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Egypt: Private Investment Encouragement Fund
 
Amendment No. 1
 

Project Paper Supplement
 

. Summary and Recommendations: 

1. Proiect Title: Private Investment Encouragement Fund (PIE)
Fund). 

2. Project Number: 263-0097. 

3. Grantee: The Government of Egypt (GOE). 

4. Coordinating Entities: The Ministry of Economy (MOE) and the 
Ministry of Planning and International Cooperation (MPIC). 

5. Implementing Entities: Public and Private Banks in Egypt
(Joint Venture or Egyptian owned), Central Bank of Egypt, andthe Office 
of Deputy Chairman, Investment and Free Zones
Authority under the Ministry of Economy (MOE). 

6. Grant Amount: This reobligation $22.195of million reinstates 
life of project funding of $33.0 million.
 

7. Project Goal: To increase the private sector's contribution toEgyptian productive output.
 

8. Project Purpose: 
 To expand investment in productive private
sector enterprises. 

9. Purpose of the Obligation: To provide $22.195 
million in
additional funding in order to meet project objectives. Dae to
the demand for this project's funds, it is anticipated that the 
present obligation of $10.805 million will be fully committedduring Fiscal Year This
1985. $22.195 million reobligation

should provide approximately one year of additional financing
and allow for continuation of the program into late Fiscal Year
1986. There been
have modifications 
 to the PIE Fund's
on-lending criteria plus a revision 
 to the Fund's

organizational structUre. These changes enhance the project'soperating capability and are in accordance with the project'soriginal design and the objective to permit flexibility during
implementation. The changes do not 
involve significant policy
issues 
 and are in accordance with 
 the findings and
recommendations ot the recently completed Term Credit Study and
Report of Term Credit Assessment Team which 
are discussed in

subsequent sections of this Project Paper Supplement.
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Succinctly, PIEF is now operational. Demand for existing and
 
additional funds is demonstrated by the number of potential
 
investors daily inquiring about the timing and availability of
 
project financing. Even when the 1983 deobligation occurred, 
it was envisioned that a reouligation would occur if the 
Project could get started. A reobligation is warranted for the 
following reasons: 

a. Term Credit is of prime importance to the economic
 
development of the Egyptian private industrial sector.
 

b. 	 PIEF provides an opportunity to learn, adapt and improve 
the delivery of AID term credit.
 

c. The Egyptian private sector is at a development stage 
needing AID support. 

d. 	If the GM automobile proposal (or a similar package in 
another targeted sector) is implemented, AID needs a fully

operational term credit mechanism to respond in a timely manner.
 

10. 	 Project Description: The Private Investment Encouragement Fund 
project is a product of AID's strategy (started in 1976) to 
provide term credit assistance and a source of equity 
investment funds to the private sector. As an important 
component of AID's private sector credit assistance program,

the PIE Fund offers medium to long-term credit to private
 
sector enterprises for start-up or improvement of productive
 
facilities, i.e., it provides "project financing".
 

The Fund serves as a co-financier with participating banks.
 
Participating banks will manage Fund investments as agents of
 
the 	 Fund. The Fund may finance both loan and equity

investments although equity investment, if any, is anticipated
to 	 be minimal during the early years of operation. 
Furthermore, it is contemplated that the PIE Fund loans will 
primarily finance capital goods and materials related to
 
productive facilities in Egypt. It may also finance services.
 
Technical assistance activities to assist PIE Fund in the loan
 
application, project appraisal and loan approval process are
 
included in the scope of project activities. Project funds are
 
available to finance training of bank officers and others in
 
appraisal of investment projects and other banking and
 
financial skills.
 

11. 	 Total Project Cost: The cost of this obligation is estimated
 
at $22.195 million.
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12. Source of the U. S. Funds: Fiscal Year 1985 Economic SupportFund.
 

13. Statutory Requirements: All statutory criteria have been met.
 

14. Recommendation: That an obligation of $22.195 million 
be
authorized on terms and conditions described 
in the second 
amendment to the Project Grant Agreement. 

15. List of Annexes:
 

A. Project Grant Agreement Amendment.
 
B. Project Authorization Amendment.
 
C. Statutory Check List.
 
D. Advisory Board Membership. 
E. Project Information Check List.
 

II. Project Background:
 

In September 1979, USAID/Cairo signed a grant agreement with theMinistry of Economy of the Government of Egypt to provide up to $33
million for the Private Investment Encouragement Fund (PIEF). The purpose of PIEF is to provide medium to long-term credit to privatesector companies to finance new productive facilities and expand and 
modernize existing facilities. PIEF is a co-financier along with
selected Egyptian participating banks. The banks will serve as agents
and manage all sub-loans financed through PIEF. In additionr 
following a

period of operational activities 
and on-hands experience, PIEF may
initiate further development of institutional capabilities through
advisory services for enhancing project implementation, project appraisal
and training programs. 

The Ministry of Economy (MOe) is responsible for implementing the
project. An Advisory Board was created in early 1981 to review andmonitor the implementation of the Fund and report its findings
recommendations to the Ministry 

and 
of Economy. The Board was advisory: theMOE could accept or reject its findings and recommendations. The MOEsigned in March 1980, a host country contract with Robert R. NathanAssociates, Inc., U. S. consulting
a firm, to provide technical
 

assistance to the project. 
By late 1982, the only disbursements from the
project were payments under the contract 
 (approximately $805,000),

although at least 14 loan proposals requesting more than $40 million were

received and four 
 sub-loans were approved by AID for approximately $6.67
 
million.
 

Notwithstanding the fact that there was an extensive and exhaustive
effort to launch PIEF during a period of more than four years, the Fund never became operational because it needed organizational, administrative
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and operational components that 
were not
the Fund was unable 

put into place. For example,
 
and financial 

to hire qualified staff with experience in bankinganalysis. Consequently, wasthe Fund unable to analyzeprojects presented by participating banks. 
 Key operating mechanics were
not established, e.g., Fund staff 
agreement with 

were unable to negotiate a loanthe 
 banks, a cornerstone 
 for commencement 
 of Fund
operations.
 

With these deficiencies coupled with other 
impediments, the project
was formally suspended by AID 
in April, 1982. 
 This notification
suspension of
included conditions to be met
were: to remove suspension. They
(1) acquisition of 
 two staff members with 
some
experience and knowledge of financial analysis; 
prior banking

(2) establishmentbasic procedures for of somereview and decision-iiakingcontractual loan requests; aaid, (3)or other relationships 
with legal, economic/financial
accounting/auditing fiins andto bolster 
Funa staff. 
 The Fund's Executive
Director, appointea in March 19bi, resigned in May, 1983,
selection of a replacement in August, 
and despite the
 

office. 1983, the appointee never assumedPIEF was unable to attract competent professional staff from theEgyptian private sector because it was able to offer only unattractive
GOE salaries.
 

During the perioo from 1981 through
to PIEF 1982, AID proposed alternativesthe staff dilemma, namely: (I) placing the management of PIEFwith a commercial or 
a public sector bank; (2)with an appropriate consulting firm; (3) 

placing PIEF management
merging the PIEF projectlarge USAID/Cairo umbrella with apro3ect. These 
options 
were reviewed butnever acted upon by the GOE.
 

Finally, in August 1983,

$22.195 million 

AID and GOE mutually agreed to deobligate
of the $33 million AID grant leaving a balance ofmillion. However, both $10.805AID and WE agreed to renew efforts to launcn
Project and make it operational. 
the
 

In a ofspirit mutual cooperation and convincedconcept had merit, USAID and the 
that the PIEF

GOE's Investment Authoritythe balance of $10.805 agreed that 
Project 

million should be utilized to resurrect theincorporating those operational and technical changes
offer a practical that would
means for disbursing Project funds. Ini May 1984,General Motors Egypt (GME) requested a $5 millionUSAID and sub-loan from PIEF.GOE agreed to process the GME request using it as atest case as a way model orto establish some practical procedure for setting up a
bank agreement, appraising the loan, executing thethe funds. loan and disbursingOn August 30, 1984,
Chairman (Dr. Sultan 

the Investment Authority's new Deputy 
together 

Abou AJJ) and USAID agreed to continue workingto process GME's loan application on testsignificance, both a basis. Of majorgovernmental entities agreed that, regardless ofoutcome of GME's sub-loan request, they would work 
the 

together to relaunch
PIEF.
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From September 1984 through April 1985, substantial negotiations
 
were undertaken to establish the requisite framework contributing to
 
making: (1)PIEF operational, and (2)funding the GME's sub-loan. First,

Chase National Bank (Egypt) (GME's bank) and Misr Iran Development Bank
 
were selected as the initial agent banks to manage the PIEF sub-loans 
plus fulfill the requirements of participating banks by co-financing with 
PIEF. Second, it was agreed by USAID and GOE that the conditions for
 
removing the 1982 suspension had been met. Finally, the participating

bank agreement was executed by all parties in April, 1985.
 

Both USAID and GOE believe that with the recently modified PIEF
 
lending criteria, PIEF can reduce its risk and concommittantly rely upon
the participating 
bank to: (1) protect both the bank's own, majority

interest in the total investment as well as PIEF's; and, (2) handle the
project appraisal activity on behalf of the PIEF in its agent capacity.
It is important to make reference to a significant provision of the
 
recently executed participating bank agreement:
 

"The required. loan (PIEF's) does not exceed 20% of 
total project
 
costs (including working capital) and the maximum amount of 
the
 
required U.S. Dollar loans to be financed by the First Party (PIEF)
shall not exceed $5 million, unless the Authority and USAID decide 
otherwise."
 

This provision ensures that the participating bank's level of risk 
is much greater than PIEF's exposure to a sub-loan borrower's default.Therefore, the participating bank's incentive to conduct a professional 
and in-depth project appraisal on its own behalf and the PIEF is highly
significant. Conversely, in the event the sub-loan borrower encounters
 
financial difficulty, the participating bank's need and incentive to
 
aggressively take lead confront and, presumably, the
the to resolve 

problems on behalf of itself and the PIEF is very substantial.
 

The events and decisions made in the past year underscore the 
Project's original 
intent and goal to create a format, wherein all
 
cognizant and responsible parties can act with a degree of flexibility

and be responsive to any perceived need for change. The newly

revitalized PIEF operating structure meets the objective to shift
 
management and administrative responsibility to the agent banks to reduce
 
the burden of creating staff increases at both GOE and AID to serve PIEF
 
loan demands. Utilizing a post-audit system, USAID and GOE involvement 
with PIEF can be limited. This alleviates to a significant extent,
requirements to expand GOE or AID staff resources.
 

III. Project Credit Policy Issues
 

The Private Investment Encouragement Fund Project was designed to 
expand the private sector's contribution to total output by providing
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foreign exchange resources and credit, by financing training of bankers
 
and others in appraisal of private sector investment projects, and by 
engaging the GOE in a policy dialogue on credit issues.
 

A. Foreign Exchange
 

The 1979 Project Grant Agreement includes a section establishing a
 
system for conversion of AID funds into Egyptian currency "at the highest 
rate of exchange prevailing and declared for foreign exchange currency by

the competent authorities of the Arab Republic of Egypt". The Project
Paper states that the Foreign Exchange Risk is "to be borne by the Fund 
not the investor. The rate of exchange for converting dollar 
disbursements into equivalent Egyptian pounas will be determined on the 
date of signing the loan agreement with the Fund, based upon the unified 
rate, presently (1979) L.E. 0.70 = U.S.$1.00". Repayment of PIE1' loans 
is in Egyptian Pounds, thus removing the necessity for earning or 
converting to obtain foreign exchange.
 

In the intervening years from 1979 to 1985, AID has successfully
 
implemented other private sector credit projects while the Egyptian

financial environment experienced significant changes in the GOE's 
foreign exchange rate. For example, AID's grant financed Production 
Credit project's current governing Circular provides that repayments 
shall be calculated at the highest official rate of exchF.nge prevailing
 
on the date of repayment. This rate was L.E. .84 per dollar when the 
project started in 1983. Today the prevailing Egyptian (premium or 
Central a3ank Coiimittee) "narket" exchange rate is approximately L.E. 1.43 
per dollar. In early 1985, thr- Mission Director formulatea a strategy
for obtaining GOE agreement that all AID-funded procurement of U.S. 
source and origin of goods and services will use a more "market" oriented 
exchange rate. As an initial step, he negotiated an agreement with the 
GOE to approve an amendment to the Production Credit Circular. The 

*Amendment increases the rate to L.E. 1 = U.S.$l. The Mission continues 
to aggressively pursue a policy dialogue with the Central Bank, Ministry
of Economy and other GOE officials to negotiate forward movement in the 
rate of exchange.
 

Nevertheless, a justification for a rate somewhat below the Egyptian
"market" rate is based upon the findings of a credit evaluation team. 
The USAlD/Cairo Mission Director signed the Project Evaluation Su] nary on 
February 13, 1985. The team recogniz-:' the fact that the Production 
Credit program imposed a cost on borrowers by restricting them to U.S. 
goods. The team estimated the cost of tied aid to be 20-30% on average.
Therefore, any exchange rate difference in excess of 20-30% could not be 
justified. A recorwendation was made by the team that a flexible 
mechanism be developed to periodically aajust the effective foreigin
exchange rate in accordance with the foreign exchange market. A March 
1985 Project Paper amendment increased life-of-project by $20 million 
providing only approximately six months of operation, but accomplished an 
immediate increase in the exchange rate from L.E. .84 = U.S. $1 to L.E. 1 

http:U.S.$1.00
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U.S. $1. Simultaneously, with the Production Credit negotiations with


the GOE, the PIEF participating Dank agreement negotiations produced amodification in the foreign rate L.E. = toexchange from .70 O.s.$1.00 
L.E. 1 = U.S.$l.
 

Again, in the spirit of PIEF's 
original design and in accordance

with policy dialogue discussions between USAID and GOE, efforts will be
made to move the rate towards the "market" rate (presently L.E. 1.43 = 
u.S.$l.00) while taking into account a necessity to accommodate AID's 
tied procurement regulations. As PIEF develops sufficient operating

experience to evaluate the need for an exchange rate adjustment, USAID 
will assess the practicality and/or legality of implementing the various
combinations of user fees, exchange rates, downpayment percentages and,
if feasible, interest 
rate changes that will produce the desired result,

i.e., 
an effective cost of capital reflecting market conditions. Cost of

capital will 
be a major policy position of the Mission's Private
 
Enterprise Credit Project Design effort schedulea for early FY86.
 

B. Interest Rate
 

The 1979 Project Paper established PIEF's interest rate guideline by
 
stating:
 

"Prevailing rate for mediuTVlong term funds, as decreed 
by the 
Central Bank ot Egypt, presumably 10-12% per annum, to be fixed for
the life of the loan at the time of signing of a sub-loan agreement 
with the Fund".
 

Subsequently, in 1981, the Central Bank set a maximum interest rate 
ceiling of 13% on industrial credit 
 in the hope of encouraging

longer-term proauctive investments. Also, to discourage short-term trade
credits, a minimum interest rate of set.16-18% was Although the Central

Bank's professed intention to support long-term productive investment was
 
noble, its strategy was counterproauctive. 
 This interest rate structure
 
maximizes profit, i.e., 
short-term b-].b% loans. Participating banks are

required by the 1981 Central Bank edict to comply with a maximum interest 
rate of 13% for industrial loans. 
 Working with this constraint, PIEF is
 
a vehicle to sustain USAID's pursuit of interest rate reform.
 

C. Effective Cost of Capital
 

The April 1985 Term Credit Assessment Team found that Maintenance of
 
Value is "one of the two or three crucial factors that will ultiamately
dictate the success or failure of whatever private sector term creait 
program may be designed for use 
in Egypt today and the near future." The
Team endorsed the recommendation and tinaings ot the Production Creait
Evaluation Team that the MOV requirement be eliminated ftom the
Production Credit 
Program, particularly if a medium term 
 lending

component is to be added to the existing program. "More to the point, 

http:u.S.$l.00
http:O.s.$1.00
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our discussions with businessmen and bankers alike 
reveal very clearly
that to launch a MOV-encumbered program would mean having no program at
all. The uncertainty of final costs inherent in 
an MOV device is a risk
borrowers are neither willing nor able to assume. 
The added realization
that all of 
this is placed 
in a setting where private business is in
direct competition with public enterprises that 
are not subject to a MOV
correction 
would make it appear that 
we (AID) are working at cross
purposes in enhancing 

public 

the role of the private sector relative to the
sector. Finally, the Team 
also notes that, after intense
negotiations 
with the GOE the World Bank (recently) dropped the 
MOV
requirement from its $125 million loan for export development."
 

Effective Cost of Capital is a prominent issue to be addressed in
next year's design effort. Inter alia, 
it will take into consideration
 an increase in interest rates, utilization of 
user fees, movement toward
"market" exchange rates plus, perhaps, some other mechanism.
 

D. Revolving Fund
 

PIEF's original design envisioned a fund for 
repayments to assure
the continual availability of credit funds for private sector use. The
project paper clearly advocates a fund for repayments in Egyptian Pounds
to be established in the Ministry of 
Economy and Economic Cooperation.
The design contemplated a revolving 
fund comprised of the repayment of
loans and the sales 
 of project shares (PIEF equity investments).Although reflow;s were not anticipated to be significant for about 10-14years, it was intended that the revolving fund's "features and essentialobjectives could nonetheless retain the features of the proposed Private
Investment Encouragement Fund." 
 In 1979, USAID recommended against
involvement in the management of the revolving 
fund and urged that the
responsibility for this fund should lie solely with the Ministry.
 

PIEF's current implementation plan stipulates 
that the repayments
flow into a PIEF special account administered by the Central Bank
Egypt. the of
With relaunching 
of the Fund, USAID will enter into
negotiations with 
the GOE' with the expressed objective of obtaining GOE
agreement that a revolving fund program be 
implemented to direct 
retlows
from PIEF to private sector and thisuse that occur in ofareas major
developmental impact.
 

E. General Credit Policy Issues
 

Supporters of PIEF have always underscored 
the significance of 
one
of the design's most important characteristics, 
i.e., flexibility
efficiently to
react to changes in the Egyptian financial and banking
milieu. By allowing the Fund's structure and implementation techniques
to evolve from interaction within the banking system and private 
sector
investment environment, modifications or adjustments can be undert iken 
in
 
a beneficial way.
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This 
"rolling planning" concept permits maximum 
involvement of
Egyptian banking the
sector through co-lending arrangements with selected
participating institutions. 
 As PIFY develops operational experience, it
may enlarge the ofnumber participating banks to theexpand availabilityof term credit to a wider spectrum of potential borrowers.
 

Presently, there are plans theno for creation of an institution(bank, finance company 
 or fund) devoted to the 
 employment and
administration of reflows. There is flexibility, however, to allow forthe estab]ishment 
of such 
an entity in later years, assuming evidence
leads to 
favor such an endeavor. Throughout 
recent discussions
Sultan Abou with
Ali, pertaining 
to PIEF's resurrection,
interest (in his position as Deputy 
he emphasized his

Chairman of the Investment Authorityand Director of PIEF; on March 30, 1985, he became Minister of Economy)in creating an independent investment bank to manage both new funding and
reflows to the PIEF. 

F. Contingency Plan vis-a-vis Potential Changes in Egyptian

Government and Egypt's Banking Community.
 

Section II (page 
 3) describes the project's history and providesevidence for the decision to document the FY85 obligation utilizing
supplement rather than a PPa PP amendment. This section further describesthe sequence of events leading to the decision to deobligate $22.195million and to use the spur of that deobligation in order to make onelast attempt to put PlEF into operation. alsoIt describesimpact if the the likelycurrent contribution 
of GOE 
officials and participating
banks were to no longer be involved.
 

Looking first to the GOE, USAID's and GOE's cooperative effortresurrect the project intensified to
with Sultan Abu Ali's appointmentDeputy asChairman of the Investment Authority ,o August 1984. He becamethe key GOE catalyst for the Fund. USAID's cc... idence in GOE's continuedenthusiasm for the wasRind further enhanced wnen Sultan Abu Ali becameMinister of the Economy (March 1985). Yet, it is important to underscore
that the agreement to undertake a concerted effort to relaunchwas made with the the FundMinister of MIIC in September 1983 at the time of thedeobligation. 
 This agreement reflects 
a substantial 
GOE endorsement and
is not tied to one individual's sponsorship.
 

In the event of Minister Abu Ali's departure (or otherany GOEofficial), we believe the Fund is designed to withstandsingle staunch advocate. 
the loss of aPIEF's administrative 
 implementation
predicated upon extensive is use of participating banks in handling theday-to-day Fund activities. These banks are expected to aggressivelypursue the project's goals. will
They initiate loan proposals in
accordance with 
the Fund's lending criteria. USAID believes there are
sufficient incentives and 
reasons 
to motivate 
banks to take whatever
steps are needed to assure PIEF's 
 successful sub-project lending


activities.
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Presently, two bank's (Chase National Bank and Misr-Iran Development
Bank) have been selected as the initial agent banks to manage PIEFsub-loans. 
Both USAID and GOE have not planned to add more participating

banks until replenishment of project funds. 
 Once the additional $22.195

million is available and operational experience has been gained, GOE will
 announce the opportunity 
 for other banks to participate in this
co-financing project. Careful consideration will be given to each
prospective 
 bank's lending record, project appraisal capability,
international banking experience and 
stature/reputation. USAID and GOE

will collaborate in selection
the process. There is considerable
expression of interest 
by the banking comunity to participate withPIEF. For example, some of the following banks have the potential to 
become PIE' agent banks: 

1. Misr International Bank
 
(First National of Chicago -
Joint Venture)
 

2. Egyptian American Bank
 
(American Express 
- Joint Venture)
 

3. Misr America International Bank
 

(Bank of America - Joint Venture) 

4. National Bank of Egypt
 

5. Cairo Barclays International Bank
 

6. Export Development Bank of Egypt
 

7. Development Industrial Bank.
 

8. Credit Foncier Egyptian Bank
 

As stated frequently throughout this PP supplement, the 1979 ProjectPaper's design and implementation plan have remained intact throughout
the past six years. Adequate flexibility has been deliberately includedto offer room for change when unforeseen events occur such as appointment
of new government officials or banks modifying their individual business 
policies. 

IV. Implementation Plan and Methods of Financing.
 

In the intervening period from the 
time of the original design,
1979, to the recent relaunching of PIEF, changes have occurred to theimplementaton plan for this project. However, the changes, surprisingly,have been more in the realm of fine-tuning rather than of sufficient size
and import to warrant categorizing them as involving "signif: -ant policy
issues"
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The Ministry of Economy with its Investment Authority continues tobe the designated implementing agency and will be advised on policy by anew PIEF Advisory Board. This isBoard comprised of government andprivate sector representatives 
 (see Ainex D for its present list of
members). To assure continuity and to handle day-to-day administrative matters, the 
Deputy Chairman of the Investment Authority has been
appointed the Director of PIEF; Authority staff will be called on acase-by-case basis for reviewing and recommending approval/disapproval of
sub-projects for Fund 
financing to be submitted by the participating
banks. The staff's recommendations will be submitted to the AdvisoryBoard's PIEF sub-committee for a final, sub-project financing decision.
 

Criteria for review, approval/disapproval is being established bythe Advisory Board 
 with assistance from USAID. 
 A PIEF Project
Information Checklist 
to be utilized 
in the PIEF sub-project loan
proposal approval process 
is found in Annex E. 
USAID will 
also review
and approve the sub-projects before financing can take place.
 

A major objective is to expand the authority and responsibility ofparticipating banks in their role as agents for the Fund. At the presenttime, the participating banks 
 are responsible for day-to-day
implementaion of Fund investments in sub-projects. With an increase inconfidence based on a successful operating history, GOE and USAID willtake steps, when appropriate, to 
minimize cumbersome government controls
and bureaucratic regulations. It 
is intended that the participating
banks, with strengthened management capability and improved projectappraisal capability and project financing experience, will become aprime source of project implementation responsibility.
 

The 1985 implementation plan corresponds closely the
with plan
designed in 1979. 
 Inherent in PIEF
all planning is the built-in
flexibility to adjust and make modifications in response to the reality
of operating in the "marketplace". 

A. Implementation Plan and Procurement:
 

1. Investments in Sub-Projects: 

a. Sub-project sponsor prepares a sub-project description andpresents it to a Participating Bank. Often athis will be 
feasibility study, particularly for new projects.
 

b. Participating Bank undertakes an evaluation determineto 
whether the sub-project is financially technically
and

feasible; in doing so, it prepares a project appraisal
(possibly with assistance from project appraisal
 
consultants).
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C. Participating 
 Bank approaches 
 PIEF with: project
descripti6n, its evaluation and project appraisal, and its
request for a PIEF Loan.
 
d. PIEF reviews and approves/disapproves the sub-projectinvestment and submits it to the USAID. 
e. USAID reviews the project and approves or disapproves theproject for AID financing.
 

f. After AID approval, AID issues Letter of Commitment inamount of PIEF's investment, in favor of the ParticipatingBank's correspondent bank in the U.S.A.
 
g. Sub-project 
borrower obtains 
bids and 
makes awards to
equipment suppliers on the basis of AID regulations, using
procurement 
procedures described 
 in AID Handbook One,


Supplement B, Chapter 19.
 
h. Participating 
Bank issues Letters of Credit 
in favor of
the client supplier against the above Letter of Commitment. 
i. Goods are shipped, arrive, are installed, and plant beginsproduction.
 

j. Participating Bank services its own and the PIEF's
sub-loan, including records of disbursementcompliance with and repayment,covenants, continued validity of mortgageor other security arrangements,
reporting system, 

etc. A simplifiedserving both the andPIEF AID, will beemployed.
 

k. With respect to PIEF sub-loans, the Participating Bank'smanagement obligation to PIEF cease,, with final repayment.
 
1. The project funds will 
 be administered 
 by already
established 
credit institutions.


Public and Private 
These institutions areBanks established underregulations and are 

the GOE
following 
 their accounting
procedures. 
 Determination 
was made by USAID that GOE
accounting procedures are satisfactory.
 

2. Implementation Schedule:
 

From mid-1984 to April 1985,Ministry of USAID worked closely with theEconomy's Invesb-.,t Authority toThroughout, the Investment Authority, as well 
relaunch the PIEF. 

asresponsive and supportive this 
other GOE entities, wereof effort.renewed In April 1985, theand became operational. PIEF wasIt is anticipatedfunds ($10.8 million) that the remaining 

of FY85 and 
will be fully al]ocated to sub-projects bythe obligated the endfunds ($22.2 million) will be allocatedsub-projects by tothe end of FY86. 
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3. Terminal Dates: 

a. The terminal date for satisfaction of conditions precedentto initial disbursement has been met.
 

b. With the obligation of $22.195
that the 

million, it is requestedProject Assistance Completion Date 
(PACD) be
extended from September
this 

30, 1985, to September 30, 1989;allows sufficient 
 time to approve sub-projects,
receive equipment and services and allow for start of
sub-project operations.
 

c. Terminal Date for opening Letters of Commitment will be 
nine months prior to PACD.
 

d. 
 Terminal Date for Disbursements will be nine months after
PACD. This period should permit disbursements of fundsunder Letters of Credit opened pursuant to the last Letter 
of Commitment. 

4. Monitoring and Reporting:
 

The 1979 Project Paper's design outlines the format to befollowed by USAID to monitor 
this project. The USAID Office of Financeand Investment will maintain, initially, frequent but not dailywith PIEF staff, contactparticipating banks and (occasionally) sub-project
borrowers to monitor project progress and visit project sites.
project officer will on The USAID
draw assistance 
e.g., 

from other divisions as needed,engineering, 
 legal, program economists, etc. In addition,
following receipt of post-audit reports and theas need arises, periodicconsultations will be scheduled with the Ministry of Economy, 
 Investment
Authority, PIEF Advisory Board, et 
al, to assess portfolio
problems, management and appropriate adjustments 
impact,

to the implementationplan. As operating experience develops, USAID'sinvolvement is expected to lessen 
and GOE's direct 

status 
based on experience and portfolioreports prepared the
by banks. Both USAID GOE
available, on and will be
a case-by-case basis, 
to address problems- confronted by
PIEF staff.
 

USAID approval of sub-projects proposed for PIEF investment willfollow standard, Mission procedures: review and endorsement by FI office
if favorable; and 
approval 
by the Associate Director, Industry and
Support based on an appropriate Action Memorandum prepared by FI.
 
USAID has recently issued a separate Letter of Instructions to PIEF
which delineates guidelines and procedures 
to 
follow in the process of
screening and approving sub-project loan proposals.
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5. 	Evaluation:
 

The first evaluation, covering and
both PIEF investments
effectiveness of operations, 
will 	be performed by outside banking
finance 
 specialists approximately 	 and
 
a year after disbursements 
 for
sub-loans commence. A final evaluation will be performed by the USAIDProject Committee (and, if needed, AID/W personnel) after the 	 totalproject funds 
($33 	million) are disbursed.
 

6. 	Conditions and Covenants:
 

Reference is made to the Project Grant Agreement datedSeptember 22, 1979. Conditions Precedent to Disbursement have been met.The 	 proposed second Amendment to the Grant Agreement will deleteprovision for a Condition Precedent to Long-Term 	
the 

Financial Studies whichis no longer required. All other Grant Covenants remain in full force
and effect. 

B. 	Methods of Financing. 

The 	project will use Direct Letter of CommitmentCommitment 	 and Bank Letter offinancial. procedures. Direct 
Letters of Commitment are
preferred mechanisms for 	 making payments to U.S. contractors when theimplementing agency 
has limited foreign currency. Bank
Commitment are only utilized in the event 	
Letters of

multi-vendors are 	 expected toparticipate in the procurement of commodities.
 

Periodic post-audits will be undertaken to assure project funds have
been 	 expended in accordance with project criteria and designedprocedures. These audits 	 sub-loan
plus 	project evaluations are included in 
the
project financing plan with a budget of $150,000.
 

DOC.2701I
 



ANNEX A
 

A.I.D. Project No. 263-0097 

SI=OND AMENUWT
 

10 THE
 

PRWDECT GWrN1 AGIEEMENT
 

TaE ABAB PRkPUBL1C 0Y? UDYPT 

AND THE 

UNITED STNVlES OF AM.UiCA 

FOR THE 

pRIVATE INVlEl "ENITJIIAGF4FI\ FUND 

,,,,: CONFORMED 
co Y 

/
 



Sc,.ond Ancidment, dlated J O 1 3 1 1 ° to the Grant Agreement, dated 

September 22, 1979, between the Arab Republic of Egypt ("Grantee") and the 

United States of America, acting through the Agency for International 

Development ("A.I.D.") for Private Investment Encouragement.
 

SECTION 1. The Grant Agreement, as amended on September 28, 1983, is hereby 

further amended as follows: 

A. 	 The first paragraph of Section 3.1 is amended by deleting "Ten Million 

Eight Hundred and Five Thousand United States ('U.S.') Dollars 

($10,805,000)" and substituting "'1hirty-Three Million United States 

('U.S.') Dollars ( 33,000,000)" therefDr. 

B. 	 The second paragraph of Section 3.3. is deleted in its entirety and the
 

following substituted therefore:
 

Tle 	Grant itay be used to finance foreign exchange costs, as 

6 

defined in Section 6.1, and local currency costs, as defined in
 

Section 6.2, of goods and services required for the Project.
 

C. 	 Section 3.3(a) i ainended by deletlng "September 30, 1984" and
 

substituting "Septembe-r 21, 1989."
 

D. 	 Sectic:i 4.3 is deleted in its entirety. 

\VIb
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E. Article 5 is amended by adding nw section 5.4.a Ratification, as 

follows: "The Grantee shall take all necessw:y 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."
 

F. Section 8.1 is amended by adding "Ministry of Planning and
 

International Cooperation, 8 Adly Street.'" 

G. 
 Section 8.2 is amended by deleting "Minister of Economy, Foreign Trade 

and Economic Affairs" and substituting "Minister of Economy, Chairman 

of the General Authority for Investment, Minister of Planninq and 

Interrvitional Cooperation and/or the Administrator of the Department 

for Economic Cooperation with U.S.A." 

H. Article 8 is fuLther ameried by adding a new section 8.4. Lawplage of 

the Agr(v lnen:, as follows: "This Agreement and/or its amendiicnts are 

prepared in both English and Arabic. In the event of ambiguity or 

conflict between the two versions, the Engl.ish language version will 

control."
 

I. Annex 1 and Attaclhnent 1 to Annex 1 are deleted in their entireties
 

and the attached revisbd Annex 1 and Atta-:hnienL are sustituted 

the,-efor. 
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SEClON 2. This Second Amer-Inent shall enter into force wheni signed by both 

parties hereto.
 

SECI.[CN 3. Except as specifically amended or modified herein, the Grant 

Agreement shall remain in full force and effect in accordiunce with all of its 

terms.
 

IN WITNESS W1JEFRECVW, the Arab Republic of Egy"pt and the United States of 

Aerica, each acting through its respective duly authorized representatives, 

have caused this Agreement to be signed i n their names and delivered as of th( 

day and year first above written. 

APZAB REPUBLIC OF EGYPT UNIT'iD ST3ATES OF AMEiCA 

C ic, 4 n, 
BY ~ (( BYla 

NA' I) V.imil Ahmed1-?ot~ NN40' Nichiola- A. Veliotes ____ 

TI.ITJ&: Minister of Planninq and TITI,': American Ambassador 

International C.:-,:,,,eration 

By ,:/ .atBY rcor / 
______ __-_•t ..(IJ 

LNIEW Ahnamd Axlel Sicl am Zaki. NAI4L : ,T.-an)- R, Mimix'll _____ 

TPEL'Ls )binistraLc: of the TITLE: Direc~or, I(>iD/?rI r 

i fpaftineit for 1IccnomPic 



-4'..
 

Imlemen-ngjOrranization 

In acknowledgement of the foregoing Agreemnt, a representative of the 

implementing organi zation has subscy- bed his name: 

MINISTRY OF ECONOMY 

NAME - Sultan Abu Aly 

TITLE: Minister of Econom -
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- Organ'.zation and provision of local or foreign consulcing assistance to a 
Participating Bank when requested i.!hen deemned necessary. Such 
assistance may be required by rocan(- ".ouks in the area of project apprai. aJ. 
or to review ,ueti.ons reIahing to ,3jx ci.alizcI iiarketing or product issues; 

- Screening and iccommending approval or disapproval of sub-project 
proposals. USID will also scrQen sub--pr-ojects until the i'nd gains 
sufficient experience; 

- Coordination with Participating B?3ik:; to ensure appropriate periodic 
reporting on Fund investments and oLxrations; 

- Coordinaticn with USAIL) of and-spxonsored training progrard; f'r 
Participating Bank staff. 

An Advisory Board to the F-und has been created to review and m.nitor, in an 
advisory capacity, the imp1.een.ntation of the Fund and to report its findings 
and recoitunendaticns to the Ministry. This Board is limited to ir0ividuals 
drawn from the highest professional levels of banking, finance, goverrmlent and 
business circles in- Dgjyl?t. 

A principal-a .ency relationship has -!en establi shed be.tween the Fund and 
Participating Banks to administer Futid investments. This relationship invests 
the selected Participatinjg Bank with autho;:ity to iiunage the Fund's 
contribution to a particular sub-project. The responsibilities, obligations, 
rights and privilages of: boith parties have been defined in a written 
agreement. The ParticitiJi 1.nk as agent assues responsibilities of 
disbuisewent, collection, supervisions, onitcring and rejo:rtinKj. 

In addition, the G:antee will discus'S with A.I.D, means to improve 
tj.tincing jacilities to beavailability ini Egypt of addiLionzA. longj-term 

available to the private sector, i.ni].uding appropiate institutional 
arrangeinents to achieve this objecti\v. 



Attaclmnent No. 1 to Annex 1 

(Revised as of June 1985) 

ILUJSPrATIVE FINANCIAL PIAN 

Project total costs of 64.7 million are expected to be financed from the AID 

Grant, Participating Banks and the GOE as follows (figures in WOO0 or 

equivalent).
 

AID Participating 	 Total
 
Grant -... Banks GOE Sources 

A. Sub-Project *31,500 31,500/ 	 63,000
Investments 

B. 	Technical
 
ssistance 1,000 
 1,000 
PIEF Staff
 
& Facilities 
 t200 200
 

C. Evaluation 
Post-Auditing 150 150
 

D. Contingency 	 350 350 

,POAL $33,000 31,500Uj *200 $64,700 

*/ 	 Minimum Participatinig Bank/PIEF co-finwincing ratio is 1:1. It is expected
that umost sub-project loins will be based upon a ratio of 2:1 	or greater. 



SBM0ND ARENLMNT 

TO
 

PROJECT AUTHORIZAT.ION 
Name of Country: 
 Arab Republic of 
 Name of Project: 
 Private Investment
 

Encouragement Fund
 
Number of Project: 263-0097
 

1. Pursuant to Section 531 of the Foreign Assistance Act of 1961, as amended,
the Private Investment Encouragement Fund was authorized on September 21, 1979
and amended on September 27, 
1983. 
The authorization is hereby further
 
amended as follows: 

A. The first paragraph of the Authorization is amended to add, after
"following paragraph", this sentence: 
"The expected life of project is
approximately 10 years fron the date of initial obligation."
 
B. The third paragraph of the authorization, beginning "the entire
amount..." is hereby deleted.
 
C. Paragraph C (1)is amended to delete the phrase "special employment
generation and geographic localities criteria for the $5.0 million
allocation."
 

D. Paragraph D is hereby deleted in its entirety.
 
2. The Authorization cited above remains in force except as hereby amended.
 

Frik B.Kimblall 
Mission Director, USAID/Egypt 

0/IS/Fr J.kSuma
 
Clearances:
OD/IS/FI, J. Sumar*A-' t 

AD/I, D. Pessley

AD/DPPE, G. LaudaL-
TMcahon•DFl .
 
DD, A. Handly
 

DraftedLG: P amsey:ss: 5/16/85

Doc. 1607L
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Annex C 
STATUTORY CHECKLIST UPDATE 

Listed below are statutory
criteria, applicable to projects, 
for which an update is necessary 
or which were added to the 
Checklist after 1979, when the 
PIEF Project Paper was the first 
prepared. 

CROSS REF[REI NCES: IS COUNTRY 
CHE1CKLIST UP 'TO DATE? HAS 

STAN)ARD ITM CHECKLIST BEEN 
REVIEWED FOR THIS PROJECT? 

Yes 

Yes 

1. FY 1985 Continuing Resolution 
Sec. 525, FAA Sec. 634A; Sec. 
653(b). 

(a) Describe how authorizing and 
appLopriations committees of 
Senate and House have been or
will be notified concerning the
project; (b)is assistance within 

Congress has been noti 
in accordance with regu.LOL 
agency practice. 

Yes 
(Operational Year Budget) 

country or international 
organization allocation reported 
to Congress (or not more than $1 
million over that amount)? 

2. FAA Sec. 612 (b). Does the 
U.S. own excess foreign currency 
of the host country, and, if so, 

The U.S. owns no excess 
Egyptian currency. 

what arrangements have been made 
for its release? 

3. FAA Sec. 118(c) and (d). 
Does the project compjly with 
environmental procedures set 
forth in AID Regulation 16? 

the 

Does 

Yes 

N/A 

the project or pLogram taken into 
consideration the problem of the 

destruction of tropical forests? 

4. FAA Sec. 121(d). If a Sahel 
project, has a determination been 

N/A 

made that the host goverrnent has 
an adequate system for accounting 

/t 



for an controlling receipt and
 
expenditure of project funds
 
(dollars or local currency
 
generated therefrom)?
 

5. FY 1985 Continuing Resolution 
Sec. 536. Is disbursement ot the 
assistance conditioned solely on 
the basis of the policies of any 
multilateral institution? 

6. FAA Sec. 534. Will ESF funds 

be used to finance the
 
construction of, or the operation 
or maintenance of, or the 
supplying of fuel for, a nuclear
 
facility? If so, has the
 
President certified that such use
 
of funds is indispensable to
 
nonproliferation objectives?
 

7. FLA Sec. 609. If commodities 
are to be granted so that sale 
proceeds will accrue to the 
recipient country, have Special 
Account (counterpart) 
arrangements been made? 

8. FAA Sec. 604 (g). Will 

construction of engineering
 
services be procured from firms
 
of countries which are direct aid
 
recipients and which are 
otherwise eligible under code 
941, but which have attained a
 
competitive capability in
 
international markets in one of
 
these areas? Do these countries
 
permit United States firms to
 
compete for construction or
 
engineering services financed
 
from assistance programs of these
 
cojuntries?
 

No
 

No
 

The focus of the project purpose
 
is on institution building. Per
 
'85 State 068759, local currency
 
generated by the incidental sale
 
of commodities need not be 
deposited into the Special
 
Account. Reflows generated will,
 
however, be used to recapitalize
 
the PIEF.
 

No
 

/%
 



9. FAA Sec. 104 (F); FY 1985 Yes
 
continuing Resolution Sec. p2-_7. 
Will arrangements preclude use of
 
financing (1)to pay for any
 
biomedical research which
 
relates, in whole or part, to
 
methods or the performance or
 
abortions or involuntary
 
sterilizations as a means of
 
family planning; (2)to lobby for
 
abortion?
 

10. FY 1985 Continuing No
 
Resolution, Sec. 511. Will
 
assistance be provided for the
 
purpose of aiding the efforts of
 
the government of such country to 
repress the legitimate rights of 
the population of' such country 
contrary to the Universal 
Decleration of Human Rights? 



ANNEX D
 

Private Investment Encouragement Fund
 

Advisory Board
 

Dr. Mohamed Zaki Shafie
 
Professor, Ein Shams University
 

Dr. HelTmy Mahmoud El Nomor
 
Professor, Cairo University
 

Mr. Mohamed Ezzat Ghidan
 
Chairman, Federation of
 
Egyptian Chamber of Commerce
 
Member, Shourah Council
 

Mr. Said El Tawil
 

Chairman, Egyptian Business Association
 

Dr. Motaz Bellah Ahmed Mansour
 

General Manager,
 
Misr Iran Development Bank
 

Dr. Eng. Adel Gazarin
 
Chairman, Public Sector Authority
 
for Engineering and Industry
 
President, Federation of Egyptian Industries
 



ANNEX E 

TABLE OF CONTENTS 

E-1. Loan Application 

PIEF and USAID. 

Procedures from Participating Banks to 

E-2. Decree No. 12 issued on February 19, 1985 by the Deputy
Chairman of the General Authority for Investment and Free 
Zones. 

E-3. 

E-4. 

Decree No. 82 for 1985 issued by the Minister of Economy 
and Foreign Trade. 

Memorandum from Mr. Walter Coles, USAID/Cairo, IS/FI dated 
April 29, 1985. This is an illustrative list of potential
investors visiting USAID's Finance & Investment Office 
March 12 to March 24, 1985. 



ANNEX E-.
 

Project Invcstirment Encouragerent Fund (PIEF)
 

Loan Application to PIEF and USAID
 

I. 	 Letter of Transmittal From bink to PIEF
 

Certification 
 that loan is in coimliance with Terms of Bank 
Agreen-nt and specifically sections 4.1 through 6.6 of the 

Agreement 

- Project Description and Overview 

rank R1ecommendation to PIFF relative to PIEF participation in 
the proposal loan 

II. 	Summary of PIEF Termrs and Conditions 

- PIEF Limits compareo to Proposed Project (See attachment I) 

III. 	Project Information Checklist - Guideline for types of Information
 
expectea for bank appraisal and review and screening by PIEF and
 
USAID (see attachnent II) 

IV. 	 Loan Agreement 

(To be prepai.ed by bank) 
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PRI VATEF ~2iEIi~'oI~.,NJ 

S_ulrm&oI PILF T'erm 

Conditions 


1. Private Egyptian ainership 

2. Governemnt or Public SectorOwnership 

3. Maxijmum Foreign Ownership 

4. Total Project Cost 

5. Minimnum PIEF Loan Amount 
6. Maximti, PIF Loan Amount 

7. Maximum PIE 
Loan Amount 


8. Bank Co-tinancing Loan Amount 

9. Status of Litigation or other 
court proceeding 


10. Maximum debt/equity ratio 
11. 
 Currency conversion for Project


Calculations 


12. Financial Rate of Return (FRR) 

13. Economic Rate of Return (ERR) 


14. Economic Focus 

ANNEX i-i 

Attac]rent I 

FUND

and Conditions 

PIEF .Limits
 

Not less than 30% 

Not t6 exceed 30% 

Not to exceed 70%
 

Not less than one million 

pounds or equivalent FX
 
Not less than $300,0000
 

Not to exccea 20% of
 

total Project Cost
 

Not to excced $5.0 million
 

i/-Equal or exceea PIEF 
Loan Amount 
Bank confirmation and 
recommandation 

3/1
 

U.S.$l = 
L.E. 1 unless
 
otherwise specified
 

Exceeds the effective
 
interest 
rate on all loans 

Positive  calculated in
 
accordance with Annex I 
(attached) 

Adds to Economic development 

of Egypt 
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Conditions 


15. Environnurntal Review 

16. 	 Special Articles in bank 
loan agreerent to borrower 

17. 	 PIEF Terms 

18. 	 Bank Terms for co-financed loan 

19. 	 PIEF Grace period 

for co-financed loan 

PIEF Limits 

Review completed and 
indicates compliance with 
conditions stated in Annex 
(attached) 

As negotiated with banks and 
PIEF 

As negotiated but not to 
exceed 12 years
 

As negotiated 

Not to exceed 36 months
 



Pr i va toe ].;r,:c i ;: nt. Ecolu-~ic2nt l-urad (l-']E) ANNEX E-I 

Pjrojc.ct oonIoonWfo 

., a Enferprise or E on ion: 

2. Type r(,Ict/ser ,ice: 

3. (>,t;:uny ,i / /:'ry S ! u.: 
4. O.,';L'shlip (N', 1 o ' :i;,d :,: s of h-Ad',rs of 54 or utre) 
5. Iap-.i.,nt (Ai ached - I);:1es p sit ions ad resunes of pricipal

officers): 

6. Technical Assistance (Attachd su-r.3r), of terms and conditionsrnan'mnrment/teclrlica] ofassistance agrE.zents, if any): 

7. S.urce of Fc.sit,) } St udy (Atached): 

b. Co]]atera) 1Uic: C:
 

Firncial 'St ru21 u:-c
1. bases for ProjectJons (current or constant prices; currency conversion 

rates, etc.): 

2. Financing Pier,, In_"uding L'cal and Foreir-n Sources of Equity and Debt: 
3. PIEF Debt Terms (interest rate, mrturity, grace period): 
4. -Banl: Debt Terms (interest rate, maturity, grace period): 
5. P]EF Schedules of Dra'.-do,ns and R\payenrs: 

6. Bank Schejules of Dra,:-&,.ns and Eepsyments: 

7. Debt /Equity Rat io, by Year: 
6. D:b/Service Ca; acity, by Year: 

9. Current and Fixed Asset Ratios, by Year: 

10. Depreciation Policy: 

11. Dividend Policy:
 

http:Dra,:-&,.ns
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Projet Cost 

I. l'mid (describe 3oat ion) 

2. BuilIdi ngs 

3. P,.-3w "'.',Ie i I.] 

4. M.'acliinery, an Equi,;,.--nt 

5. Labor 

6. Fees (detailed) 

7. Foreign Exchange Requireaents 

E. Require±ents for U.S. Gcods and Services (detai]ed) 

9. Construction Fina-ic-in 

10. Worl,in Carpitp 

11. Contingencies (explain ba:sis)
 

Financial J'roie::tions (by oeratin. year throueh loan repavents)
 

1. Physical &Jtpuz and 7 of Capacity (state assui.tions)
 

2. Total Revenues
 

3. Operating E:penses (detailed)
 

4. Operating Profit
 

5. Other lnemie (detailed)
 

6. Other'Expense (detailed)
 

7. Pre-Tax Profit
 

8. Taxation (state basis)
 

9. Net Profit
 



10. 	 Ne t aPs a ' off:,]e:;, lot al Capitalization arJ Equity 

II.Fin;-i a] Rat e of Ret rn (st ate ,',si yt ions) 

12. 	 Sources and Applicat ion of Funds St ate:;Jent 

13. EAance Sheer
 

Econwn,IC l-sCC S
 

1. 	WMrl:et Analysis (deailed)
 

2. 	Pricing Policy (detailed)
 

3. 	Distribution Channels
 

4. 	Export Sales and Earnings, by Year 

5. 	 F,onnmic Rate of Return EPP', (Stat asstIriptions) fol]o'" attached 
Guidelines for Calculatinr ERR. 

6. ,jfl])1o\,:jin, cc?;Iera, ion. 

D,-t ails of Euu~j .-- eria an3 In-idental Services to be Financed by
t- TETF -1 n

1. 	1tem Quantit- Estii.te Value 
AMB 	 Ale: 

2. 	Incidental Services
 

Eype
Estiinate Value
 

3. 	Status of required a;'roval, Permits, Custms, Contractual
 
Relationships for abv'e.
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PRIM" 	 ANNEX- E-17 

I N 
p~'~ .of C..On qnC ah. -i iCto 'a ermi n e) r.hU)cjrirp' 

prc rleo, a~'pr4ojecta zi I.',v"j~n cu wQU
~r);)t'Of csr ffCfcent Vc.)umne to w-irrait -he1 -Fu jpCj~t %I a s 1* 

e);3~x n! of icrc I'eICjouDircccr9 D'n" liac drl:)\vsi i aw-Prl~& l1) 1e 	 b 
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ANNEX E-2 

Deputy Chairman
 

The General Authority for
 

Investment ana Free Zones
 

Decree #12, onissued February 19, 1985 by the Deputy Chairman of the 
General Authority for Investment and Free Zones
 

The Deputy Chairman ---

Having considerea, 

-
 The constitution;
 
- Law #43 for 1974, amendea by Law tor#2 1977, on the Investment of 
Arab and Foreign Capital and Free Zones;
 
- Law #159 for 1981 on Joint Stock Companies, Partnership limited by

Share Companies, aid Limitea Liability Companies;
 
-
 Grant Agreement for 
the proposed fund for encourgement of private
investment signed between the Governments of the Arab Republic of Egypt

and the U.S.A. on Septenber 22, 1979.
 
- The Decree #32 for 
 1980 issued by the President of A.R.E. approving
the grant agreement for the project of establishing the Private
 
Investment Encouragement Fund signea on September 22, 1979 between Egypt
and U.S.A., and approved by the People's Assembly 
 on February 19, 1980. 
- The Decree #35 for 1980 issued by the President of the A.R.E.
approving the grant agreement signed on September 22, 1.979 between Egypt

and U.S.A. and approvca by the People's Assembly 
 on February 19, 1980
regarding the project of the Feasibility Studies for Private Sector.
 
-
 The Decree #299 for 1984 issuea by the President of the A.R.E. on the

appointment the Deputy Chairman torof the General Authority for
 
Investment of Arab and Foreign Capital and 
 Free Zones;
 
- The Decree #327 or 1980, amended by Decrees #4 or 1981 ana 138 for1982 issued by the Deputy Premier for Economical and Financial Affairs
and Minister of Economy, and the Decree #3109 for 1983 issued by the 
Minister of Investment Affairs and International Cooperation;
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- The Decree issued by,'the Board ot Directors of the General Authority
for Investment of Arab and Foreign Capital and Free Zones in its meeting
 
on January 27, 1985 in connection with the arrangements for encouraging
the Private Sector Investments, in addition to delegating the authority
to the Deputy Chairman so as to form a Committee set up by the Authority
Board of Directors and given the responsibilities of the Fund Consulting
Conmittee and has the right to take necessary measures to assist the Fund 
carrying out its responsibilties.; 

Decreea
 

First Article:
 

The Consulting Committee of the Fund specifiea for the Private Sector
 
Investments is formed and headed by 
 the Deputy Chairman of the General 
Authority for Investment and Free Zones, and the following members:
 

1. Dr. Mohamed Zaki Shafii
 
2. Dr. Helmy Mahmoud Nemr 
3. Prof. Mohamed Ezzat Ghidan 
4. Prof. Said El Tawil
 
5. Dr. El Motaz Bellaah Ahmed Mansour
 
6. Dr. Eng. Adel Gazzarin
 

And the Committee has the right to seek assistance from experts as it
 
sees fit.
 

Dr. Mohamed Abcel Meguid Ghazali is assigned the responsibilities of 
Secretary of this Committee. 

Members are entitlea to a Session Attendance Allowance of L.E. 40 for
 
each member per session.
 

The Secretary of the Committee gets half of this amount.
 



SeconO Article:
 

This Decree is enforced as from 
the date of issuance. 

Deputy Chairman 

(signature) 
Dr. Sultan Abu Ali 

Jean L. Guirguis 

?Rfl[VTU 



ANNEX E-3
 

Ministry of Economy
 

and Foreign Trade
 

,Decree # 82 for 1985
 
Issued by the Minister ot Economy & Foreign Trade 

The Minister of Economy ano Foreign Trade
 

Having considered,
 

- The Constitution;
 
- Law #43 
for 1974; airended Dy Law 32 for 1977, 
on the Investment of
 
Arab and Foreign Capital arn 
 Free Zones;
 
- Law 11159 for in1981 connection with Joint Stock Companies,

Partnership limited by Share 
 Companies, and Limited Liability Companies;
- Grant Agreement lor 
the proposeo fund for encouragement of private

investment signed between the Governments of the Arab rEepbulic of Egypt
 
ana thje U.S.A. on SepteffLb-r 22, 1979.
 
- Decree 
 432 for 1980 by the President of Arab Republic ot Egypt on the
Approval for Grant Agreement on the Project of establishing the Private
 
Investment Encouragerti Fund signed on September 22, 1979 between Egypt
anu U.S.A. and approvea by the People's Assembly on February 19, 1980. - Decree W35 for 1980 by the President of A.R.E. on the Approval for 
Grant Agreement on the Project of 
the Feasibility Studies for the Private
Sector signed on September 22, 1979 between Egypt and U.S.A. and approved 
by the People's Assemrbly on February 19, 1980. 
- Decree #299 

4,. 

for 1984 by thePresident of A.R.E. on the appointment of

the Deputy Chairman for the General Authority for Investment of Arab and 
Foreign Capital and Free Zones;
 



- Decree #327 ior 1980, amended by Decrees #4 for 1981 and #138 lor 
1982 by the Deputy Premier for Economical and Financial Affairs and 
Minister of Economy, and Decree 03109 1.or 1983 by the Minister of
 
Invesitrent Affairs and International Cooperation;
 
- Decree by 
 the Boara ot Directors ot tJe General Authority tor
 
Investment 
of Arab ana Foreign Capital and Free Zones in its meeting on 
January 27, 1985 in connection with the arrangLments for encouraging the 

Private Sector invesrrents;
 

Decreed
 

First Article: 
The Deputy Chairman of the General Authority for
 
Investmnent of Arab ana Foreign Capital and Free Zones 
- or his aelegate 
is assigned the Executive Director responsibilities of the Private Sector 
Encouragement Investment Fund. 
He is to assume the responsitilities stipulated in the Ministerial Decree
 
#138 for 1982 and has the Authority to seek assistance from experts at
 

his convenience.
 

Second Article: 
 The Decree is enforced as from the date of issuance.
 

Minister of Economy
 

and Foreign Trade
 

Dr. Mostafa El Said
 

Jean L. Guirguis
 

P V/Tu 

April 16, 1985
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I. Listce kIyow are s-]ected potential investors Uiat have visited theOffice of Finance and InvesUlient during the period 3/12/85 tUrough4/24/85. This list is illustrativc ana represents only thjose investorsundlertaking one-on-one discussions wiLh halter Coles. 

Co . .. -.vestor 
 Estimate ')ype Project 
Project Cost 

1. C&ens-Conin-Fi brclass/ $14.0 Two planits - Fiberglas Pipes 

Gilbert. Soor ano Insulating ,taterial 
2. iUiyi/.s. Tyler $20.0 Telephone Sitching Systenis 
3. TIB/Thornas bond $ 5.0 Pre-stressed Concrete Plant 

4. First Arabian/John flilken $12.0 Tomato Paste Plant 

5. Medical Services lnt / 
Dan brown 
 $ 1.5 Referral Lab for all Hospitals 

6. Abbot labs/R. Hlegay $ 6.0 Infant Formal and Drugs 
7. Sohctric/Ctiris Ga6onLski $ 1.5 Solar Electrical Power 

8. Carey int'l/Jeff Peterson 
 $11.0 Integrated Farm
 

9. Jaszimro Inc./Jeif lio6es $20.0 
 Private Hospitals & Clinics
 

10. Eli Lilly/K. Tucker $11.0 Medical-Drugs 

O" IONA.L IrOn I ND. ID
 
(£tt'v. 16o)
 
GIA rrmn (4t CPnI) ti-i. 
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,QIu..I li 
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3]. LxidC/3. C c6.0 
 In 6ustrial l ttc.r(,5
 
12. 	 ]con/GL . 8i Imam $ 6.0 Light Fjxt.rt7:s 

13. 	 AriCJr/PJT Gr3rnnerl1/
 
Sa'rir 1,lkory 
 $32.0 Pipe Valves
 

]4. Pioneer Src-5s/
 
Harry Jc.:m; ijul:a 
 $ 8.0 SD.j ,bu-t Dbr ion 

15. 	 Clark Tubular/James itchell $ 5.0 PipX-Threa6ing for Oil 
Industry 

16. 	Fairuz Hospital/ MhainedAbdullah 
 $ 8.0 
 Private Sector Hospital
 

17. 	Noriwck Eaton Pharuceuticals
 
Division or Procter 
& Ganbe/
Ronald Brandt 
 $ 6.0 Drugs
 

38. 	bcatrice Fooos 
 $16.0 
 Processed F-oods
 

19. 	GrE 

$80.0 
 Truck Plant
 

I. 
Listed bcelow are selected companies that have been approved to
participate in the PSFS program or 
are expected to submit an application.
 

I. 	Ralston Purina 
 Approveo Concentrate Feeds 

2. 	Continental Grain 
 Approved 
 Concentrate Feeds 
3. 	A.P. Parts 
 Approved 
 Auto Feeder Industry
 

4. 	National Can 
 In-process Tin plate
 

5. 	Sheller 
- Globe 

Auto gaskets etc. 

6. 	Procter & Gamble 

Soaps
 

7. 	Echlin 

Auto parts
 

8. 	Al].is-Chalmer 

Pumps
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9. Ac¢-':i.'.
GiJ'o;p 
 3n-prov(..:;: 11ectr i c: e.,, Ic-hr 

30. I',r U;Lwit 
Shock A.,-orbc-s L Brakes 

]. C.R. Jn,6ustries 
Auto Parts 

12. Aurl-jcan Stan,,1ard, Inc. r-. C11C; 
311. List.e_5 below are companjes Sritary ]'>:turesthat may participate in th.e C1 car and Fec6 
Inasutries Projects. 

I. Gcoodrjcb $.30.0 Tires 

2. Inland $ 6.0 Seat Trim 
3. Pittsburgh Paint & Glass $ 16.0 Paints 
4. ]T' - ShOcks-,Muf f ers 

5. Ben1 ix 

6. TI,R 
Power Steering 

7. Harrison JRabiator - Ra6iators 

Dra ted: S/F :l Co] e,:nb: 04/29/85. 12861
 



AN NEX F
 

SCHEDULE OF E'I'IMATI) DISBURSEMENTS 

AID GRANT ONLY 

($000's) 

1979-1984 1985 1986 1987 Total 

Dollars Dollars Dollars Dollars Dollars 

A. Fund for sub-projects 

Sub-project 
investments 

B. Technical Assistance 
T'raining Progran 

$805 

$5,000 $20,000 

195 
100 

$6,500 $31,500 

$1,000 
100 

C. Evaluation and Post-
Auditing 

D. Contingency 20 

75 

175 

75 

55 

150 

250 

TOTAL $805 $5020 $20,5 5 $6,630 $33,000 
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