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First Amendment, dated JUL 12 1990 ‘to the Grant
Agreement, dated March 24, 1988, between the Arab Republic of
Egypt ("Grantee") and the United States of America, acting
through the Agency for International Development ("A.I.D."), for
Public Finance Administration.

SECTION 1. The Grant Agreement is hereby amended as
follows:

A. Section 3.1 is amended by deleting "Five Million United
States ("U.S.") Dollars ($5,060,000)" and by substituting "Ten
Million Two Hundred Thousand United States ("U.S.") Dollars
($10,200,000)" therefor.

B. Annex I is deleted in its entirety and Annex I attached

hereto is substituted in its place.

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

SECTION 3. Lanquage of Amendment. This Amendment is

prepared in both English and Arabic. In the event of ambiguity
or conflict between the two versions, the English language
version will control.

SECTION 4. Except as specifically amended or modified
herein, the Grant Agreement shall remain in full force and
effect in accordance with all of its terms.

SECTION 5. This Amendment shall enter into force when

signed by both parties hereto.



IN WITNESS WHEREOF, the Arab Republic of Egypt and the
United States of America, each acting through its respeétive
duly authorized representatives, have caused this Amendment to
be signed in their names and delivered as of the day and year

first above written.

ARAB REéUBLIC OF EGYPT . UNITED STATES OF ERiCA
BY 94 (4[-@&44& BY ".J?)a, AR
NAME : Dr. Maurice Makramallah NAME : Frank L. Wisner

TITLE: Minister of State for TITLE: American Ambassado

International Cooperation

BY :@JV'QL | . _ BY %ML

NAME : Dr. Hassan Selim NAME : Marshall D. Brown
TITLE: Administrator of the TITLE: Director, USAID/E t

Department for Economic
Cooperation with U.S.A.




Implementing Organization

In acknowledgement of the foregoing Amendment, a representative

of the implementing organization has subscribed his name:

MINISTRY OF FINANCE

BY

—H.4- Reras
N~~~

NAME : Dr. Mohamed Ahmed el Razzaz

TITLE: Minister

e
et



ANNEX I

Amplified Project Déscription

I. Background

The Public Finance Administration Project will provide the resources necessary
to examine and field test policy and procedural changes in the Egyptian tax
system, During the Project's Phase I (first 29 project months), policies will
be critically examined and procedures necessary to support an array of
different policies will be field tested. As a result of these two activities,
a set of policy and procedural reforms will be proposed by the end of Phase I.

1f the proposed changes are accepted and approved for implementation by the
MOF and the GOE, the project will continue for an additional 36 months (Phase
II) subject to the availability of funds and mutual agreement to proceed. The
minimum changes that must be accepted in order to proceed to Phase II will be
identified in subsequent Project Implementation Letters. During Phase II, the

new policies and procedures should be implemented.

The Project is divided into four components, two implementation phases and a
mobilization period. The mobilization period and the four components, the
Administrative and Policy Analysis Component, the Income Tax Administration
Component, the Customs Administration Component and the Excise Taxation

Component, are described in detail below.

II. Project Components

A.. Mobilization

This period will be devoted to:

. !
- Translation of tax and customs documents

- .Procurement of basic office equipment required to facilitate project

start-up.
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B. Administration and Policy Analysis Component

The centerpiece of the project is the Administration and Policy Agalysis
Component. This component will be staffed by a coordinating Administrative
and Policy Analysis Unit (to be located in the Financial Research, Statistics
and Administrative Development Office of the Minister of Finance). The unit
will report directly to the Minister of Finance and will ﬁe staffed with
experienced U.S. and Egyptian tax analysis and public finance management
specialists. As appropriate, research requirements on administrative,
operational and procedural problems will feed into this staff office for
analysis and policy or administrative action by the Minister. 1In addition,
this key staff office will be responsible for developing information and
education programs on tax issues for government officials and the public. The
office will also be responsible for conducting special studies such as on

property and estate taxes.
C. Income Tax Administration Component

USAID had provided technical assistance to the Ministry of Finance's Income
Tax Department (ITD) under a Participating Agency Service Agreement (PASA)
with the U.S. Internal Revenue Service (IRS). Assistance was initiated in
1975 with short-term advisors working in various operational areas. In 1980
the Tax Administration Project (TAP) was organized to provide structured
technical assistance through the IRS. The goal of the TAP was to assist in
the mobilization of domestic resources for development, with a secondary goal
to improve taxpayer equity and to enhance efficiency with the ITD.

The Public Finance Administration Project will continue the initiatives begun
under the Tax Administration Project. The Income Tax Administration Component
of the new project will concentrate on administrative, operational and
procédural improvements in the Income Taxation Department's internal
operations. As a' corollary to this, it will also focus on increased training

and increasedvtraining capacity.



D. Customs Administration Component

Improved customs policies, regulations and administrative procedures are of
critical importance to the private sector. Efficiency and predictability of
customs tax application on imports and exports has direct impact on buginess

expansion and overall productivity.

The objective of this component is to improve the efficiency and equity in the
incidence, assessment and collection of customs duties. Project emphasis will
be on improved efficiency and improved procedures for both import and export
processing, Management and procedural systems will be introduced to: (1)
reduce the averagé time for customs clearance; (2) improve the consistency and
reliability of customs classification and valuation; (3) improve the
efficiency in handling of perishable export items; and (4) improve procedures
for expeditious release of critical imports for industry.

The project will assist the Customs Department to strengthen their automated
data processing (ADP) systems for: administration, (e.g., personnel, budget
and logistics); warehouse inventory and cargo controls; and finance and
acoounting, (e.g., entry declarations, cargo clearance and tax collection).

The project will also assist in the development of a National Customs Taxation

Training Institute. '
E. Excise Tax Administration Component

Efficient and equitable excise tax administration is of considerable
importance to both private and public sector enterprise. Excise tax is levied
when goods are transferred from the producer to the retailer or when goods are
imported. The tax is legally incident on producers; however, ultimately, it

is passed on to the consumer in the price of the end product.

Technical advisors will conduct an in-depth analysis of the current excise
taxation system, The analysis will document: current operation environment
from the perspective of the client and the Excise Tax Department; formal and
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informal systems employed; and the process of administration. Based on the

analysis, improved processes and procedures will be recommended to reduce the
number of steps and reporting burdens of the private and public sector firms
and to improve the consistency and reliability of excise tax rules and

regulations and their administration.
1



Life of Project Budget
(U.S. Dollars)

{ .
- Yo

: A.1.0.1Y/ Bost Country2/ :
Component . T ' Funds in F.X. Funds in L.C. Sub-Total .(In-Kind Contribution) Component
- . . Total
1. Mobilization. " ~0- T 21,745 21,745 — 21,745
2. Technical Assistance 10,000,000 1,000,000 11,000,000 2,645,000 13,645,000
(Contract)
3. Technical Assistance 3,700,000 300,000 4,000,000 1,381,000 5,381,000
(Customs PASA) -
4. Bvaluation and conferences 100,000 120,000 220,000 e 220,000
5. Contingency 896,000 62,255 958,255 — 958,255
14,696,000 1,504,000 16,200,000 4,026,000 20,226,000

The U.S. dollar equivalent of the local currency made available

hereunder will be the amount of U.S. dollars required by AID to
obtain the local currency.

2. The GOE contribution will be only in-kind. . ' I .



TABLE I1I
PUBLIC FINANCE ADMINISTRATION

263-0209
FY 1988 FY 1990 Total AID GOE
AID initial obligation AID Amendment I Obligations to Date In Kind
FX 7 TOTAL FX 7S TOTAL PX j7e TOTAL Total .
Mobilization 45,000 40,000 85,000 (45,000) (18,255) (63,255) -0- 21,745 21,745 -0-
Long-Term T.A. (Peat :

Marwick Contract) 3,212,000 308,000 3,520,000 3,288,000 692,000 3,980,000 6,500,000 1,000,000 7,500,000 2,645,000
T.A. (Customs PASA) 1,069,000 100,000 1,169,000 631,000 200,000 831,000 1,700,000 300,000 2,000,000 1,381,000
Evaluation -0- -0- -0- 100,000 120,000 220,000 100,000 120,000 220,000 -0-
Contingency 199,000 27,000 226,000 197,000 35,255 232,255 396,000 62,255 458,255 -0-

4,525,000 475,000 5,000,000 4,171,000 1,029,000 5,200,000 8,696,000 1,504,000 10,200,000 4,026,000

* The GOE contribution will be only in-kind.
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