to make
effective use of the graduates of the training program, and a
line item in the budget sufficient to cover salaries,
epidemiological research, surveillance and communications.

Section 5.4. Appointnents of Governorate and District

Except as USAID otherwise agrees in writing, the Grantee
agrees that the Ministry of Health shall, prior to and
continuously during the time any funds available under this
Agreement are utilized for Project activities in selected
Governorates and Districts, ensure that, for each Governorate andi
District targeted for funding under this Agreement, (i)
appropriate staff are in place at the Governorate Health
Directorate, and (ii) the District Health office is staffed with

at least one District Health Officer and one professional
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assistant. The Grantee agrees that the Ministry of Health, upon
the request of USAID, shall furnish evidence, in form and
substance satisfactory to USAID, of compliance with this

covenant.

Section 5.5. 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 5.6. Ratification. The Grantee will take all

necessary action to complete all legal procedures necessary to
ratification of this Agreement and will notify USAID 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
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source and origin in the United States (Code 000 of the USAID
Geographic Code Book as in effect at the time orders are placed
or contracts entered into for such goods or services) ("Foreign
Exchange Costs'"), except as USAID may otherwise agree in writing,
and except as provided in the Project Grant Standard Provisions

Annex, Section C.1l(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"); provided,
however, that the eligibility of local goods and services shall
be limited in accordance with Section 18Alc of USAID Handbook 1B,

Chapter 18, or any successor provision.

Article 7: Disbursement

Section 7.1. Disbursement for Foreign Exchange Costs.

(a) After satisfaction of the Conditions Precedent
described in Section 4.1, 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 USAID, with necessary
supporting documentation as prescribed in Project Implementation

Letters, (A) requests for reimbursement for such goods or
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services, or, (B) requests for USAID to procure commodities or
services on the Grantee's pehalf for the Project; or

(i1) by requesting USAID to issue Letters of
Commitment for specified amounts (A) to one or more U.S. banks,
satisfactory to USAID, committing USAID 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 USAID 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 USAID 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 the Conditions Precedent
described in Sections 4.1 and 4.2, :..e 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 USAID, with necessary support
documentation as prescribed in Project Implementation Letters,
requests to finance such costs.

(b) The local currency needed for such disbursements m~ay
be obtained by acquisition by USAID 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 USAID to obtain the local currency.

Section 7.3. oOther Forms of Disbursement. Disbursements

of the Grant may also be nade through such other means as the
Parties may agree to 1n writing.

Section 7.4. Rate of Exchange. Except as may be more

specifically provided under Section 7.2, 1f funds provided under
the Grant are introduced into Egypt by USAID or any public or
private agency for purposes of carrying out obligations of USAID
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 USAID 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 wnen

delivered to such party at the following addresses:

To the Grantee:

Ministry of International Cooperation

Department for Economic Cooperation with the U.S.
48-50 Abdel Khalik Tharwat Street

5th Floor

Cairo, Egypt



To USAID:

USAID

106 Kasr El Ainl Street
9th Floor

Cairo, Egypt

To the Implementing Organilzations:
Ministry of Health
Magless El Shaab Street
Cairo, Egypt
Ministry of Information
Corniche El-Nil St. Maspero
Television Bldg
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 USAID will
be represented by the individual holding or acting in the office
of Mission Director, USAID, each of whom, by written notice, may
designate additional representatives for all purposes other than
exercising the power under Secticn 2.1 to revise elements of the
Project Description set forth in Annex 1. The names of the
representatives of the Grantee, with specimen signatures, will be
provided to USAID, which may accept as duly authorized any

instrument signed by such representatives in implementation of
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this Agreement, until receipt of written notice of revocation of
their authority.

Section 8.3. Language of 3Agreement. This Agreement is

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 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.



IN WITNESS WHEREOF,

the Grantee and the United States of

America, each acting through its duly authorized representatives,

have caused this Agreement to be signed in their names and

delivered as of the day and vyear first above written.

TITLE:

Minlister of State for
International Cooperation

ARAB REPUBLIC OF EGYPT

o X

Dr. Hassan Selim

Administrator of the
Department for Economic
Cooperation with U.S.A.

UNITED STATES /%ifE;CA
BY : '/L/"'& A—%

NAME Edward S. Walker, Jr.
TITLE: American Ambassador
UNITED STATES OF AMERICA

L 0
By L.l )y
Nagw;

NAME John R. Westlevy
TITLE: Director,
USAID/Egypt
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Inmplementing Organizations

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

their names:

BY : /iz JZ/%;///

NAME : Dr. Ali Abdel-Fattah

TITLE: Minister of Health

BY : ¢=:EE>

NAME *™ir. Safwag El Sherif i

TITLE: Minister of Information
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HEALTHY MOTHER/HEALTHY CHILD PROJECT
(263~0242)
PROJECT DESCRIPTION

INTRODUCTION

Despite significant gains in maternal and child health made in
Egypt over the past ten years of USAID support, important health
problems persist, especially in Upper Egypt. While the existing
health infrastructure and the accomplishments to date provide a
solid foundation for further advances in this sector, some
important changes in strategy will be made.

First, the successes achieved elsewhere must be brought to the
highest risk regions of Egypt, especially rural Upper Egypt.
Second, as significant investments have already been made at the
central level, more resources should now be focused on the local
communities, where the needs are greatest. Third, the impact of
effective vertical interventions should now be increased through
their integration into a comprehensive reproductive and child

health care package.

PROJECT GOAL AND PURPOSE

The project goal is to reduce maternal, neonatal and child
mortality. The project purpose is:

to improve the gquality, effectiveness and use of
reproductive and child health services in public/private
health facilities and housenoclds, with emphasis on high-risk

regions.

To do so, the project aims to catalyze the consolidation and
provision in targeted districts of an "essential minimum package”
of reproductive and child health services that are feasible to
Egypt's health care system. This "HM/HC package" will be based
upon internationally-recognized, cost effective models which have
demonstrated ability to address all the indirect and direct
causes of maternal, neonatal and child mortality. Three
components will be instituticonalized at the district level:
clinical services, community services, and management systems.
The full package includes six orf =—he key cost effective
interventions cited by the World Bank as elements of the public
nealth and essential clinical services that can reduce the burden
of disease in low-income countries by over 30 percent: EPI,
school health, other public nealth programs (health and nutrition
information), management of the sick child, prenatal and delivery

care, and family planning.
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DISTRICT STRATEGY

The largest share of project resources will thus be directed to
the district level. The project will mobilize district-level
health providers and communities to strengthen the planning and
management of the health care systems within their jurisdictions,
organize them to be more cost effective, and thereby improve
their quality and ensure that each component health unit delivers
the minimum "HM/HC package.'" It will allow each district to
tailor a strategy to meet its own unique set of needs and
challenges. It will bring the most underprivileged communities
of Egypt vital missing information and services through improved
organization, outreach, educational campaigns, activities of
Egyptian non-governmental organizations (ENGOs) and mass media.
It will thus empower household members, particularly women, with
information and involvement, to make them active, successful
providers and better consumers of care. This implementation
strategy should promote a closer partnership between public and
private providers, and between all care givers and the households
they serve. It should also help create a new ethos about health

care in these communities.

The project will pay special attention to building capacity at
the governorate level for oversight of and support to the
district-level strategy and will cover all districts within each
targeted governorate. The project will consult with the Health
Advisory Council in each governorate and coordinate efforts with
other projects underway in the same districts.

Implementation of the district-level strategy will be guided by
the Ministry of Health (MOH) and USAID with the assistance of:
UNICEF, supported by a direct grant from USAID to cover three
governorates; technical assistance during start-up provided' by
the centrally-funded USAID Mothercare project; a prime technical
assistance contractor that will cover an estimated four
governorates; and one or more U.S. private voluntary
organizations (PVOs) providing grants and guidance to ENGOs
active in the targeted districts through an umbrella mechanism.

A Project Steering Committee cnaired by the MOH First Under
Secretary for Preventive and Basic Health Care and including
representatives of the MOH, the Ministry of Information, USAID,
UNICEF, and, eventually, the prime contractor, will be
responsible for setting project policy, coordinating the efforts
of all implementing agents, meeting quarterly to monitor
progress, and reviewing the plans developed by District
Committees and approved by Governorate Committees. The project
will be situated within the MOH Department of Maternal and Child
Health Care under the supervision of the Under Secretary for
Primary Health Care.
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NATIONAL STRATEGIES

National level interventions are intended to provide necessary
support to district activities and alsoc address longer-ternm
weaknesses in the Egyptian health care system. In collaboration
with the MOH, the project will develop national standards and
protocols for the HM/HC essential package, and identify and
encourage further cost recovery policies that should increase
sustainability of district-level activities. A streamlining of
the data collection and reporting systems for health facilities
should make these systems more useful for both MOH and HM/HC
project planning and impact monitoring, and lead to improved
quality of health services. Quality should, in turn, lead to
improved client satisfaction, and higher public utilization of
the health care services.

aAdditional national-level interventions will include all or some
of the following activities. The Field Epidemiological Training
Program (FETP), initiated under the Child Survival Project (CSP),
should be continued and institutionalized in an appropriate MOH
department. FETP will assist in the implementation of the
project's different components. Other activities established
under the CSP requiring continued support will be identified and
sustained. Working with the Medical Sector of the Supreme
Council of Universities, the project could augment the relevant
curricula and clinical training offered by medical, nursing and
pharmacology schools, and thereby improve the knowledge and
skills of health care providers. Through these institutions and
the promotion of credit programs, the project may also seek to
increase the supply of female physicians, nurses and midwives,
the care givers of choice in this health sector. The Student
Medical Insurance Program (SMIP) of the Health Insurance
Organization (HIO) may be supported to strengthen its health and
nutrition education programs for adolescent girls.

In collaboration with the Ministry of Information's State
Information Service, the project will develop mass media HM/HC
campaigns and reinforce these messages person-to-person at the
district level. And it may provide grants to strengthen the
capacity of ENGOs to support the HM/HC district strategy and
provide complementary health and community services.

The project also anticipates a considerable amount of training as
a means to achieving its objectives. The precise number and type
of personnel to be trained will be defined by a training needs
assessment that will be carried out under the project. Most of
the training will be provided in-country using existing
institutions. Medical universities and teaching hospitals could
be used for clinical training, as could relevant university-based
training facilities such as the aAin Shams University's Regional
Center for Training (RCT) and the Center for Social and

W
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Preventative Medicine at Cairo University. The Ministry of
Health's training department, the General Directorate for Human
Resource Development, should be the site for pre-service
training. In-service medical training and training of
governorate and district personnel in planning and management
will take place in existing local training sites. Off-shore
participant training will be limited to specialized areas for
which in-country training is not available.

PROJECT RESULTS

The goal level objectives for the targeted districts are:

20% decrease in infant mortality rate
15% decrease in neonatal mortality rate
15% decrease in child mortality rate

40% decrease in maternal mortality ratio

The goal level objectives for the national level are slightly
lower than those for the target districts:

¢ 15% decrease in infant mortality rate
¢ 10% decrease in child mortality rate
e 20% decrease in maternal mortality ratio

The purpose level objectives for the targeted districts are:

70% women receive 4+ prenatal exams

80% women giving birth attend 40th day visit

Elimination of neonatal tetanus

Eradication of poliomyelitis

85% children under one with DPT3 immunization

90% women breast feed within one hour of birth

75% women breast feed exclusively for 4-5 months

25% decrease in case fatality for women referred for
obstetrical emergencies

In addition, five major qualitative outcomes or outputs are
intended. By the end of the project:

1. All HM/HC supported districts will become capable of
planning, monitoring, budgeting, organizing and delivering,
and partially financing their own integrated, quality
reproductive and child health services. Health units at
these districts should all be providing the essential HM/HC
package and community health education programs.

2. Household members, particularly women, in the HM/HC
districts will have increased ability to provide and seek
appropriate health care for themselves and their children
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3. The MOH will have enhanced capacity nationally to set
standards, policy, and management systems for health
services. It will have consolidated its health information
system (HIS) so that data essential for monitoring and
management are collected, while reporting burdens on service
delivery units are minimized. Planning and budgeting at the
Governorate level will also be strengthened.

4. Medical and nursing school graduates have improved skills
and knowledge for delivering the HM/HC package through the
strengthening of curricula and training programs at all
undergraduate health professional schools and the programs
of a national breast feeding training center.

5. National mass media campaigns have increased popular
awareness of and demand for essential reproductive and child
health services. The HM/HC IEC unit of SIS is developing
and disseminating HM/HC messages.

Project results will be measured annually against estimated
benchmarks. In addition, a mid-term evaluation is planned for
year two of the project and a final evaluation is planned for

year five.
FINANCIAL PLAN

The estimated six year LOP costs amount to $95 million,
consisting of $70 million USAID contributions, subject to
availability of funds, and L.E. 85 million (equivalent to $25
million) GOE contributions.

USAID inputs to the project include Technical Assistance,
Commodities, Training, Other Grants (to UNICEF, Wellstart and
Egyptian PVOs through a PVO-umbrella organization), Local Suppcr=
(to GOE implementing Agencies) and Audit and Evaluation. The
breakdown of all budget categories for year one of the project
are provided in the attached illustrative financial plan.

The total Government of Egypt contribution to the project wil:
amount to approximately L.E. 85 million, o6r $25 million using -
exchange rate of L.E. 3.4 for one U.S. Dollar. These
contributions will include Egyptian Pounds budgeted to financ:
the annual national EPI vaccine program (recorded under the
"commodities" line item in Table 1 below), salary
supplements/premium pay for GOE regular employees assigned to <:..
project at the central, governorate and district levels. The . -
kind contribution will include free air time on television, r::..
and space in the printed press for mass media messages and rent
for non-residential buildings such as clinics.

Prior to the commitment of USAID funds to any Host Country
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implementing agency, all necessary assessments, financial
reviews, pre-awards, etc., will be completed and will provide the
basis for funding decisions. Periodic financial reviews of
expenditures will also be conducted during the life of the
project. To ensure all reciplients have properly accounted for
USAID funds and used them for the purposes intended and in
accordance with applicable laws and regulations, non-

federal/recipient audits will be performed annually.

The GOE will maintain adequate accounting books and records to
document its contributions to the project, and provide USAID with
semi-annual reports on these contributions.

Attachment I to this annex provides an illustrative financial
plan for the project.

l

-~



AT'TACHMENT 1
Healthy Mother / Healthy Child Project

(263-0242)
Hlustrative Financial _ Plan
($000)
USAID CONTRIBUTION GOE LOP CONTRIBUTION |
BUDGET CATEGORY OBLIGATION FUTURE ESTIMATED CASH IN KIND
- o TO DATE OBLIGATION LOP FUNDING -
I. Technical Assistunce | 8,400 22,450 30,850
I1. Comwodities 2,000 4,000 6,000 14,000
ITI. Training (Offshore) 500 750 1,250
IV. Other Grants 5,000 11,600 16,600
V. Local Support 4,000 10,500 14,500 7,000
l VI. Audit/Eval/assessment 100 700 800
VII. Incentives (MOH&MOI) 4,000
TOTAL 20,000 50,000 70,000 18,000 7,000
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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 the Grantee in the implementation of the Project,
USAID, from time to time, will issue Project Implementation
Letters that will furnish additicnal 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 pbe 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 suppllers engaged on the Project, and
other matters relating to the Project.

SECTION B.2 Execution 2of 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 USAID pursuant to this Agreement; and

(b) provide qualirfied and experienced management for, and
train such statf 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.
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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 USAID, be devoted to the Project
until the completion or termination of the Project, and
thereafter (as well as during any period of suspension of the
Project) 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
USAID 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 USAID
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 Grantee.

(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. Reports, Accounting Records, Audits,
Inspections.

(a) The Grantee shall furnish USAID such information and
reports relating to the Project and to this Agreement as USAID
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 USAID,
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
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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 Acccuntants), or (4) such other
accounting principles as the Parties may agree to in writing.
Project books and records shall pe maintained for at least three
years after the date of last disbursement by USAID

(c) If $25,000 or nore 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 USAID 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 Crant 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 ke completed no later than one year
after the close of the Grantee's fiscal year.

(d} The Grantee shall subnit an audit report to USAID
within 30 days atfter completicn of each audit arranged for by the
Grantee 1in accordance with this section. The USAID Inspector
General will review each report to determine whether it complies
with the audit requirements of this Agreement. Subject to USAID
approval, costs of audits performed in accordance with the terr~s
of this section may be charged to the Grant. In cases of
continued 1nability or unwillingness to have an audit perforred
in accordance with the terns of this section, USAID will cons.iier
appropriate sanctions whicn include suspension of all or a
portion of disbursements until the audit is satisfactorily
completed or USAID performs .ts =wn audit.

(e) The Grantee shall subpmit to USAID, in form and
substance satisfactory to USAID, a plan by which the Grantee ~:..!
ensure that funds made avallable to subrecipients that receive
$25,000 or more in any one calendar year under the Grant are
audited in accordance with this aAgreement. The plan should
describe the methodology to ke used by the Grantee to satisfy .23
audit responsibilities with respect to any subrecipient to whicn
this section applies. Such audit responsibilities with respect
to subrecipients may be satisfied by relying on independent
audits of the subrecipients or con appropriate procedures
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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 USAID is
audited by the cognizant U.S. Government Adency; a private
voluntary organization organized outside the United States with a
direct grant from USAID is required to arrange for its own
audits; and a host country contractor should be audited by the
cognizant the 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.

(£) USAID 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
USAID for this purpose. The Grantee shall afford authorized
representatives of USAID the opportunity at all reasonable times
to audit or inspect the Project, the utilization of goods and
services financed by USAID, and books, records and other
documents relating to the Project and the Grant."

SECTION B.6. Completeness of Information. The Grantee
confirms:

(a) that the facts and circumstances of which it has
informed USAID, or caused USAID to be informed, in the course of
reaching agreement with USAID 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 USAID 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. The 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 USAID, as described in
Project Implementation Letters.

SECTION B.9. Impact on Jobs in the United States.

(a) No funds or other support provided hereunder may be
used in a project or activity reasonably likely to involve the
relocation or expansion outside of the United States of an
enterprise located in the United States if non-U.S. production in
such relocation or expansion replaces some or all of the
production of, and reduces the number of employees at, said
enterprise in the United States.

(b) No funds or other support provided hereunder may be
used 1n a project or activity the purpose of which is the
establishment or develcopment in Egypt of any export processing
zone or designated area where the labor, environmental, tax,
tariff, and safety laws of Egypt would not apply, without the
prior written approval of USAID.

(c) No funds or other support provided hereunder may be
used in an activity which contributes to the violation of
internationally recognized rights of workers in Egypt, including
in any designated zone or area in Egypt.

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 Secticn C.7(a).

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

(d) Transportation by air. _inanced under the Grant, of
property or persons (and theilr 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.

!
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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 USAID 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 USAID on preparation;

(2) such documentation will also be furnished to
USAID, upon preparation, relating to any goods or services which,
though not financed under the Grant, are deemed by USAID to be of
major importance to the Project. Aspects of the Project
involving matters under this subsecticn (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
USAID 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 USAID in writing prior to execution of the contract.
Material modifications in such contracts will also be approved in
writing by USAID 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 USAID may
specify, and construction contractors used by the Grantee for the
Project but not financed under the Grant, shall be acceptable to
USAID

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.



- 7 -

SECTION C.S. lMotification to Potential Suppliers. To
permit all United States firms to have the opportunity to
participate in furnishing gocds and services to be financed under
the Grant, the Grantee will furnish USAID such information with
regard thereto, and at such tZimes, as USAID may request in
Project Implementation Letters.

SECTION C.6 Shippin

(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 USAID Geographic Code 935 as in
effect at the time of shipment; or

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

(3) under an ocean or air charter which has not
received prior USAID approval.

(b) Costs of ocean or alr 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 Scurce: Foreign Exchange

Costs," without prior written USAID 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 USAID approval; or

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

(3) under an ocean vessel or alr charter which has - .z
recelved prior USAID approval.

(c) Unless USAID determines that privately-owned United
States-r.ag commercial ocean vessels are not avallable at fair
and reascnable 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 USAID which may be
transported on ocean vessels will be transported on
privately-owned United States-flag commercial vessels; and
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(2) at least fifty percent (50%) of the gross freight
revenue generated by all shipments financed by USAID and
transported to the territory of the Grantee on dry cardgo 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 USAID 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. Deollars, or
as USAID may agree in writing, in the currency in which such
goods were financed or in any freely convertible currency.

If the Grantee (or government of the Grantee), by statute,
decree, rule, regulation or practice discriminates with respect
to USAID-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 USAID 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 USAID 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 ke 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 :n
USAID Geographic Code 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

Y
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financed under the Grant, should be utilized. Funds under the
Grant may be used to finance the costs of obtaining such property
for the Project.

Article D: Suspension and Termination; Remedies.

SECTION D.1. Suspension and Termination.

(a) Either Party may terminate this Agreement in its
entirety by giving the other Party 30 days' written notice.
USAID also may terminate this Agreement in part by giving the
Grantee 30 days' written notice, and suspend this Agreement in
whole or in part upon giving the CGrantee written notice. In
addition, USAID may terminate this Agreement in whole or in part,
upon giving the Grantee written notice, if (i) the Grantee fails
to comply with any provision of this Agreement, (ii) an event
occurs that USAID determines makes it improbable that the
objectives of the Project or the assistance program will be
attained or that the Grantee will be able to perform its
obligations under this Agreement, or (iii) any disbursement by
USAID would be in violation of the legislation governing USAID.

(b) Except for payments which the Parties are committed to
make pursuant to noncancellable commitments entered into with
third parties prior to such suspension or termination, suspension
or termination of this entire Agreement or part thereof will
suspend (for the period of the suspension) or terminate, as
applicable, any obligation of the parties to provide financial or
other resources to the Project, or to the suspended or terminated
portion of the Project, as applicable. Any portion of this
Agreement which 1s not suspended or terminated shall remain in
full force and effect.

(c) In addition, upon such full or partial suspension or
termination, USAID may, at USAID's expense, direct that title to
goods financed under the Grant, or under the applicable portion
of the Grant, pe transferred to USAID if the goods are from a
source outside the Grantee's country, are in a deliverable state
and have not bkeen offloaded in ports of entry of the Grantee'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
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, USAID, 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
USAID within sixty (60) days after receipt of a request therefor.
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(b) If the failure of the 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, USAID 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
USAID within 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 USAID 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 gocods 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 USAID to the Grantee under this Agreement prior to the
authorized use of such funds for the Project will be returned to
USAID 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 USAID of any cause of action which
may accrue to the Grantee in connection with or arising out of
the contractual performance or breéach of performance by a party
to a direct U.S. Dollar contract with USAID financed in whole or
in part out of funds granted by USAID under this Agreement.
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