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FIRST AMENDMENT 

GRANT AGREEMENT 

BETWEEN 

THE ARAB REPUBLIC OF EGYPT 

AND THE 

UNITED STATES OF AMERICA 

FOR 

PUBLIC FINANCE ADMINISTRATION 



First Amendment, dated JUL 1 2 1990 to the Grant 

Agreement, dated March 24, 1988, between the Arab Republic of 

Egypt (IgGranteew) and the United States of America, acting 

through the Agency for International Development ("A. I. D. If), 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 (NU.S.gl) Dollars ($5,000,000) and by substituting "Ten 

Million Two Hundred Thousand United States (ggU.S.g8) 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 
I 

ratification of this Amendment and will notify A.I.D. as 

promptly as possible of the fact of such ratification. 

SECTION 3. Lanquaqe 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. 



I N  WITNESS WHEREOF, t h e  A r a b  R e p u b l i c  o f  E g y p t  a n d  t h e  

U n i t e d  S t a t e s  o f  A m e r i c a ,  e a c h  a c t i n g  t h r o u g h  i ts  r e s p e c t i v e  

d u l y  a u t h o r i z e d  r e p r e s e n t a t i v e s ,  h a v e  caused t h i s  Amendment' t o  

b e  s i g n e d  i n  t h e i r  names a n d  del ivered a s  o f  t h e  day a n d  year  

f i r s t  a b o v e  w r i t t e n .  

ARAB REPUBLIC OF EGYPT 

BY : BY : 

NAME : D r .  M a u r i c e  M a k r a m a l l a h  NAME : F r a n k  k. Wisner 

TITLE: M i n i s t e r  o f  S t a t e  f o r  TITLE: A m e r i c a n  A m b a s s a d o r  
I n t e r n a t i o n a l  C o o p e r a t i o n  

- - BY : \AL 
- -- 

NAME : D r .  H a s s a n  ~ e l i m  NAME : 

TITLE: A d m i n i s t r a t o r  o f  t h e  TITLE: Director,  USAID/Eqypt 
D e p a r t m e n t  f o r  Economic  
C o o p e r a t i o n  w i t h  U.S.A. 



Implementins Orqanizatioq 

In acknowledgement of the foregoing Amendment, a representative 

of the implementing organization has subscribed his name: 

MINISTRY OF FINANCE 

w /  
NAME : Dr. Mohamed Ahmed el Razzaz 

TITLE: Minister 



Amplified Project &scription 

I .  Background 

The Public Finance Administration Project w i l l  provide the resources qecessary 

to examine and f ie ld  tes t  policy and procedural changes in the Egyptian tax 

system. During the ~ r o j e c t ' s  Phase I ( f i r s t  29 project months), policies w i l l  

be c r i t i ca l ly  examined and procedures necessary to support an array of 

different policies w i l l  be f ield tested. A s  a result  of these two act iv i t ies ,  

a s e t  of policy and procedural reforms w i l l  be proposed by the end of Phase I .  

If the proposed changes are  accepted and approved for implementation by the 

MOF and the GOE, the project w i l l  continue for an additional 36 months (Phase 

11) subject to  the availabil i ty of funds and mutual agreement t o  proceed. The 

minimum changes that mus t  be accepted i n  order to proceed to Phase I1 w i l l  be 

identified i n  subsequent Project Implementation Letters. During Phase 11, 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 cwnponents, the 

Administrative and Policy Analysis Component, the Income Tax Administration 

Component, the Customs Administration Component and the Excise Taxation 

Component, are described in detai l  below. 

11. Project Components 

A .  Mobilization 

T h i s  period w i l l  be devoted to: 

I - Translation of tax and customs documents 
- .Procurement of basic office equipnent required to  f a c i l i t a t e  project 

start-up. 



B. Administration and Policy Analysis Component 

The centerpiece of the project is the Administration and Policy Analysis 

Component. T h i s  component w i l l  be staffed by a coordinating Administrative 

and Policy Analysis Unit ( t o  be located i n  the Financial Research, S ta t i s t i cs  

and Administrative Developnent Office of the Minister of Finance). The unit 
I 

w i l l  report directly to the Minister of Finance and w i l l  be staffed w i t h  

experienced U.S. and Egyptian tax analysis and public finance management 

special ists .  A s  appropriate, research requirements on administrative, 

operational and procedural problems w i l l  feed into t h i s  s t a f f  off ice  for 

analysis and policy or administrative action by the Minister. I n  addition, 

t h i s  key staff office w i l l  be responsible for developing information and 

education programs on tax issues for government o f f ic ia l s  and the public. The 

off ice  w i l l  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 in i t ia ted i n  

1975 with short-term advisors borking i n  various operational areas. I n  1980 

the Tax Administration Project (TAP) was organized to provide structured 
technical assistance through the IRS. The goal of the TAP was to ass i s t  i n  

the mobilization of domestic resources for development, w i t h  a secondary goal 

to improve taxpayer equity and to enhance efficiency with the ITD. 

The Public Finance Administration Project w i l l  continue the in i t i a t ives  begun 

under t h e  Tax Administration Project. The Income Tax Administration Component 

of the new project w i l l  concentrate on administrative, operational and 

procedural improvements i n  the I n c m  Taxation Department's internal 

operations. A s  a' corollary to t h i s ,  i t  w i l l  also focus on increased training 

and increased 'training capacity . 



D.  Customs Administration Component 

Improved customs policies, regulations and administrative procedures a re  of 

c r i t i c a l  importance to the private sector.  Efficiency and ~ r e d i c t a b i l i  ty of 

customs tax application on imports and exports has d i rec t  impact on buqiness 

expansion and overall productivity. 

The objective of t h i s  component is t o  improve the efficiency and equity i n  the 

incidence, assessment and collection of customs duties.  Project emphasis w i l l  

be on improved efficiency and improved procedures for both import and export 

processing. Management and procedural systems w i l l  be introduced to: (1) 
1 

reduce the average time for  customs clearance; ( 2 )  improve the consistency and 

re l i ab i l i ty  of customs classif icat ion and valuation; ( 3 )  improve the 

efficiency i n  handling of perishable export items; and ( 4 )  improve procedures 

for expeditious release of c r i t i c a l  imports for industry. 

The project w i l l  a s s i s t  the Customs Department t o  strengthen their  automated 

data processing (ADP) systems for: administration, (e.g.,  personnel, budget 

and log i s t i cs ) ;  warehouse inventory and cargo controls; and finance and 

accounting, (e.g., entry declarations, cargo clearance and tax collect ion).  

The project w i l l  a lso a s s i s t  i n  the development of a National Customs Taxation 

Training Ins t i tu te .  I 

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 t o  the r e t a i l e r  or  when goods a r e  

imported. The tax is legally incident on producers; however, ultimately, i t  

is passed on to  the consumer i n  the price of the end product. 

Technical advisors w i l l  conduct an in-depth analysis of the current excise 

taxation system. The analysis w i l l  document: current operation environment 

from t h e  perspective of the c l i en t  and the Excise Tax Department; formal and 



informal systems employed; and the process of administration. Based on the 

analysis, improved processes and procedures w i l l  be recomnended to reduce the 

number of steps and reporting burdens of the private and public sector firms 

and to improve the consistency and re l iab i l i ty  of excise tax rules and 

regulations and their administration. 
I 



L i f e  of Project Budget 
(u.s. D O ~ ~ K S )  

Component 
- - 

1/ A.I .D .- HOS t ~ o u n  t ryY 
Funds i n  F.X. Fun(% i n  L-C- .Sub-Total . ( In-Kind C o n t r i b u t i o n )  Component 

T o t a l  

3. M o b i l i z a t i o n .  

2.  ~ e c h n i c d l  A s s i s t a n c e  
( C o n t r a c t )  

3 .  T e c h n i c a l  A s s i s t a n c e  
(Customs PASA) 

4 .  Eva lua t ion  and con£ ~r - ences  

5. Contingency 

1. The U.S. d o l l a r  e q u i v a l e n t  of t h e  l o c a l  c u r r e n c y  made a v a i l a b l e  
hereunder w i l l  b e  t h e  amount of U.S. d o l l a r s  r e q u i r e d  by AID t o  
o b t a i n  t h e  l o c a l  cu r rency .  

2.  .The GOE c o n t r i b u t i o n  w i l l  be on ly  in-kind. 



Mobilization 

TABLE I1 
PUBLIC F I W E  ADMINISTRATION 

26S0209 

FY 1988 FY 1990 Total AID GOE 
AID i n i t m i g a t i o n  AID iiiG&Snt I Obligations to Date 1 n X n d  

FX - I& - ?OTAL FX TOTAt PX lQ'mL4 TEm- - I& - - I& - 

mng-Term T.A. (Peat 
Marwidc 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. (CUstai 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- 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- 

The COE contribution will be only in-kind. 


















