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N a m e  of Country: Arab Repilblic of Nme of Project: Science and Technology 

Egypt fo r  Development 

Number of Project: 263-0140 

1. Pursuant t o  Section 531 of the  Foreign Assistance Act  of 1961, as amended ( the  

mActa), the Science and Technology for  Developnent Project- { the  "Project") was 

authorized on Ju ly  30, 1985 and was mended on Ju ly  7, 1987 and June 12, 1988. The 

Project  Authorization is hereby fur ther  amended as follows: 

a .  Paragraph 2 is furcher amended by adding a new subparagraph (c) as follows: 

"I hereby authorize the Energy Conservation and Efficiency (ECE) component 

of the  Project .  The purpose of the ECE Component is t o  provide and 

accelerate the adoption of improved eamnercial technologies, pr-sses and 

pract ices  i n  order t o  save energy and increase energy efficiency.   ram the 

t o t a l  estimated Phase I1 obligations for  the Project ,  the ECE CcPnponent 

s h a l l  involve estimated obligations of Forty Nine Million, Five Hundred 

Thousand United S ta tes  Dollars ($49,500,080).' 

b. Paragraph 3h (Conditions Precedent to  Disbursement) is fur ther  amended by 

adding new clauses (5)  and ( 6 )  to read as fo l low:  



. ( 5 )  Additional Disbursements for the XE Cmponent: Public Sector 

Activities 

Prior to the disbursement of funds, or the issuance by AoI.9.  05 

comnitmnt  documents under the project, to finance public sector 

activities under the ECE capment other than interim contract 

services and local minagentent servies ,  the Cooperating Country shall, 

except as A.I.D. my otherwise agree i n  writing, furnish to A.I.D., i n  

form and substance satisfactory to A.I.D., with reference to such 

pnblic sector activities: 

i. Evidence of establishment of a Steering C a m i t t e e  and a 

Secretariat including, for the f i r s t  year of activities under the ECE 

Component, formal. designation of mnbers of the Steerinq Cornnittee and 

of the Executive Director 3f h e  Secretariat; and 

ii. Evidence that the Secretariat has formlated and adopted 

appropriate arr=gements for financing technology applications. 

(6) Additional Disbursements for the ECE Cmponent: Private Sector 

Activities 

Prior to the disbursement of funds, or the issuance of camitment documents 

under the Project, to finance private sector activities under the ECE 

cmponent other than interim eontract services and local mmagement 

services, the Cooprating Country shall, except as A.1.D. my otherwise 

agree in writing, furnish to A.1 .Do, i n  the following sequence, in form and 



substance satisfactory to A.I.D., with reference to such private sector 

activities : 

i. miden= that the Developtent Research and Technological Planning 

Center (DFUK) at Cairo University has appointed a full-the Executive 

~irector and necessary support and implementation staff; and 

ii. widence that a circular or other appropriate doamentation has 

been issued by the cooperating country setting forth in reasonable 

detail the terms and conditions applicable to private sector loari and 

grants to be made under the ECE Coanpsnent: 

c. Paragraph 3 is further amended by adding a new subparagraph .fa to read as 

follows : , 

Of. Additiona Covenants for EE Component 

i. fie reflows from public sector loans will be deposited into a 

Special Account, to be administered by the Steering Ccmnittee, and 

will be used exclusively for meting ECE camponent-related 

requirements as agreed ktween A.I.D. and the Cooperating country; 

ii. Reflows from the private sector loans will be deposited into a 

!Special ACCO).Int, administered by DEFPC, and will be used exclusively 

for meeting ECE Component-related requirements as agreed between 

A.1 .D. and the cooperating Country; 



iii. The Steering Cmit tee ,  Project Secretariat, and D R P C  will. meet 

formally with A.I.D., a t  least semi-annually, to discuss progress and 

issues under the ECE Component; 

iv .  Egyptian public sector organizations involved i n  the ECE 

Component w i l l  provide the Project Secretariat w i t h  information, data, 

reports, and other documents resulting from this Project; 

v. The Cooperating Country w i l l  provide, an a timely basis, a l l  focal 

logistic support as my be required to ensure effective use af ECE 

Component-financed goods and services. 

v i .  The Cooperating Cwntry w i l l  provide to A.I.D. the details of its 

counterpart contribution to the ECE component on a timely basis; and 

v i i .  Neither A.I.D. funds, nor funds derived from the Specia; Account 

generated under the Cmnodi ty  Import Program, nor L.E. generated under 

this Project, w i l l  be used to pay salary supplements under ths ECE 

Camponent except pursuant to mutually agreeable criteria." 

2 .  ~xcept as hereinabove amended, the project authorization, as previously 

amended, remairs i n  full  for ee and effect . 
f i  
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Project Committee m c  
.5 million be authorit or the Energy Conse 

cmgonent (+The Pro jeet) of the Science md Teehology for IDevePopm 
(263-0140). This eight year project should be incrementally funded as follows: 

FK 88: $15.0 million 
F'Y 90: $11J million 

92: $23.4 million 

B. tributions*: 

The Government of E g p t  (WE) contributions, in-kind and cash are L.E 2S,2 
million ($11.45 million) aid L.E. 12.5 million ($5.68 million) respectively 
totalling E. E. 37.7 million ($17.3 mill ion). 'Ihe private sector c~ntributions 
will also be in-kind and cash and are estimated at L.E. 16.6 million ($7.54 
million) a i~d  L.E .  16.2 million ( 7 . 3 6  million) respectively totalling LeE. 
32.8 milllion ($14.7 million), The total Ros"~c=t~ z=;zt,riktien (GOE and 
private sector) is estimated at L.E. 70 .5  million ($32.03 million). Details 
are provided in Table 1-1. 

C. Sum~lary Project Description: 

1. Proiect Rationale: 

Egypt faces a number of serious energy problems that are placing sewre 
strains on the economy and are likely to constrain future economic 
development. h ~ n g  these is an extremely inef f iciene use of energy in 
industry. A project to promote energy conservation and efficiency will help 
rectify this problem. In addition, by decreasing the energy content of goods 
and services, the Project will ease the transition to higher energy prices 
required under the aclF structural adjustment program. Finally, the Project 
directly stqports t he  W E t s  industrial   eve lo pent plan and supports USAID'S 
long-term development strategy and goals. 

2. Project Goal and Purpose: 

The goal of this Project is to improve the productivity mi competitiveness of 
the! Egyptian economy by improving the energy efficiency of its industrial ant1 
coarmerciaf processes and practices. 

* The Ccnversisn rate of &dcllars at $1=LE2.2 rate is only made for 
preseatation purposes and does not imply "maintenance of value" if the 
exchange rate changes Oilring the life of the project. 



The &ajectgs purposes are to promote and accelerate t h ~  adoption of improved 
rcial technologies, processes, and practices in order to save energy and 

increase energy eificiency, and improve Egyptian institutional capabilities, 
particularly in the private sector, at promoting and implementing 
energy-saving and productivity-enhancing investments. 

The following major autputs are e cted over the life of th@ Project: 

o Approximately 60 applications of energy-eff icient technologies and 
practices in both the private and public sectors, saving an estimated 
%O030(i9 tons of oil equivalent per year by 1995 or $25 million per 
year at 1 ~ 8 7  international oil prices. 

o Zmproved capabilities in at least three Egyptian organizations to 
promote, identify, engineer, install, operate and maintain such 
technologies. These capabilities will be developed in organizations 
such as the Development Research an8 TechnoPogical Plw~ing Center, 
the Tabbin Institute for kktallurgical Studies, and the Federation of 
Egyptian industries. In addition, training will be provided (in Egypt 
and the U.S.) to approximarely 1258 plant and other personnel, of 
which 300 will receive training directly related to technology 
applications. Finally, the capabilities of at least two Egyptian 
organizations will be upgraded to train personnel beyond the Projectts 
1 ide. 

4. Project Organization and Management: 

The Project is divided into two components: one private sector and one public 
sector, with management, technical assistance, project promotion and 
information dissemination support provided to both, 

o ?he private secror component (which includes Law 43 companies) will be 
managed and implemented by Cairo 1Sniversity9s Development Research and 
Technological Planning Center (DRTPC). The firms will be reponsible 
for monitoring the performance of the technology applications. 

o The public sector coupnent will be implemented through the Ministry 
of Industry. A Steering Cornnittee will provide overall policy 
guidance and approve technology applications. A Project Secretariat, 
comprised of the Tabbin Institute for Mtallurgical Studies (TIE), 
will be responsible for project management and implementation. 

o Management arad technical assistance will be provided to DRVC, T X :  
the Federation of Egyptian Industries (responsible for project 



vron9:j on and information dissemination), and participating companies 
ay a zo~~tractor, eo~titively selected by L E N D .  

5, Project Fundirg: 

USAD will provide $49.5 million from a grant, of which approximately $37 
million will be for purchasing and installing energy conserving and 
pr~ductivi ty-enhancing technologies. A combination of loans and grants will 
a>e provided to public and private companies to finance the foreign currency 
cost of the technologies. The balanc6 of tibe U S I D  grant will be ilsed to pay 
for technical assistance, investment promotion activities and project 
evaluation. Table 1-1 summarizes project costs by activities and funding 
source. 

The project will be incrementally funded in three obligations. Before the 
second and third obligations are made, USAID will review the performance and 
demands of the private md public sector components to determine the amount of 
obligation and the funding share between the two sectors. 

6. Analyses: Summary Findings: 

"Fhe design team conducted more than 150 interviews w i t h  Egyptian private and 
public organizations and international donor agencies. The team used the 
results of these interviews ro evaluate the ability of Egyptian organizations 
in: implementing an effective energy conservation progran ; detem-ining 
technical assistaxe and training needs; identifying specific organizations to 
participate in the Project, and desi iw the m~st efficient and effective 
organization and management framework. 

These interviews revealed that the private sectcr's willirlgness to partxipate 
in the Project depended, to a large extent, on keeping tht! public sector out 
of the organization araO management structure and decision-#making process for 
private sector projects and on ensuring that the entire energy conservation 
investment process be as sirrrple as possible. On the other hand, the 
production investment activities of public industrial enterprises are 
planned aT : managed by various ministries public sector authorities. 

tee Inas reviewed and discuss& the 1Ener:gy Conservation and 
in detail. ?he Project is considered economically, 

ically feasible, socially soud and without 
t . Ihe net present value of *the Project , 

excluding replications, is estimated conservatively at $120 million (using a 
10 percent discount rate). IAe cost estimates are reascmble and the Project 
ets all applicable statutory criteria. 



7. Waivers: 

USAID/DIR is requested t o  waive: 

The procuremem regulations in  Mdbook 11, chapter 3, fo r  host country 
procurement i n  order t o  use procurement regulations i n  b d b o ~ k  15, 
chapter 3, related t o  the Commodity Import Program (CIP), since 
Project 's  financing arrangements have been madded a f t e r  the CIP. is 
waiver will speed the procurement process, thus encouraging participation 
by private sector firms concerned a b u t  potentially long delays i n  
introducing these new technologies. 



Table 1-1 

Illustrative Budget Summary 
(000 

AID Contribution 
FX LC Total 
$ $ $ 

. Technical Serv . 
Technical Assist. 7088.73 
Training 1911.27 

I.Local Mgt 6 Serv. 
Public Sector - 
Private Sector - 
Information - 
Dissemination 

r ~ o n t r  ibution Private Sector Host 
[n-kind In-cash In-kind In-cash country 
LE L,E LE LE Total 

Best Available Copy 



11. PROJECT RATIONALE 

A. The :Problem: 

Despite substant ia l  energy resources, Egypt 
problems that  are  placing severe s t r a i n s  on 

faces a number of serious energy 
the economy and a re  l i ke ly  t o  

constrain future &onmi; development. Some of these problems a re  outside the  
Gove~lnent of Egyptt s (GOE) control ,  while others r e su l t  from inadequate o r  
inef f eceive energy policies and practices.  These in te r re la ted  problems are: 

o Subsidized energy prices are  promoting inefficiency and contributing 
t o  massive budget d e f i c i t s  . Egypt's energy resource abundance has 
allowed the GOE t o  maintain extremely low energy pr ices  through pr ice  
controls  and subsidies. Even with recent pr ice  increases, d m e s t i c  
energy pr ices  average less than one-third of border prices. These 
price controls  and subsidies have encouraged rapid growth i n  energy 
demand and wasteful use of energy, divert ing potent ia l  petroleum 
exports t o  meet domestic demand. In addition, economically 
questionable investments have been made because energy subsidies have 
concealed the t rue  economic cos t s  of major indus t r ia l  investments, 
such as aluminum and f e r t i l i z e r .  Finally, energy subsidies are 
costing the GOE approximately LE 6 b i l l i o n  per year, equal t o  about If 
percent of Gross Domestic Product (QIP) or  more than 80 percent of the 
t o t a l  budget de f i c i t .  

o Energy consumption is unusually high. Per capi ta  energy consumption 
i n  Egypt i s  approximately 588 kg. of o i l  equivalent,  which is 36 
percent higher than the average f o r  countries a t  similar  income 
levels .  In 1986, t o t a l  c m e r c i a l  energy consumption was 
approximately 25.5 million metric tomes  of o i l  equivalent (TOE). 

s High demand growth may resu l t  i n  fu ture  energy shortages. As a r e su l t  
of r i s ing  incomes and low energy pr ices ,  between 19?5 and 1985 
e l e c t r i c  power demand grew 11.8 percent per year and o i l  and natural  
gas use grew by more than 10.0 percent per year. I f  the projections 
of the new Five-Year Plan (1987/88-1991/92) a re  met, indus t r ia l  energy 
demand may increase by more than 10 percent per year. Overall, 
commercial energy demand w i l l  increase an estimated 7.5 percent per 
year through 2000. A t  this r a t e ,  demand w i l l  be approximately 49.0 
mill ion MI by 1995 and 70.3 mill ion MT by 2000, which means tha t  Egypt 
is l i ke ly  t o  become a net  energy importer within 10 years. mere is 
already a shortage of e l e c t r i c  power t o  meet demand, and over the  las t  
two years load shedding during peak periods, by as much as 600 MW, has 
occurred. Shortages in the next few years, primarily i n  the  e l e c t r i c  
power sector ,  wi l l  resu l t  in  poor system r e l i a b i l i t y ,  i n sb i l i ey  t o  
meet peak demands, scheduled wd snscheduled brownouts and blackouts, 
reduced productivity i n  both the manufacturing and service  sectors ,  
and unproductive investment i n  stizxi* on-si te d iese l  generat ion. 



o Meeting future demand will be extremely expensive. Meeting the 
expected growth in energy demand will require tremendous capital 
inveszments. If the GOE plans to rely on domestic energy resources to 
meet demand, a minimum of $15 billion will be required over the next 
10 years. Given Egypt ' s current economic situation, such investments 
will be difficult if not impossible to finance. 

o Oil export revemes are declining. In the past, oil exports have 
accounted for more than 50 percent of Egypt's total export revenues. 
?he fall in world oil prices sharply reduced oil export revenues, from 
$3.33 billion in 1981/82 to only $686 million in 1986. Although 1987 
earnings may recover to $1.5 billion, this is still far below even 
1985 earnings of $2.6 billion. In addition to lower oil prices, 
rapidly growing domestic consumption is diverting potential oil 
exports to the domestic market. 

o Energy losses cost the economy more t h  one billion dollars per 
year. GOE energy policies have focused almost entirely on developing 
new energy supplies rather than improving the efficiency of existing 
supplies and better demand management. As a result, the efficiency of 
power generation and transmission, and energy end use have been 
extremely poor. As mch as 2,500 Mh' of power eneratilng capacity, or f 30 percent. of total installed capacity, is cur ently lost because of 
inefficiency in generation, transmission, distribution, and end use. 
A review of Egyptian industryts specific energy consmptisn levels 
showed these to be on average 60 percent higher tian international 
standards (see Annex D) wbich indicates theoretical potential energy 
savings of 30 to 40 percent. These e losses cost the Egyptian 

more than $1 billion per year ugh lost foreign exchange 
s from potential petroleum ~XPCIhtS and reduced productivity. 

These problems will become much more severe and difficult to remedy with 
time. A detailed discussior? of Egypt's energy situation appears in h e x  B. 

B. Project Rationale: 

Given the nature and sererigy of Egypt's current economic and energy problems, 
high and inmediate priority s k i d  be i v m  to  programs to improve 
productivity and efficiency, h the Energy Cmservation and Efficiency 
Project, USAID will promote leratx the adoption sf energy-ef f 
technologies and practices. This will reduc 
services, thus increasing productivity and c 
rationale is presented below. 

1. Contribution to the GQE's development goals: 

This Project directly supports the CXIki's devel nt goals. By 
increasing industrial productivity and efficiency, the project will 
assist the GOE in achieving its industrial growth targets. The 



1987/88-1991/92 Five-Year Plan expects industry to grow by 10 
percent annually. Because of financial resource scarcity, 
increases in production are to be achieved primarily through 
increased productivity. By reducing energy costs, this Project 
will help the GOE to increase industrial productivity and 
competitiveness. In addition, the GOE1s energy policy objectives 
include providing incentives for energy conservation and working 
with advanced countries to find ways to rationalize energy use (See 
Annex B). Finally, the new ~ive-Ykar Plan calls for the-private 
sector's share of industrial investment to increase to 40 percent. 
This means the private -ectorls share of industrial energy 
consumption will increase as will the need for energy efficiency. 

2. Need to conserve energy through technology applications a d  improved 
management and technical capabilities: 

This Project will promote cost-effective and immediate improvements 
in indus tri a1 productivity by introducing technologies that 
directly ad indirectly increase energy efficiency. The Project 
focuses on technalogy applications because international experience 
and, to a lesser extent Egyptian experience, have shown that 
substantial energy savings can be achieved by investing in 
specialized technologies. It is estimated that savings of 18 to 30 
percent of industrial oil, gas and electricity use are achievable 
(depending upon plant type, size, and age). This means the Project 
could save Egypt in excess of 200,000 TOE per year by 1995, 
estimated conservatively at $25 million per year at 1987 
international oil prices. In general, two-thirds of the potential 
energy savings must be captured through technology investment, and 
the rest through low cost measures (of ten called %ousekeeping" 
measures). 

However, international experience has also shown that introducing 
;.xhnolagies is not enough. Improved management and technical 
capabilities are also required. Many large energy users in Egypt 
are not aware ~f their energy-saving potential and lack the skills 
to identisy a d  implement energy conservation measures. Therefore, 
the Project will also provide management and technical support, 
training, and promotional programs to increase awareness of energy 
conservation benefits, an8 develop lasting capabilities within 
Egypt to identify and iniplemnt both low cost measures and 

gy applications. 

3. Need to promote energy conservation and efficiency to prepare Egyptian 
economy for higher energy prices required under structural adjustment 
program : 

hergy prices in Egypt are heavily subsidized. Nowever, as part of 
the structural adjustment program negotiated with the International 
Monetary Fund, the W E  has agreed to increase local energy prices 
to economic levels by 1992. Given the current differential between 



financial and economic prices and the inefficiency of eraergy use, 
such price increases will impose tremendous hardships on the 
Egyptian economy. An energy conservation and efficiency project is 
needed now so that energy users will be prepar4 to adjust to 
higher energy prices. By demonstrating now the technical and 
economic viability of energy conservation and efficiency 
technologies, and at the same time developing the technical and 
managerial capabilities to implement them, this Project will 
accelerate their widespread adoption when energy prices are no 
longer subsidized, thereby easing the transition to higher energy 
prices. In addition, by increasing the efficiency of energy use 
and decreasing the growth in energy demand, the Project will 
release domestically-produc-4 oil for export, resulting in 
increased foreign exchange ea.lings, or help the GOE to extend the 
life of its oil reserves. 

4. Support for W D ' s  strategy and goals: 

This Project plays a key role in the Mission's energy strategy. 
The current Country kve'yment Strategy Statement (CDSS) for 
Energy calls for a better balance in USAIDts program between 
increasing energy supply and reducing energy demand. The CDSS 
proposes a "least cost" energy strategy for Egypt that emphasizes 
power plant rehabilitation, energy conservation, improved manpower, 
and improved energy planning. This Project is the energy 
conservation component of the Mission's strategy m.4 the only 
project that focuses specifically on energy demand technology 
applications. 

The Project also directly supports USAIDts "four pillars" of 
development by (1) improving the energy efficiency, productivity 
and competitiveness of private f inns ; (2) encouraging the trans£ er 
of energy-efficient technologies; (9) developing institutional 
capabilities for identifying, designing, installing, operating, and 
evaluating energy-ef f isient systems, and (4) promoting a policy 
dialogue on energy pricing by easing the transition to higher 
energy prices. 

C. Issues zmdComments: 

The major issues raised during Project design are briefly summarized below. A 
more detailed description appears in Annex C. 

1. hergy Supply Side vs. Ehergy Demand Approach: 

Until now Egypt has tackled its ever increasing energy consumption by focusing 
on energy supply. Attention is now shifting to energy demand as the GOE and 
donors become increasingly aware of the high cost and long leadtime to develop 
supply options and realize the enormous potential for energy conservation. 
USAID, in particular, has changed the focus of its energy strategy to include 
the demand side. 



In the industrial  sector alone about 2 million Tons of O i l  Equivalent (TOE) 
cculd be saved annually to  meet other energy needs. These savings could be 
achieved mch f a s t e r  than any other s q p l y  alternative and a t  a fraction of 
the cost (generalkg 30 t o  50 percent). 

Technology Application vs. Research and Development: 

The average Eevtia.n industrial  plant consumes 30 t o  40 percent more than 
similar plants operating a t  international standards. The ways t o  capture most 
of these savings are well known. They consist of technologies and practices 
which have been well proven in other countries. 

The need a t  this time is not to  conduct research but t o  bring existing 
industrial  processes up t o  the l a t e s t  international standards. 

3. Ehernv Conservation in  Industrv vs. Other Sectors: 

Industry is the largest  sectoral  energy consumer, accounting f o r  approximately 
45 percent of to ta l  commercial energy consumption. Industry consumes eleven 
million TOE out of a national t o t a l  of 25 million TOE. Industrial plant 
v i s i t s  and discussions with Egyptian and international donor agencies indicate 
that  there is a great potential for  energy efficiency improvements i n  the 
industry sector especially in  the metallurgical, chemical and cement 
subsectors. 

There are currently no cmprehens ive indus tri a1 energy consemat ion programs 
in  Egypt. This Project f i l l s  arn important gap i n  Egypt's energy and 
industri a1 development effor ts .  

4. Private vs. Public Sector Focus: 
- 
A ~ E  objective of the Project is t o  achieve the greatest possible current and 
future energy savi'ngs and a t  t?? same time t o  remain consistent with USAIDts 
private sector strategy. Ihe public sector currently accounts f o r  
approximately 80 percent of industrial  energy consumption and has the largest  
imnediate energy savings potential. Qn the other hand, although the private 
sector currently consunes only 20 percent of industrial  energy, i t s  share is  
projected to  increase t o  between 30 and 40 percent by 1995. 

In l ight  of these trends, the Project w i l l  address both the public and private 
industrial  sectors. To maxiuiize private sector participation, the Project 
w i l l  be open t o  a l l  private sector companies (e.g., industry, hotels) .  The 
i n i t i a l  funding s p l i t  between the public and private sectors w i l l  be 50/50 
(see Fxhibit 11-1). Before each new funding obligation, USAID w i l l  review the 
performance and needs of the public and private sector components t o  determine 
i f  adjustments should be made in  the fundirag shares. 



1 Exhibit 11-1 

Options for Initial Fublic/Private Funding SplSt 

PROS CONS 

1. 80% Public/ZO% Private - Public sector has largest 
energy saving potential 

- Funds kill be quickly 
disbursed because several 
large projects have 
been identified - Public sector is very 
open to allowing out- 
siders into plants, 
including private sector. 

2. 50% Public/SO% Private - Appears neutral 
3. 20% Public/80% Private - Consistent with USAID 

private sect~r strategy 

- Will improve substantially 
the competitiveness of 
private sector - Rate of success of 
individual ap~lications 
likely to be higher 

- Contradicts USAID emphasis 
on private sector 

- Public sector has less 
incentive to emure success 
of technology application 

- Looks artificial 
- Money wi f 1 not be disbursed - Will not tap largest energy 
savi-rqp potential - Higher management burden 
because many small projects 

Recmendat ions : 

1. Initial publidprivate split of 50% (for a period of 18 months) 
2. Review performance of public and private components before second funding obligation 
3. Adjust project split in second funding obligation 
4. Review performance of public and private components before third funding obligation 
5. Adjust project split in t h i r d  f u n d i n g  obligation 



5. Need for Financial Incentives to Participate in Project: 

The need for financial incentives, especially for demonstration projects, is 
confirmed by experience of many other countries, including the United States, 
France, the United Kingdom, Germany, and Japan, where grants of 50 to 100 
percent of energy conservation investments have been common. In this Project , 
financial incentives are needed to at least compensate the user for the 
additional costs incurred for participating in the Project. These additional 
costs include: proposal preparation (including conducting audits); purchasing 
metering equipment ; monitoring the perf omance sf technology applications ; 
purchasing equipment from the U.S. versus other countries (-higher f .o.b. cost 
of U. S. equipment, higher shipping costs from the U. S. versus Europe) ; and 
non-technical risks (such as changes in energy prices). Financial incentives 
may also be needed to ensure that the Project starts impkmenting technology 
applications immediately. 

Financial incentives will be in the form of grants, ranging from 15 to 40 
percent of the foreign exchange cost of small technology applications (less 
than $100,000 in foreign exchange) and 25 to 50 percent sf the foreign 
exchange cost of medium and large technology applications. These percentages 
correspond to 10-30 percent of total projec: costs, i.e, foreign plus local 
costs. In addition, the company will repay any foreign exchange loans with 
local currency at an exchange that is fixed at the time the loan is approved, 
thus eliminati-rig any foreign exchange risk to the user. The need for 
incentives, especially to encarage private sector participation, will be 
reviewed regularly by USAID and adjusted as necessary. See Section \TI, 
IMPLDB4TATION PLAN, for more details on the Project's financing arrangements. 



DESCRIPTION 

A. kal and Purpose: 

The goal of this Project is to improve the productivity and competitiveness of 
the Egyptian economy by improving the energy efficiency of its industrial 
processes and practices. 

The Project ' s purposes are promoting and accelerating the adopt ion of iqxoved 
commercial technologies, processes, and practices in order to save energy and 
increase energy efficiency; a d  improving Egyptian institutional capabilities 
at promoting and implementing energy-saving and productivity-enlancing 
investments. 

B, Project Strategy: 

This Project is the outcome of extensive preparation and analysis. A design 
team conducted over 150 interviews with more than 85 Egyptian private and 
public organizations and international donor agencies, public and private 
industrial enterprises (including 44 plant visits), energy equipment and 
services suppliers, banks, trade associations, government institutions, 
research institutes and universities, USAID personnel, the United Nations 
Development Program, and the World Bank, In addition, many studies, reports, 
and articles were reviewed and consulted. 

Seven important strategic considerations guided the Project Is design: 

Focusing on areas which have potential for large energy savi.ngs and 
efficiency improvement. Since the Project's major objective is 
improving productivity by increasing energy efficiency , the 
technologies selected should resu? t in large energy savings. This 
refers both to the relative energy savings in a specific plant for a 
particular operation as well as the overall effect on the country. 
l'heref ore, the Project ' s initial targets are the cement, chemicals and 
metallurgical sectors, which together account for 93 percent of 
industrial energy consumption and the private colrrnercial sector. 

Considering only applications and companies which are economicalPy 
viable. To foster economic efficiency the Project concentrates on 
technologies which have a positive economic value to the country, i,e. 
those with an economic return of at least 15 percent, In addition, 
public companies that are not economically viable, such as Nag 
h a b y ,  will not be eligible to participate in the Project. 

Focusing on technologies that can be widely replicated, 'Ihe Project 
is a technology demonstration and investment promotion effort. 
Therefore, one of the criteria for selecting target technologies and 
sectors is the extent to which these applications can be replicated in 
Egypt. The Project will consider only those applications that can be 
replicated in private aYrd public sector facilities. 



Promoting only proven teshnologies. To maximize near-tern energy 
savings, the Project concentrates on technologies that have been 
proven in other countries, particularly the United States, but have 
not yet k e n  used widely in Egypt. 

Recognizing the differences between the private and public sectors. 
The Project's implementation strategy must recognize the divergent 
structures, decision-making processes, and concerns of the private and 
public sectors. To this end, the Project has been divided into two 
separate components: one for the private sector and one for the public 
sector. 

Maximizing incentives for private sector participation. The Project 
has been designed to be attractive to the private sector, First, 
because energy prices paid by private companies have been increasing, 
they have a strong incentive to reduce energy costs. Second, to 
maximize private sector participation, the Project will be open to all 
industrial and commercial enterprises in the private sector. Ihird, 
the private sector technology application process has been streamlined 
to eliminate any delays and ensure rapid implementation. No 
government entities will be involved in the managing and implementing 
of the private sector component. Fourth, grants will be provided to 
help finance part of the foreign exchaxe portion of technology 
applications and any foreign exchange loans will be repaid in pounds 
at a fixed exchange rate. Fifth, technical assistance and training 
will be provided to further increase the energy efficiency, and hence 
the productivity and conrpetit iveness , of private companies. 

Focusing on firms whose total use of energy could be reduced while 
sustaining, or even increasing production, and/or on firms whose use 
of energy could remain constant while their production expanded. 
Finns using a technology which increases both in output and energy use 
cannot be considered. 

C. End of Project Status: 

The Project Assistance Completion Date (PACD) is September 30, 1996, assuming 
a start-up date of May 1, 1988. At the end of the Project, its outputs will 
include both technology applications and improved institutional capacity to 
deliver these technologies to other Egyptian energy users. 

o Approximately 60 demonstration applications of energy conserving 
technologies and practices in. private and public industrial and 
cmercial facilities. 

o Awareness of the technical and cost perfomanse of these applications 
to promote their replicability in other facilities. 



o Improved capacity in at least 3 Egyptian organizations and local 
architecture/engineering fims to promote, identify, engineer, 
install, operate, and maintain energy conservim technologies. The 
Development Researd. and Technological Planning Center (DIRTPC) and the 
Tabbin Institute for Metallurgical Studies ( T I E )  will have an 
improved capability to train personnel in the technical and managerial 
skills needed to identify and implement these technologies and 
practices. In addition, the Federation of Egyptian Industriesf (FEI) 
ability to disseminate energy conservation informat ion to its members 
and to make recarnuendations to the GOE for policy refoms to improve 
industrial productivity will be improved. At least 1250 personnel 
will receive energy consewation training, of which 3C0 will be 
trained in all aspects of energy technology applications including 
project identification arid evaluation, design, procurement, 
installation, operation and monitoring. 

D. Project Activities: 

The Project will carry out two types of activities: (1) energy technology 
applications, and (2) promoting investments in these technologies. 

1. Energy Technology Applications: 

These efforts will be directed at selecting, designing, installing, operating, 
and monitoring energy efficient technologies that are economically, 
financially and technically viable, and replicable in other facilities. ?his 
involves the following three major subactivities: 

a. Identifying Technologies and Sites : An important activity will be 
identifying and selecting those technologies and practices that will 
result in significant be& its to Egypt ,-and will- have the highest 
pay-off for the resources spent. Ten technologies emerged as targets 
for the initial phase of the Project (see Annex D for details on these 
technologies and the rationale for their selection). They include: 

Micro-computer and micro-processor based process controls 
Electronic energy management systems 
Automatic combustion controls 
Waste heat recovery systems 
Cogeneration systems (topping and bottoming, including organic 
W i n e  cycles) 
Advanced insulation materials for large-scale applications 
High efficiency electric motors 
Solid fuel-fired combustors (such as fluidized bed boilers) 
Power factor imgrovement systems (including automatic 
factor correction systems and large synchronous motors Y- , and 
High efficiency lighting systems for large-scale industrial 
applications. 



Additional technologies m y  be added during the Project if they meet 
the crtieria of economic, financial, and technical viability and 
replicability, Additional technologies will be recommended by the 
management and technical ass is tance (kVTA) contractor and approved by 
ItSEJD. 

To ensure that activity sites have the greatest potential for serving 
project purposes, they should haw the following characteristics : 

- The omer/operators are wiliing to allow others to visit the 
site and to share information on actual costs and perfomnce - The owner/opesators are committed to ensuring the technologies 
work properly - The site is similar to others that may use this technology in 
important characteristics such as type of process equipment 
(i . e. , rep1 ications can occur), and 

- The site is convenient to visit 

During the early Project years, technical assistance will have to be 
provided to the firms (at no cost to them) to identify and evaluate 
opportunities for technology applications. This assistance will be 
provided by DRTFC (private firms) and T D S  (public firms), with 
support from a long-term management and technical assistance 
contractor (M/TA) . 

b. Applying Technologies: Most of the Project activities (and thus 
ex~enditures) will be associated with technology application. These 
activities include evaluating (including energy aditing), designing, 
adapting, financing, installing, operating, and maintaining a specific 
application at a given site. Technical assistance will be provided by 
the Project throughout this process (see Project Elements: Inputs for 
funding sources). The technology application process for both the 
private and public sectors is smmrized below. Four institutions 
play key roles in this process: tle Development Research and 
Technological Planning Center (DRTPC) in the private sector, the 
Tabbin Institute for Netallurgical Studies ( T M )  in the public 
sector, and the Federation of Egyptian Industries (FEI) and commercial 
banks in both sectors. 

Technology Application Process - Private Sector Component: As the 
result of a promotional campaign conducted by DRTPG and FEI, a private 
sector firm submits a technology application request to a 
participating private commercial bank. 'Ihe bGmk f o m r d s  the request 
to WTPC. DRTF'C, with M/TA contractor assistance as needed, reviews 
the request and assists the firm in preparing a detailed proposal. 
This proposal includes a description of the technology application, 
preliminary cost estimates, expected savings, and generd business 
infomation on the company. DRTPC, again with WTA contractor 
assistance as needed, evaluates the technical and economic feasibility 



of the proposal, detenines its rep1 icabil ity potential , errsures that 
the proposal is not repetitive of other applications that have already 
been implemented, and d ,tennines the size of the grant portion that 
will be offered to the company in accordance with guidelines 
established by USAID (see Sect ion VI , Implementation Plan), Depending 
on the size of the investment and the complexity of the technology, 
DRTPC might ask the company to prepare a more detailed feasibility 
analysis . 
For technology applications of more than $1 million, or where the 
recommended grant is more than 40 percent of the total funds to be 
provided by USAID, DRTPC must receive W I D  approval of the technology 
application. If the proposal is approved by LRTPC (and USAID when 
required), it is returned to the bank, along with instructions for the 
technology application's grant element. The bank evaluates the 
financial viability of the proposed technology application and 
conducts any other necessary analyses of the cmpany. If the proposal 
is financially acceptable to the b a k ,  it prepares a financing package 
which includes loan agreements (grant and loan shares of foreign 
currency component, equity and debt shares of local currency 
component ) , collateral, and other docmentary requirements. The bank 
finances the local currency component of the loan through its existing 
sources if the company does not have sufficient equity, 

After financing has been arranged, the bank opens an L/C (or several 
L/Cs if more than one U.S. supplier is involved) for the commodities 
and equipment with its corresponding bank in t h e  United States, The 
bank acts as guarantor on the foreign exchange loans and is 
responsible for administering the loan to ensure compliance with the 
loan agreement. 

The company executes contracts with all suppliers on the basis of good 
commercial procurement practices. Equipment and commodities arrive and 
are installed by the company, with technical assistance d training 
from DRTPC and the M / E l  contractor if necessary. Ihe technology 
application begins. 

Technology Application Process - Public Sector Gxponent: As the 
result of a promotional campaign ccnducted by FEI, a public industrial 
enterprise, either alone or with assistance frw TIMS, identifies a 
potential technology application and prepares a detailed proposal. 
TIMS evaluates the technical and economic feasibility of the proposal, 
determines its replicability potential, and ensures that it is not 
repetitive of other applications that have already been implemented. 
All of TIMS' tasks are carried out with assistance from the M/TA 
contractor. Depending on the size of the investm3nt and the 
complexity of the te&ology, TIMS sight ask the company to prepare a 
more detailed feasbility analysis, If T I l 6  and the M/TA contractor 
accept the proposal, it is submitted to the the public sector 
component's Steering Camittee for approval, along with a recommended 



grant element determined in accordance w i t h  guidelines eszablisehd by 
USAID. For technology applications of more than $1 million or where 
the recommended grant is more t.har~ 40 percent of' the total funds to be 
provided by USAID for the teh~logy applistion, the Sveering 
Conrmittec must receive final approval from W I D .  

If the proposal is & P ~ T Q Y ~  'by the Steering Camnittee [(and USAID when 
required), the pr~psal is submitted ro a public bank (National 
Investment Bank or public W). The bank evaluates the 
f imci a1 viability of the proposed technolog? lication and 
conducts an). other necessary analyses of the! c . If the proposal 
is financially acceptable to the bank, its prepares the financing 
package, Local cur y is provided from the companyf s own budget or 
is arranged by the . After financing has been arranged, the bank 
opens the L/C(s) w i t h  its corresponding bank in the United States. 
The bank is also sespontiible for  guaranteeing and administering the 
loan. 

The cmpany executes contracts wieh all suppliers on the basis of 
procurement practices agreed n by USAPD ,and the WE. Equipment and 
cmodities arrive and sre adapted and install& by the company, with 
technical assistance and trainira from T M  and t h ~  WTA contractor if 
necessary. The technology application begins. 

c. Monitoring Technology Performance: An important tool in technology 
promotion is reliable information on each technology application. To 
this end, the firms participating in the program will monitor (wieh 
DRVC, TIMS, and M/TA contractor assistance) the technical and 
economic performance of each application. This information will be 
used by B T P C  and TINS to prepare detailed case studies of each 
application which will then be disseminated widely by FEI. Additional 
costs to the firm (such as instrumentation costs) will be covered by 
the grant. 

2. Technoiogy Investment Promotion: 

The balance of the Project's efforts will be aimed at promoting investments 
(i.e., replication) by other enterprises in the technologies that have been 
successfully applied. This includes the fallowing subactivities: 

a. Developing Institutional Capabilities: A key Project purpose is 
developing capabilities in Egyptian institutions to identify, 
evaluate, finance, procure, install, operate, mitor, and maintain 
advanced energy conservation technologies so that emrgy conservation 
activities will continue after the Project ends. Yo achieve this, the 
implementing agencies (IRTFC, TIMS and FEI) will receive tnaining in 
these areas, as needed. The same training will be provided to others 
participating in the project, for example private and public companies 
and conanercial banks (see Section VI and Annex I). Particular 
emphasis will be placed on helping DRTPC and TPiS to become the 



A. Technical Analysis : 

The techrnical analysis identified three initial industrial target sectors and 
ten technologies for the Project. The target sectors are: cement, chemicals, 
anir metallurgy. These three sectors account for approximately two-thirds of 
total Egyptian Ir l ik tr ia i  energy carisi.qtizz. They are also major targets for 
private sector investments in the new Five-Year Plan (19878/88-1991/92). 

The technologies were selected using five criteria: energy savings, economic 
merit, replicability, proven technology not used in EPgypt, and can be provided 
by U.S. suppliers. lhe selection was a result of 44 plant visits, reviews of 
existing studies, and inrerviews with energy experts in Egypt. The technology 
list in Exhibit V - l  is not all-inclusive and other technologies meeting 
selection criteria may be added as the Project progresses. 

Because the technology applications will generally be new to Egypt, 
consideration must be given to ensure proper technology operation for several 
years. To meet this requirement, pre-defined maintenance programs are 
included into the te&nologiesl first costs. 

Based on the findings af the tedmical analysis, the initial 10 technologies 
were found to be feasible ia die selected sectors, primarily because the 
processes have proven themselves in other countries. The detailed technical 
analysis appears in Annex D. 

B. Cost -Effectiveness A.thysi s: 

Because the final design of a number of technology applications will be 
decided as the Project is ine;jlementea, costs and benefits cannot be determined 
precisely at present. however, if the technology applications are assumed to 
fall mostly within the ten selected technologies, general conclusions can be 
drawn about overall Project cost-effectiveness. 

Two types of analyses arc undertaken to evaluate the attractiveness of each 
technology application; economic and financial. The economic analysis 
evaluates an investment from the point of view of the country as a whole, 
while the financial analysis evaluates an investment from the point of view of 
the individual investor. 

The costs and benefits of the ten selected technologies were evaluated on the 
basis of their simple payback (i.e., the total capital investment required 
divided by the net benefits). Simple payback was chosen because: it is the 
most common economic evaluation criterion used by Egyptian managers to 
evaluate investments; it is simple to compute; and it gives as good an 
indication of relative value as more sophisticated approaches. 



initial energy conservation and technical services organizations for 
the private and public sectors, respectively. In addition, to assist 
in identifying potential energy conservation opportunities, a 
comprehensive data base of industrial plant characteristics such as 
products, processes, size, and energy use will be developed by DRTPC. 

b. 'Increasing Awareness of Energy Efficient Tez"n,nologies: FEE, DRTPC, 
and TIMS (with assistance Prom the M/TA contractor) will increase 
technology awaremss by disseminating reliable cost and energy saving 
infomat ion through workshops, seminars and trade met ings , 
publicat ions in professional and trade journals, and special studies, 
In addition, visits will be sponsored to plants wing technologies of 
intersst to the Project. These efforts will be targeted to potential 
users, engineering firms, eqipment vendors, and policy makers. 

c. Reducing Policy and Regulatory Barriers to Investment: As part of 
their assessments of individual technology applications, DRTPC, TINS, 
and the WTA contractor will analyze speEif i c  GOE policies and 
regulations, such as energy pricing, import duties or taxes, that 
affect project implementation and technology adopt ion. Where these 
constrain introducing cost-effective technologies, they will suggest 
modifications to ddress these barriers. 

E. Project Elements: 

1. Inputs: 

USAID, the GOE, and the Egyptian private sector will provide both funds and 
in-kind support to undertake these activities (see Annex K for details). 

a. USAID: USAID support will consist of a grant of $49.5 million to the 
GOE- will be used to provide the follwing inputs: 

Energy conservation and productivity-enhancing equipment and 
monitoring instmentation for a total of $37 million. 

Mamgement and Technical support services for a tAal of $7.09 
million. Specialized expertise will be provided by the Project in 
the areas of engineering, finance, economic analysis, and policy 
analysis. Assistance will be provided by US and Egyptian experts 
hired directly by the Project. 

Training for a total of $1.91 million. 'Ihis includes both 
in-country and US based training of approximately 1250 participants. 

Management support services provided by the Project Secretariat, 
the University of Cairo, and the Federation of Egyptian Industries 
for $2.6 million during the first five years of project 
implementat ion. 



o Project evaluation and audit estimated at $0.90 million. 

b. Host Count : Host country contributions to the Project will cane 
from &and the private sector. 

o The GOE contribution will be cash and in-kind and is estimated at 
L.E. 12.5 million ($5.68 million) and L.E. 25.2 million ($11.45 
million), respectively. We GOE contribution will cover the 
following : 

- Local arrency loans to participating public sector companies 
for equipment and related services. Public sector companies 
will provide demonstration sites. - Steering Committee and Project Secretariat operations, and 
information dissemination activities of FEI for the last three 
years of project implementation. - Salaries of participants in training programs, seminars, and 
workshops. 

o Private Sector: The Egyptian private sector will contribute sites 
where energy conserving technol3gies can be instal led and 
monitored. These sites will be open to visits for other firms 
interested in the technology. In addition, the private sector id11 
make major contributions, both cash and in-kind, to the Project. 
These contributions are estimated at L.E. 16.2 million ($7.36 
million) and L.E. 16.1 millioa! ($7.54 million), and cover the 
following : 

- Installing equipment and related services for the technology 
demonstrations. - Salaries of participants in infomation dissemination and other 
promotion activities in training programs, and in seminars and 
workshops. 

2. Project Organization: 

The Project is divided into two components, one for the private sector and one 
for the public sector, with management and technical assistance (W I'A 
contractor) and infowat ion dissemination services (Federation of Egyptian 
Industries) provided to both. 

a. Private Sector Component: The organizational structure of the private 
sector cammnent is presented in Figure 111-1. Cairo University's 
kvelopmeni ~esearch- and ~echnological Planning Center (DRTPC) will 
implement the private sector component and is the Egyptian counterpart 
agency. DRTPC will have both project management and technical 
services responsibilities. Private ccmmereial banks will arrange and 
administer the financing for private sector technology applications. 
FEI will promote the Project and disseminate infomtion on its 



results, with assistance from DRTPC. Support will be provided by the 
M/TA contractor as needed. No public sector entity will be involved 
in managing or implementing technology applications in the private 
sector. 

b. Fbblic Sector Component: The organizational structure of the public 
sector component is presented in Figure 111-2. 'his component will be 
implemented by the Ministry of Industry, as represented by the Tabbin 
Institute for Metallurgical Studies (TIMS). TIMS is the Egyptian 
counterpart agency for the public sector component. The 
organizational structure consists of a Steering Committee, which will 
provide policy guidance and approve technology applications, and a 
Project Secretariat (comprised of TIM3 staff), which will have both 
project management and technical services responsibilities. TIM will 
be supported in all of its activities by the M/TA contractor. Public 
sector banks will arrange and administer the financing for public 
sector technology applications. EI will promote the public sector 
component, with assistance from the EVTA contractor as necessary. 

The responsibilities of all participating organizations are summarized in 
Section VH and presented in detail in Annex H. 
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IV. RELATIONSHIP WITH OTZ-Bt PROGRAMS 

This Project will be closely coordinated with and complement related programs 
sponsored by USAID, the GOE, and other donors. 

As noted in Section 11-B-3, this Project is a key component of USAIDts CDSS 
for energy and supports the Agency's Your pillars" of development. In 
addition, the Project will relate to other WID industrial, energy planning, 
research, and private sector programs. The Project will use the results of 
industrial projects and surveys conducted under the Industrial Technology 
Applications Programt s (ITAP) , audits and energy conservation studies prepared 
by the Organization for Energy Planning (OW) and studies on energy use 
conducted under the Cairo University/PIIT (CUMIT) project to identify 
potential technology applications and sites and training and technical 
assistance needs. In addit ion, CU Is Development Research and Technological 
Planning Center (DRTPC) will implement the Project's private sector 
component. To the extent possible, this Prsject will also rely upon the 
Private Investment Encouragement Fund (PIG), Comndity Import Program (CIP) 
and the Small Scale Enterprise Credit Guarantee Pr~gram to fund replications 
of technology applications that have been successfully demonstrated by the 
Project. The Internatioml Executive Services Corps (IESC) and the U.S. 
Investment Promotion Off ice (USIPO) will complement this Project 's ef f srts by 
publicizing its activities, providing contacts with private sector companies, 
and helping develop business ventures to provide energy conservation 
technologies and related services to Egyptian industrial enterprises. 

B. Government of Egypt: 

This Project directly supports the GOEfs industrial development strategy in 
the Second Five-Year Plan (1987/88 - 1991/92). By applying new technologies 
and reducing energy costs, this Project will increase industrial productivity 
and competitiveness and assist the GOE in achieving its industrial and 
economic development goals. 

C. Other Donors : 

The United Nations Development Program (LJKDP) and MOI are currently funding a 
small Energy Conservation in Industry Project [ECIP), which is being 
implemented by the Tabbin Institute for Metallurgical Studies. The project's 
limited funding (approximately LE 1,665,000 f ran MOI and $800,000 frm UNDP) 
precludes the installation of any major energy-coxserving equipment and limits 
the number of industries that can participate. TRis Project will complement 
t he  UNDP-MOI project by using the UNDF"s findings to help identify technology 
applications znd building on the management and technical skills already 
developed at TIMs . 





Technologies with the shortest payback periods are most attractive. Key 
assumptions were developed based on existing prices in Egypt, and the 
financial and economic parameters used by USAID and other donor agencies (see 
Annex E). 

The results of the economic analysis indicate that all selected technologies 
or applications have economic paybacks of 0.1 to 6 years with an average of 
less than 2 years. The payback on the foreign exchange component of each 
project is even shorter. Therefore, all of these technologies are 
economically justified as demonstration targets. 

Depending on the plant ownership (i .e., what price is paid for fuel and 
electricity) , the financial paybacks show large variations. For example, in 
public sctor plants, the application of cogeneration and waste heat recovery 
technologies have paybacks ranging from 9 to 67 years, whereas Law 43 
companies have financial paybacks which are closer to the economic paybacks. 

The total invest~nt on commodities for the Project's technology applications 
is $37 million in foreign exchange (and LE 16.8 million in local currency 
provided by participating firms). Corresponding annual economic benefits are 
estimated at $24 million. Using a 10 percent discount rate, the net present 
value of the Project is $120 million and its economic benefit/cost ratio is 
3.5 years; asking the Project extremely attractive compared to other supply 
optiors in the energy sector (i .e. , supply-oriented projects). 

Under analysis, a l l  10 technologies were found to be economically feasible. 
Their average payback of two years corresyonds to an economic rate of return 
approaching ta 50 percent, w h i c h  is significantly higher than the 15 percent 
required for a project to ?x cmsidered economically viable. 

=e detailed cost-effectiveness analysis appears in Panex E. 

C. - Social Soundness Analysis: 

The purpose of this Project is to promote and accelerate the adoption of 
improved technologies, processes, and practices in order to save energy and 
i~~rease productivity. gt demonstrating fiow the technical and economic 

these techrroHa ies, the Project accelerate their widespread 
n energy prices are no longer subsidized. Furthemore, by 

decreasiilg the energy content of goocfs and services, this Project will ease 
&e transition t o  3igkRr energy prices. 

n e  most direct bzneficiaries of this Project will be the companies in which 
technologies are installed, 'Bhc Project will help thein reduce energy costs, 
improve their productivity, international cmpetiti.lseness, profitability, and 
strengthen their t e  managerial skills, The Project's benefits 
extend beyond the d iciarles to the rest of the industrial and 
commercial sectors, other energy-consming sectors, the banking sector, and 
ultimately the economic welfare of all Egyptians. 



The Project is socioculturally feasible to the extent that it saves energy in 
the short-tern and mduces the hardships of energy price increases in the 
long-term. She full social soundness analysis appears in Annex F. 

D. Environmental Analysis : 

Installing and operating energy conservation equipment will have no currently 
identifiable adverse effects on the Egyptian environment. The equipment to be 
dmonstrated w i  11 reduce the amount of energy needed to produce a given amount 
of product. This increased efficiency will mean more complkte fuel combustion 
or electric power use, resu:!ting in a reduction in fossil fuel use and lower 
air, water, particulate, soiids, ard sludge generation. 

The proposed project is entitled to a categorical exclusion under the terns of 
22 CFR Part 216 AID Environmental Procedures, Section 216.2 (c)(2)(ii) as the 
proposed activities are essentially a "field evaluation...confined to small 
areas a d  carefully monitored"; thus, neither an Environmental Assessment nor 
an Environmental Impact Statement are proposed. 

E. Administrative Analysis: 

The design team conducted more than 150 interviews with Egyptian private and 
pub1 ic organi tat ions and international donor agencies. The team used the 
results of these interviews to evaluate the ability sf Egyptian organizations 
in: implementing an effective energy conservation program; determining 
technical assistance and training needs ; identifying specific organizations to 
participate in the Project, and designing the most efficient and effective 
organization and management framework. 

These interviews revealed that the private sector's willingness to participate 
in the Project depended, to a large extent, on keeping the public sector out 
of the organization and management structure and decision-making process for 
private sector projects and on ensuring that the entire energy conservation 
investment process be as simple as possible. On the other hand, the 
production and investment activities of public industrial enterprises are 
planned and managed by various ministries and public sector authorities. 

In light of the divergent structures, decision-making processes, and concerns 
of the private and public sectors, the design team concluded tht the simplest 
and most effective way to organize and manage the Project would be to divide 
it into two separate coupsnents -- one private sector and one public sector -- 
with general management and technical assistance (M/TA) provided to both. 

The private sector component will be implemented by Cairo University's 
Development Research and Technological Planning Center (DRTPC), with financing 
of technology applications arranged by private commercial banks, and promotion 
services provided by the Federation of Egyptian Industries (El). The pub3.i~ 
sector component will be implemented by the Ministry of Industry, represented 
by the Tabbin Institute r'or Metallurgical Studies (TIMS), with f inanc-ing of 



technology applications arranged by public banks, and promotion services 
provided by FEI. The Project will be publicized and its results disseminated 
by the FEI, and M/TA will be provided by a competitively-selected contractor. 

The Project as designed is administratively feasible. AP assessment of the 
Project's participating organizations, needs and capabilities appears in h e x  
G, and their roles and responsibilities are described fully in h e x  H. - 
F. Financial Analysis : 

USAID uill provide a grant of $49.5 million to the Egyptian government for 
purchasing equipment, maintenance, admini strati ve support, and technical 
assistance. Purchases of equipment and maintenance will comprise $37 million 
sf this grant -- of which the first obligation ($15 million) will be split 
equally betweeri the private and public sectors. These funds uill be used to 
pay the foreign exchange requirements of the demonstrated technologies, with 
local currency requirements being met through a participating f inn' s normal 
banking or other financing channels. Of the USAID equipment funds, on 
average, not snore than 40 percent are expected to be grants to firms, to 
reimburse them for additional equipment and effort required to monitor the 
projects. The rest is expected to be a loan at normal commercial rates. This 
loan portion will Ix converted to Egyptian pounds at the official rate at the 
time the agreements are signed, and will be paid back in pods. Loan 
repayments (or "ref lows") will total approximately L.E. 40.2 million during 
the Project period, and L.E. 85.5 million after the project period. 

Dollar costs were escalated at 5% annually and m t i a n  pound costs 'derived 
from the GOE were escalated at 25% annually. 

Recurrentcosts in this project are as follows: 

- Local costs associated with local transportation, installing, 
maintaining and monitoring the comnodities purchased. These were 
estimated for the public and private sectors at L.E. 4.75 million 
each. These costs will be pan of the GOE and private sector cash 
contribution to t??e project. 

- Operating costs for the Project Secretariat, the Steering h i t t e e  
and the Federation of Egyptian Industries were estimated at L.E. 7.0 
million for years 6 to 8 of this project. This also will be a GOE 
contribution. In case the MOI would like to continue the cursent 
project organization after the project ends, funds from loan 
repayments, estimated at L.E. 85.5 million can be used to continue 
this pmject and met the costs of introducing additional ener 
efficient technologies to other public sector industries. 

The Project is financially feasible and a detailed financial znalysis appears 
in Annex K. 



A. Implementation Strategy: 

The Project will be implemented over eight years and the Project Assistance 
Completion Bate (PACD) is scheduled for Septmbet 30, 1996. Ihe organizations 
playing key roles in Project implementation and management (MOI, TIMS, DRTPC, 
FEI, representative banks) participated directly in the Project's design and 
agree to its effectiveness. 

B. Administrative Arrangements : 

9. Implement ing Agreement : 

The Minister of International Cooperation (MIC) will be the signatory to the 
Pro j ece Grant Agreement (Pro ) and to all subsequent Pro Ag amendments. 

2. Implementing Agencies : 

The impleinenting agency for the private sector component of the Project will 
be Cairo University ' s Development Research and Technological Planning Center 
(DRTPC). The Director sf C will appoint a full-time Grecutive Director to 
meet its responsibilities under the Project. The M i n i s t s t  of Industry (MOI), 
through the Tabbin Institute for Metallurgical Studies (TIMS), will be the 
implementing agency for the Project's public sector component. The Minister 
of Industry will issue 2 decree establishing an Energy Conservatxon and 
Efficiency Project Steering Committee and a Project Secretariat tmder the 
umbrella of the MOI. The Minister of Industry will also appoint a full-time 
Executive Director for the Project Secretariat who will ensure that the 
Secretariat meets its project responsibilities. 

3. Financing Arrangements: 

The DKE"I'P, Project Secretariat (TIMS), and =I will prepare annual plans which 
will include a review of the previous year's activities, a specific work plan, 
a d  an operating budget far the new year. These plans are to be :submitted to 
USAID no later than July 1st of each year. 

Annual Pundim levels for these organizations will depend on progress, 
performance, and projected annul req~irements as determined by USAID in its 
monitoring and evaluation role. To help make this determination, USAID will 
annually audit selected technology applications in both the private and public 
sectors. 

The initial funding split between the public and private sectors will be 50150 
(see Section 11, Project Rationale). The project will be incrementally f d e d  
in three obligations. Before the second and third obligations are made, USAID 
will review the performance ard demands of the private and public sector 
components to determine the amount of obligation and the funding share between 
the t m  sectors. 



a. Technology Applicztions: 

o Foreign exchangg. USAID w i l l  fund the foreign exchange component 
of each techmlm av~l ica t ion .  Grants w i l l  be available t o  
participating co&an~es f o r  a share of the foreign exchange cost of 
the commodities. The grant component is estimated t o  be 15 t o  40 
percent of tks foreign exchange cost f o r  smll technology 
applications (those under $100,000) axxi 25 t o  50 percent of the 
foreign exdunge cost f o r  large technology applications (those 
exceeding $1 00,000). 

In order to  determine where, within the above specified l i m i t s ,  a 
grant w i l l  be made f o r  an individual technological application, the 
Lollowing guidelines are suggested: 

1. The actual cost t~ the %inn of instal l ing the proposed 
t ~ d o g y ,  but excluding the CIF cost  of the equipment. This 
includes the costs of proposal preparation, purchase of 
measuring equipment, ins ta l la t ion  costs, and the value of 
foregone production from existing capacity during the 
ins ta l la t ion  period due t o  the need t o  interrupt the production 
process. 

2. The grant element may also cover the dif ferent ia l  f reight  cost 
incurred in  u s i a  a U.S. f lag carrier. The project wmld pay 
the f u l l  CIF or C&F of the commodities cost. The user would pay 
the L.E. equivalent of the C or CI arxl a percentage of ?Ah@ 
actual cost U.S. l ine r  shipping. The percentage discount would 
be determined to equate the cost of U.S. f lag  t o  non-U.S. f lag  
carrier. 

3. A 10% incentive discount of the L.E. equivalent of the cast of 
the commodity would be given t o  energy conservation improvements 
which effected an actual and significant ( t o  be defined by the 
M/TA prior  t o  s t a r t  of procurement approval) reduction i n  the 
t o t a l  energy used by the par t icular  processes or product Jines 
affected by the project. 

4. A 5% incentive discount would be given f o r  improvements which 
hold the total amount of energy used approximately constant f o r  
processes or  product l ines  affected but uced the energy 
required per unit of output ( i  .e. output reasel. There 
should, however, be a threshold saving defined on a technical 
level by ihe M/TA contractor. The t o t a l  grant arising frown the 
above c r i t e r i a  would not exceed the overall grant limits 
approved by USAID- 

The need f o r  m y  additional incentives (such a s  larger g-ts, 
grace periods on interest  payments), especially t o  encourage 



private sector participation, w i l l  be reviewed regularly by USALZ) 
an3 adjusted as  necessary. 

The non-grant foreign exchange component wi l l  be lent  t o  the 
companies by the participating banks. The banks w i l l  repay the 
Project f o r  the foreign exchange "loantt a t  an exchange ra te  that is 
fixed upon executing the loan. They will col lect  principal and 
interest  payments from the companies a t  the i r  customary cornexcia1 
terms and conditions. Funds wi l l  be made available by U S I D  t o  the 
banks through Bank Letters of Gmmitment (L/Com). 

For each technology application, the banks wi2l use the Bank L / b m  
t o  open l e t t e r s  of credi t  (L/Cs) with the i r  corresponding banks i n  
the U.S. in  favor of the commodity and equipment suppl ieds) .  
Additional allocations w i l l  be issued through Bank L/Coms based 
upon use of funds and the bank's perfowance, 

Participating banks w i l l  be those banks already participating in 
tlSAID1s P I S  and CIP programs. They will sign a Participating Bank 
Agreement, which s t ipulates  the rules, regulations, and procedures 
fo r  using funds under the Project. This agreement w i l l  be modeled 
a f t e r  the Participating Bank Agreement (General Circular No. 1, 
Agreement No. 263-0201.1) f o r  the Private Enterprise Credit 
Project, and w i l l  include e l i g i b i l i t y  requirements of borrowers, 
e l ig ib le  act ivieies  and commodities, application, evaluation, and 
approval procedures, disbursement and repaymnt procedures, and 
docurnentation and reporting requirements. To the extend possible, 
processes and procedures used under the CIP f o r  both public and 
private sectors wil l  be used. 

o Local currency. The local currency component of technology 
applications w i l l  be financed by the companies e i ther  through 
equity o r  debt and wil l  be arranged through participating banks. 
In eke case of public companies, t h i s  may also involve the National 
Investmenr Bask. These loans w i l l  be subject t o  the banks' 
customary terns  and conditions. 

b. Technical armd Management Services: 

o Foreign exchange. USAH) w i l l  finance the fareign exchange 
component of a l l  technical, management and administrative 
assistaxe, training, information dissemination, and any other 
Project ac t iv i t ies .  

o Local currency. . USAID w i l l  fund the local currency costs  of the 
Marianernent and Technical b s i s t a n c e  (M/TA) Contractor. For the 
f irsi f ive  years of the Project USAID wi:l a lso fund the local 
currency costs of DRTPC, the Steering Comnittee, Project 
Secretar iat ,  and the Federation of Egyptian Industries, Start ing 



i n  the s ixth year, these costs w i l l  be financed from the Project 's 
ref lows. 

c. Use of Reflows: 

Public Sector: The loan repayments (or ref lows) i n  Egyptian pounds 
from the foreign exdume loans t o  public companies will. t o t a l  
approximately L.E. 14.9 n i l l ion  during the l i f e  of the Project 
assuming that:  a )  half of the c~nnodi ty  costs of $37.0 million w i l l  be 
allocated t o  the public sector; and that b) up t o  509 of the costs 
w i l l  be in  form of grants. These reflows w i l l  be placed i n  a special 
account administered by the Steering Committee but reviewed by USAID 
on a quarterly basis. The monies collected i n  t h i s  account w i l l  be 
used f i r s t  t o  accrue sufficient local currencies t o  cover 
administrative and assistance costs of thie Steering h i t t e e ,  Project 
Secretariat ,  and FEI (for public sector a c t i v i t i e s  only) f o r  the l a s t  
3 years of the project, estimated approximately a t  L.E. 4.0 million; 
and second, approximately L.E. 8.4 million w i l l  be used t o  sponsor 
energy conservation research. The remaining funds estimated t o  be 
L.E. 2.0 million may be used t o  pay f o r  the local currency portion of 
energy conservation investnents by public industrial  enterprises. 
Prior t o  using these ref lows, the Steering Committee w i l l  submi? fzr 
USAID approval, a plan fo r  funds use and the procedures and mechanism 
fo r  expenditures. 

Private Sector: The loan repayments (or reflows) i n  Egyptian pounds 
from the foreign exchange loans t o  private companies w i l l  t o t a l  
approximately L.E. 25.3 million during the l i f e  of the Project. 

These reflows w i l l  be placed i n  a special account administered by 
DRTPC but reviewed by USAID on a quarterly basis. The monies 
collected in  t h i s  account w i l l  be used f i r s t  t o  accrue suff ic ient  
local currencies t o  cover current and future administrative and 
assistance costs of IlRTPC an8 FEI (for private sector ac t iv i t i e s )  
estimated a t  E.E. 3.0 million f o r  the l a s t  three years of the project;  
and second t o  finance research on energy conservation and efficiency 
related t o  the private sector, estimated a t  approximately L.E. 5.0 
million, and administered by DRTPC. The balance of L.E. 17.3 million 
w i l l  be used t o  provide loans t o  other private sector companies f o r  
purchasing energy ef f ic ient  equipment. Prior t o  using these reflows, 
D R V C  w i l l  submit fo r  USAID approval, e plan f o r  funds use and the 
procedures and mechanism fo r  expenditures. 

C. Project Management and Responsibilities: 

As shown previously in  Figures 111-1 and 111-2, the Project is divided in to  
two components -- one public sector and one private sector -- with management 
and technical assistance and information dissemination provided t o  both. 
key ~ e s p o n s i b i l i t i e s  of the participating organizations a re  discuss& below 



and sumnarized in Figures VI-1 and VI-2. Project roles and respons~bilities 
are described in detail in Annex H. 

1. Private and Public Industrial Enterprises: 

The responsibilities of public industrial enterprises and private industrial 
ard comercia1 enterprises include: 

o Identifying technology applications 
o Providing sites for technology applications 
o Preparing and submitting proposals 
o Providing local currency for technology applicatj ons 
o Installing and operating technologies 
o Monitoring technology performance 

2. Development Research and Technological Planning Center ( m C )  : 

D R P C  is the implementing agency for the private sectar component and has the 
following management and technical services responsibilities: 

Project administration, accounting, and financial management 
Supervising FEIt s promotion activities 
Identifying technology applications 
Evaluating technical, economic, and replication feasibility of 
proposals 
Approving proposels up to $1 million 
Determining loadgrant split if grant is no more than 40 percent of 
funds to be provided by USAID for technology application 
Technical assistance and training for private companies at all stages 
of technology application, including proposal preparation 
Monitoring and trackiq technology applications 
Analyzing and presenting results of technology applications 
Administering special account consisting of loan repayments from the 
private sector (Reflows) 
Monitoring the cash and in-kind contribution of the private sector to 
the project. 

3. Ministry of Industry: 

The Ministry of Industry will implement the public sector component. This 
component will be managed by a Project Secretariat, with guidance and approval 
from a Steering Committee. 

a. Steering Comittee: The Chairman of the Steering h i t t e e  will be 
the Minister of Industry or his designated representatjve. The 
Steering Comittee will be composed of the Minister of International 
Gooperation or his designee, the Executive Director of the Project 
Secretariat, the Director of the Tabbin Institute for Metallurgical 
Studies, the Chaiman of the Federation of Egyptian Idustries, the 
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Chairmen of the Metallurgical and Chemical Authorities, a 
representative of the cement industry, the USAID Project Officer 
(ex-off icio), and the Director of DRTPC (ex-off icio). The Steering 
Committee' s responsibilities include: 

o Providing overall policy guidance to the public sector cmponent 
o Approving technology applications for up to $1 million 
o Encouraging GOE policymakers to remove policy barriers to energy 

conservation 
o -4dministeriq revolving funds generated from loan repsyments 

(Ref lows 1. 

b. Project Secretariat: The Project Secretariat is responsible for 
day-to-day project management and implementation of the public sector 
component. It will & staffed by TIMS and an Executive Director, with 
technical and management responsibilities for: 

Project administration, accounting, and financial management 
including an m a 1  plan 
Identifying technology applications 
Evaluating technical, economic, and replication feasibility of 
proposals 
Selecting proposals and submitting them to Steering Gmmittee 
for final approval 
Recommending loadgrant split if grant is not more than 40 
percent of funds to be provided by USAID for techoloogy 
application 
Providing technical assistance and training to public industrial 
enterprises at all stages of technology application, including 
proposal preparation 
Monitoring and tracking technology applications and their funding 
Analyzing and presenting results of technology applisatisns 
Submitting budget and expenditure plans for using reflows to the 
Steering Gumittee 
Monitoring the GIE cash and in-kind contributions to the project. 

TIMS will carry out its activities with assistance from the WTA contractor. 

4. Public and Private Gmmercial Bmks: 

Participating banks will arrange and administer the financing for technology 
applications in both the public and private sector components. Their 
responsibilities will include: 

o Marketing the Project to their clients 
o Financial evaluation of technology application proposals 
o Preparing financing packages for technology applications 
o Opening Letters of Credit for csnrr~adities and equipment 
o Abxanging local currency component of technolobg application 



o Administering arad guaranteeing loans 
o Repaying foreign exchange loans (in Egyptian pounds) into ref low 

fund 

5. Federation of Egyptian Industries (FEI): 

FEI will provide project promotion and information dissemination services to 
both the private and public sector components. FEIts responsibilities include: 

o Project promotion throughout Egypt through seminars, publicat ions, 
and radio and television advertisements 

o Assisting BP.'FPC in developing energy conservation data base 
o Publicizing results of technology applicatians 

6. USAID: - 
USAID will be primarily responsible for Project funding (see VI-F for details) 
an9 monitoring (see VI-G for details), including : 

o Contracting and administering the M/TA contract 
o Approving technology applications of more than $1 million or where 

the recommended grant is more than 46) percent of the total funds to 
be provided by USAII) for the technology application 

o Conducting audits of selected technology applications 
o Reviewing and approving annual funding plans for DRTPC, T%, and 

T C T  
P L A  

o Initiating Project evaluations 

Pi SBT Project Officer will be assisted by other USAXD personnel as needed. 

Gthibit VI-1 presents the Project's 10 major management and implementation 
tasks and indicates which organizations perform, mc~itor, approve, and fund 
them. Details on the Project's staffing re,quirements appear in Annex K. 

D. Procurement Plan: 

1. Interim U. S. Contractor : Energy bnservat ion Services Program ( B P I  

Because selecting a long-term M/TA contractor can take up to eight months, and 
as the init~al technology applications are already identif id, USAE) will 
buy - into the AIDDashing ton contracted Energy Conservation Services Program to 
provide 50 pp of services: 

a. Assisting T M  in developing the Project Steering Comittee and 
Secretariat and in identifying policies and procedures for technical 
review, management, and accountix of subprojects. 



Exhibit VI-1 

Implementation Tasks and Responsbilities 

Public Sector Component Private Sector Component 
I 

'oject management 
-0 j ec t promotion/ 
lvertising 
xhnology application 
lentif ication 
-0posa1 preparation 

'oposal evaluation and 
!lection 
.oposal approval 

,nanc ing package 
-epara t i on 
?tailed engineering, 
'ocurement, installation 
local costs 
foreign exchange costs 
:rf ormance monitoring 

f omat ion dissemination 

;AID will fund local currency costs of these tasks for the first five years of the project. 
:arting in the sixth year, these tasks will be financed by the GOE out of the project's 
,.flows. 
>r technology applications of more than $1 million or if the proposed grant is more than 40% 
I the total funds to be provided by USAID for the technology application, USAID approval is 
quired. 

= Steering Coarmittee Co = Public or private company 
= Project Secretariat M/TA = Management and Technical Assistance Contract 
= Government of Egypt Bank(s)= Commercial Banks and National Investment Ban 
= Federation of Eygptian Industries V = Equipment vendor/manufacturer 
: = Development Research and A/E = Architecturehgineering Firm 

Technology Planning Center 

Best Available Copy 



Conducting detailed feasibility studies of the preidentified 
subprojects in the public and private sectors (see exhibit VI-2). 

Preparing, with DRTPC and FEI, a marketing strategy for attracting 
private sector f inns, and disseminating project information and 
announcements to the private and public sectors. 

Assisting USAH) in contacting, selecting and mobilizing participating 
banks. 

Initiating a number of long-lead-time technical and policy studies in 
support of project implementation. 

2 .  Management /Technical .Qssistance Contractor (M/TA) : 

During the first year of project implementation, USAID will contract the 
services of a U.S. consulting firm to assist DRTPC, T I M  and FEI in 
implementing this project. An AID direct contract mode was selected because 
the M/TA contractor will be providing management and technical assistance to 
both the public sector (TIMS, FEI, public companies) and the private sector 
(DRTPC, private companies), as well as advisory services to USAID. In 
addition, TI%, D R m ,  and FEI have no experience with administering host 
country contracts. Finally, given the M/TAt s important USALD advisory role, 
especially approving technology applications and evaluating T M '  and DPITPC's 
performance, it was concluded that a host country contract was not appropriate 
for this project. 

The M/TA contractor responsibilities are : 

o Providing management, technical assistance and training services to 
DRTPC, =I, T M ,  and private and public enterprises at all project 
stages 

o Advising USAID on whether technology applications should be approved 
and funded 

o Reporting regularly to USAID on Project status and performance 
o Assisting the Project Secretariat in formulating policies and 

procedures for the use of ref lows 
o Providing PSA services as requested by project participants 

These responsibilities are amplified in Annex H (Administrative Analysis), and 
the M/TA contractorf s scope of work is found in Annex 0. In meeting its 
responsibilities, the M/TA contractor will provide the following services : 

a. Project Management: A resident project manager, as well as a U.S. 
liaison officer, for a total of 144 pm to oversee overall Project 
activities and assist TIMS and DRTPC with day-to-day project 
management and monitoring, and coordinating the private and public 
sector cqonent s . 



Exhibit VI -2 

Preliminary List of Potential Technolo% Applications 
lus and 1 

proximate Cost Approximate 
2 ~ 3 1  Foreign Economic 

us Sector /Company Project LE Payback ( Yr s : 

1. Suez Cement Power generation from waste 690,000 1,200,000 3-5 
flue gas recovery (bottoming 
cogeneration) 

2. Suez Cement Energy management sys tern 270,000 300,000 2-3 
3. ill Shinnawy Steel Recuperator on reheat furnace 13,500 35,000 1 

nlTAL FRIVATE SECTOR PROJECTS 973,500 1,535,000 

Metallurgical 
4. Delta Steel Scrap preparation and pre - 135,000 150,800 1.5 

heating automatic system 
5. Delta Steel Furnace electric load manage- 200,000 350,000 2 

ment sy s tern 
6. National Metals Waste heat recovery boiler 54,000 60,000 3-4 
7. Egyptian Iron & Steel Complete rehabilitation sf 475,000 650,000 2 

reheat furnace with improved 
waste heat recovery, process 
I combusti~n controls and 
adequate upstream (oxygen 
convertor) 6 downstream 
(rolling mill) improvement 

Chemicals 
8. Abu Zaabal Fertilizer Cogeneration systeri to sell 1,296,000 2,240,000 3-5 

excess power to EEA (2 MW) 
9. El Nasr Coke/U-iemicaf s Fluidized bed pilot 540,000 600,000 3-5 

combustor (El Tabbin Power 
Stat ion) 

10. Abu Kir Fertilizer Automatic Power Factor Control 54,000 160,000 2 
System (10 MrA) 

11. Misr Chemicals Steam Cogeneration System 1,215,000 2,100,000 3-5 
12. Rakta Paper Waste heat recovery f ran 54,000 50,000 2 

paper machine 

TOTAL PUBLIC SEC'DX PF9JECIS 

mTAL 12 PROJEC'IS 

I AVERAGE COST PER PROJECT 416,375 657,917 2 



b. Long-term and short-term U.S. consultants: Consultants will assist 
DRTPC, TIM5 and private and public sector companies for a total sf 300 
pm in: (1) performing energy audits and feasibility studies; ( 2 )  
reviewing and approving all technology application proposals; (3) 
marketing energy corrservation and efficiency activities; (4) Training 
services to DRTgC, TIMS, EL, private and public enterprises at a11 
project stages. 

c . Traini : The contractor will identify trairiing centers, universities 
d f i m s  to ararlge training for 45 persons for a total of 200 
pm. The contractor will prepare training manuals and wil assist mTPC 
and FEI in offering local training courses to bankers, industrialists, 
ard ME firms. 

d. Procurement Services Agent (PSA) services : The contractor will 
perform PSA services for private and public sector firms such as: 
assisting in developing technical specifications, preparing Requests 
for Quotations and Invitations for Bids, assisting in analyses and 
selecting winnirg offers. 

e. Marketing and Promotion services: The contractor will assist DRTPC, 
FEI and TIMS in organizing workshops and seminars, establishing a 
project infomation center, and conducting promotion and marketing 
services w i t h  TIMS and FEI, DRTPC for private and public sector f inns. 

3. Local Management Services: 

USAID will provide grants to DRTPC, TIMS and FIE1 for: 

a. Assisting in establishing their offices 
b. Recruiting technical and administrative personnel 
c. Procuring offfice equipment, materials and supplies 
d. Subcontracting Egyptian consultants for technical services 
e. Arranging or conducting local training, workshops and seminars 

4. Monitoring Support Services : 

USAID will also contract for the services of: 

a. Short-term consultants to assist the project officer in conducting 
technical audits of selected technology applications to ensure that 
they have been selected in accordance with criteria established by 
USAID. 

b. Two Indefinite Quantity Contractors (IQC1s): the first to conduct two 
external project evaluations, and the second to audit the project. 



5 .  Commodities Procurement : 

In both the private and public sectors, end-users will have primary 
responsibility for developing technical specifications for the technologies to 
be installed, releasing the RFQ/IFB, analyzing bids and selecting the winning 
offer. With the assistance of the M/TA contractor, T M  will have the 
responsibility for ensuring that the procedures us4 to select the winning 
offer by the public sector f inns, are in compliance with USAID procurement 
regulations. For private sector installations, DRTPC and the M/TA contractor 
will have that responsibility. 

Exhibit VI-3 and VI-4 list the major proposed procurement steps required from 
identifying to installing the specific applications. These can be modified 
during implementation, for the purpose of speeding up the procurement process. 

Waiver: 

To facilitate the prociirement process, a waiver (Annex M) from USAID 
procurement regulations set forth in Handbook 11, chapter 3, is proposed: 
This will allow procurement procedures to fall under Handbook 15, chapter 3, 
section 3.B.  1. , which uses AID Regulation 1 for the Commodity Import Program 
(CIP) .  Reg. 1 procedures are known to the public, private and banking 
sectors. This is important to Project success. In particular, private rector 
firms are very concerned that unncecessarily stringent requirements will delay 
procurement and implementat ion while increasing administrative costs. In 
addition, installing these technologies in sane cases make it difficult to 
define precise technical specif icatiom at present. Finally, these 
technologies can be as, integral part of an industrial process, and will likely 
affect the entire process or product quality. Thus cost alone may not be the 
best determinant of the best option. 

Gray Amendment: 

Careful consideration will be given to Early Alert identification of 
opportunities for minority, Small Businesses, 8 (a), and women-owned f ims, 
minority-controlled Private Voluntary Organizations, and Historically Black 
Colleges and Universities. In particular, the RFP for the M/TA contractor 
will require that all M/TA proposals include a plan for minorities 
participating in Project implementat ion. 

E. Training Plan: 

The objectives of the training program are to (1) develop end-user skills and 
capabilities to adopt and assimilate energy efficient technologies in industry 
a d  (2) upgrade the skills of local institutions to support and accelerate 
this process. 



EXHIBIT VI -3 

Potential technology is identified and assessed by the Bank and DRm, 
with W T A  conzractor assistance if needed. 

If technically, financially, economically attractive, it is submitted 
to LRTFC and Bank for approvai. 

If D R P i  with M/TA assistance approves the proposal*, procurement is 
initiated by USAID earmarking the necessary funds in a PIL to B . P C .  

Bids will be salicited anil evaluated by the importer who will notify the 
bank of his decisicm in writing. If award is to other thgn lowest 
5idder, a written justif icaticn xi11 be provided. Thf: bank will review 
the successful bidders compliance with USELIB regulations. 

M/TA with D R P C  assistance will  view the award and if it is acceptable 
will issue a No Objection letter to the importer and the Bank. 

DRTPC wi?l request USAID to open a Bank L/Com to %he Bank selected by the 
importer. 

The bank opens the LJC which is confirmed by the US bank handling the 
applicable L f C o m .  

The importer completes a U.S. Customs export license applicatior! and 
initiates actions to obtain necessary import licenses and other doc 
and approvals required by COE rules and regulations. 

gays into the Preject Special Account mt in Qyptiara 
(LEI equal to the non-grant portion of the c ity impon cost. 
are converted to LE at the official comers ate at that timeL 

The caomodities are received and cleared through Egyptian customs. 

I Intermediate step in included and requires USAID approval in ease: 
a. The technology application cost is above $1.0 million 
b. The grant portion of the technology application is above 48% of the 

total cost irres ctive of the total value of eke technology 
application 



PRcmRmmr PROCEDURES FOR FUBLIC S E r n  FmMs 

Potential technology is identified and assessed by user: ( i . e , ,  importer) 
and Technical Secretariat ,  with M/TA assistance i f  needed. 

If technicaliy , financially, and economically a t t rac t ive ,  it i s  submitted 
by the Technical Secretariat  t o  the Steering G m i t t e e  f a r  approval. 

If the Steering Ccmmi t t e e  approves the proposal*, the' Technical 
Secretariat  submits t o  USAID a request t o  earmark the necessary funds. 

If WID approves the proposal in  a PIL t o  the Technical Secretariat, and 
procurement is in i t ia ted  using AID Regulation 1, 

Bids w i l l  be sol ic i ted and evaluated by the, imporrer who w i l l  notify the 
Technical Secretariat  of h is  decision in  writing, If award is  to  other 
than lowest bidder, a written just i f icat ion w i l l  be provided. The 
Technical Secretariat  will insure the award is in  compliance with WID 
regulations. 

M/TA w i l l  review the award and i f  it is acceptable w i l l  re 
Technical Secretariat  to  issue a No Objection letter t o  the Bank and the 
importer. 

The Technical Secretariat  w i l l  requesr LEATI)  t o  open a Bank L / h  t o  the 
Bank selected by the importer. 

The bank opens the L/C which is  confimed by the US ottnk handling the 
applicable L/Corn. 

The importer completes a U.S. Customs export license application and 
initiates actions t o  obeain necessary import licenses and other documents 
and approvals required by W E  rules and regulations. 

The s p p l i e r  ships the commodities, a d  submits USAID Fows 11 and 282 t o  
the L/Com tar& for  payment. 

The commodities are received and cleared through Egyptian customs. 

The L/C bank pays into the Project Special Account an amount i n  Egyptian 
pounds (LEI equal t o  the non-grant portion of the comnodity import cosr. 
The US$ are  converted to  LE a t  the o f f i c i a l  conversion ra te  a t  that time. 

* An intermediate step is included and requires USAID approval i n  case: 
a. 'Ihe technology application cost is above $1.0 million. 
b. The grant ponion  of the technology application is above 409 af the 

to ta l  cost i r r e s p c t i v e  of the t o t a l  value of the technology 
application 



A total of 1250 persons will be trained during the life of the Project; 
approximately 45 will receive training in the US. Most training activities 
will focus on developing the skills of technical and management personnel in 
participating plants in the following areas: proposal preparation, system 
design, procurement, installation, operation, and monitoring of energy 
efficient technologies. Local A/E firms will also require some training to 
adapt US technology design and operating characteristics to Egyptian 
conditions. Limited training will also be provided to DRTPC, TIMS, EEI, and 
participating commercial banks. The overall training program will be 
developed by the WTA contractor by November 1989. This training program will 
be based on a detailed needs assessment developed in close collaboration with 
all project participants (e.g., DRTPC, Project Secretariat, FEI, and 
companies). 

Annex I provides more details on the Project's training and manpower 
development program. 

F. Financial Plan and Fundim Flows: 

1. Cost Model: 

The technical needs assessment corducted during project analysis identified 10 
generic categories of energy-efficient technologies to be applied in five key 
sectors: cement, chemicals, metals, textiles, and f d .  In order to best meet 
these needs and the criteria of the Project (such as replicability in at least 
five other plants), a model of a technology application has been developed and 
discussed with private a d  public sector representatives. This model 
subproject is shown in Exhibit VI-5. 

Each generic technology consists of a nunber of specific pieces of equipment. 
In the case of the generic technology 'Waste Heat Recovery Systems, : the 
specific pieces include (See h e x  D for details): 

o Condensing heat exchangers 
o Ceramic and non-ceramic recuperators 
o Heat pipes 
o Shell-in-tube heat exchangers 
o Flat plate heat exchangers, and 
o Air preheaters and economizers 

The costing basis for each technology is the following: First, a CIF foreign 
exchange median cost is estimated for each technology application, based on 
quotes reviewed in-country and design team experience and data. Next, local 
costs are estimated using the same sources. On average, the split between 
foreign cost and local cost is 60/40. As an example, if the cost of a heat 
exchanger is $90,000 FOB U.S. and $100,0OC CIF Egypt, the local costs will be 
approximately U.S. $100,000 x 40/60 = $66,000 or L.E. l45,ZOO. Of the local 
cost, 45% was estimated to be in cash and 559 to be in-kind. 



I Cement 
Metals 

t Chemicals 
Te:: t i les 
Food 
Other 

SUBTOTAL : 

Pub1 ic: 

Chem/Fer t 
Met. cr* 1 !-, 
O t h e r  

GRRFIDTOTC\L: 5 3.3 6 2.4 7 1.e 1Cl Z.4 B 12 6 2 5 2.4  6 2.1 4 5 . 5  c. -, I .  6c.r 

* - includes equipment c a p i t a l  costs, installation costs. and maintenance and monitoring contracts 

Source: plant visits and energy a u d i t  reviews 



Ihs shcm in Exhibit VI-5, the total foreign exchange cost is $37 million for 
60 technology applications, broken down as follows: 

Process Controls: 6 
Energy Management Systems 6 
bab~!stion Controls: 7 
Waste Meat Recovery Systems: 10 
Ggeneration Systems : 8 
High Efficiency Electric Motors: 6 
Power Factor Improvement Systems: 5 
Znsulat ion Materials : 6 
Solid Fuel-fired Combustors: 4 
High kfficiency Lighting : 2 

The above closely reflects idustry needs, although actual implementation is 
likely to result in a slightly different mix of tedm~logy applications. 

2. Stamnary of the Financial Plan: 

The AID contribution over the eight year life of project is $49.5 million. 
The GOE contribution is L.E. 70.5 million. 

Table VI-0 summarizes the illustrative budget. Table VI-9 shows the inputs 
(Technical assistance, comodities) as a function of roject outputs 
(Technology application and Institutional Dezrelopolent . Illustrative tables 
for each of the budget categories are in h e x  K. 

P 
AID input will be a grant to the GOE, incrementally funded with an initial 
obligation of $15.0 million for FY 88. Subsequent obligations for FY 90 and 
N 92 are $11.1 million and $23.4 million respectively. These are subject to 
the availability of funds and USAID decision to allocate the necessary budget 
for the categories shown in Table VI-8, The incremental funding is based on 
the obligation plan and planned expenditures of W I D  funds shown in Tables 
VI-lOa and b. 

AID will fund the foreign exchange costs of the commodities, estimated at $37 
million, including the cost of equipment, maintenance services and 
installation, 

The balance of the AID Grant of $12.5 million will fund technical assistance 
and management assistance in bath local and foreign currency to both the 
public and private sector firms participating in this project. 

The GOE will match the AID grant/lom of the comodities with an estimated 
cash contribution of L.E. 12.5 million of which L.E. 8.1 million will be used 
t o  finance the local costs a£ the energy equipment and will cover persome'! 
costs, facilities and construction costs. The GOE in-kind contribution will 
be LE 25 .2  million. In addition, the GOE will provide LE 4.4 million cash to 
fund the local currency requirements for management services. 



Table VI-8 
Illustrative Budget Summary (000) 

AID Contribution - GOE Contribution Private Sector -- Host 
FX I& In-kind In-cash In-kind In-cash Country 

,Technical Serv. 
Technical Assist. 7088.73 - 
Training 1911.27 - - 400.00 - 800.00 

I. Local M g t  & Serv . t 
Public Sector - 1430.00 1430.00 530.00 3825.00 - - 4355.00 

Private Sector - 950.00 950.00 30 .OO - - - 30.00 
Information - 220.00 220 . 00 4Q,00 575.00 - - 615.00 

Dissemination 

Table VI-9 
Inputs and Outputs $(000) 

Technology Application Capacity Building 
~ u i p n t  Technical ~ r a h i n g  Information Evaluation 

Tech. Assistance - 9468.73 . Comdities 37000.00 - 

Best Available Copy 
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The Egyptian private sector, including private commercial banks, will provide 
appmximately LE 16.2 million cash to fund the local currency requirements for 
equipment, services, and installation. This will be in the form of loans from 
banks and equity contributions from participating industrial enterprises. The 
private sector will also provide approximately LE 16.5 million as an "in-kind" 
contribution of installat ion, salaries, and for management services. 

3. Uses of Funds: 

Grhibit VI-6 sumnarites the methods of implementation and-financing. 
Seventy-five percent of the total Project funds will go to purchasing and 
installing advanced energy technology equipment. Technical services (e.g., 
audits, technology evaluations) to identify and determine the feasibility of 
specific technologies are estimated at $8.5 million. 

G. Monitoring Plan: 

1. Public Sector Component : 

The primary respo~lgibility for monitoring day-to-day activities is vested in 
the Project Secretariat (TIMS) and its Executive Director. Annual progress 
reports summarizing activities, achievement of objectives, problems and 
resolutions will be prepared by the Project Secretariat and submitted to 
USAID. TlMS will develop a technology application status tracking system and 
submit detailed status reports to the M/TA contractor and USAID on a quarterly 
basis. These quarterly reports will include the number of proposals, 
approvals, on-going technology applications, sectors of application, types of 
technology applications, site of investments, status and performance of 
applications, implementation schqdules, and status of the information 
dissemination program. 

The participating banks will provide USAID with monthly repons showing all 
approved transactions for technology application. Copies of all other 
relevant documents for each technology application (e.g., L/Cs, Bills sf 
Lading, Supplier's Invoice) shall also be presented on a monthly basis. 

Public companies participating in the Project will monitor the performance of 
technology applications and provide the agreed-upon information on a monthly 
basis to TIMS. 

2. Private Sector Gmponent : 

The private sector component activities will be monitored on a day-to-day 
basis by DRTPC. DRTPC will be responsible for providing USAID with the same 
information and in the same progress reports fowat for the private sector as 
is required of T I M  for the public sector. 



Exhibit VI-6 

Services 

1. Equipment & 
Services 

2. Interim 
Gntrac tor  

3.  Management /TA 
Contractor 

Methods of Implementation and Financinn 

Methods of Methods of HC or Estimated 
Imp1 ement a t ion Financing - AID Value 

Contract W) 
Project Implement - B/LCom, L/C HC 
ation Letters 

AID Direct Direct Pay AID 

AID Direct Direct Pay AID 

4. Local Management Project Implement - Direct reimbursement HC 
Services, ation Letters with advance 
Public Sector 

5. k a l  Management Project Implement- Direst reimbursement HC 
Services, ation Letters with advance 
Private !kctor 

6. Information 6 Project Implement - Direct reimbursement HC 
Dissemination ation Letters with advance 

7. Evaluation/Audit AID Direct Direct pay AID 

TOTAL 

GOE Imp- - 
lement ing 
Units 

D R P C  & 
TIMS 

TIMiS 

DRTPC 

FE I 



Participating banks and private companies will be responsible for monitoring 
their respective activities and providing the same information to USAID and 
D R ? X  required under the public sector component. 

3. M/TA Contractor: 

The M/TA contractor will report regularly to USAID on the status of both the 
private and public sector components and will advise USAID on DRTPC's and 
TIMST performance. This reporting will include brief status reports as part 
of monthly invoices and detailed quarterly reports. These reports will also 
include information on all technical assistance, training, and special studies 
which have been carried out by the M/TA contractor. 

USAID'S primary monitoring role will be to ascertain the effectiveness of the 
overall implementation process and compliance with Project policies and 
procedures. Monitoring activities will include: operating procedures (e.g., 
financial, procurement, contracting, subproject policies) ; m u a l  subproject 
implementation and financial plans; and progress reports submitted to USAID by 
DRTPC, the Project Secretariat, and the M/TA contractor. 

In addition, USAID will request TIMS and DRTPC to provide information on the 
cash a& in-kind contributions of the public and private sectors 
respectively. This information will be available to these two institutions, 
as they have to approve financing packages that the private/public sector 
firms submit to the banks for securing loans in foreign exchange and local 
currency. As part of a Project Implementation Letter (PIL), USAID will list 
the eligibility requirements of companies, including specific public companies 
that will not be eligible to participate in the Project. In addition, USAID 
will annually conduct audits of selected technology applications to ensure 
they have been selected in accordance with criteria established by USAID. 

H. Evaluation Plan: 

As a pioneering effort in financing demonstrations of energy conservation 
technologies to encourage their wide dissemination in Egypt, this Project's 
experience will be of interest and value to a broad audience within the GOE, 
USAID, other donors, and other countries. It is important, theref ore, that 
the Project receive careful evaluation both during and after its lifetime. 
There will be two fonnal outside evaluations of the Project: a mid-point 
evaluation to be completed by January 1992 and a final evaluation to be 
completed at the end of the Project. 

The key questions to be answered in evaluating the Project are: 

o Have the technologies installed met their objective of saving energy? 
o Have there been additional installations of these technologies at 

other plants in Egypt? 



o Have Egyptian private sector organizations established a capability 
for delivering energy conservation technologies without significant 
external assistance? 

The answer to the first question should be easily determined thrcugh the 
monitoring process which is built into the Project. This assessment should 
also determine the masons for achieving these savings, particularly if the 
savings differ significantly (by 30 percent or more) from those estimated in 
the initial feasibility analysis for that site. This will allow better 
estimates of the expected savings to be made for other installations of that 
technology. To a large extent, this assessment will be made continually by 
DRTFC, TI=, and the M/TA contractor as part of their ongoing monitoring 
efforts. Sumnary reviews of these savings will be compiled to assist in 
determining if modifications to the P~sject design are necessary. 

Determining whether additional installations of a demonstrated technology have 
occurred is more difficult, since not all additional installations will be 
brought to the attention of the Project team. However, reasonable estimates 
of replications can be determined from discussions with equipment vendors of 
that technology, from follow-up calls on those organizations which visited the 
installation or requested information on it, and from the results of annual 
questionnaires sent to FEI members. 

These FEI questionnaires will further assist Project evaluation by seeking 
advice on how the Project might be improved (e.g., which types sf technologies 
should be developed, and why did or why did not a respondent select a 
demonstrated technology applicable to his plant). 

Finally, an assessment must be made of the capability of Egyptian 
organizations to provide energy conservation technologies without external 
assistance after the Project is completed. This can be done through 
discussions with energy users, equipment vendors, engineering service 
organizations, financial institutions, and trade associations. 

The mid-term review will allow changes to be made in the Project strategy and 
activities if there have been problems in achieving objectives. The results 
of the final review will be widely disseminated to assist others considering a 
similar project. 



I. Implementation Schedule: 

Major pra ject events are summarized below. Anne:- L gives a detailed schedule 
with responsible parties and timing indicated for each action. 

Activity 

Project Paper Approved 
Pro j ec t Agreement Signed 
Steering Committee and Project Secretariat 
Est abl i she6 
Interim Contractor(s1 Mobilized 
DRTPC, TIEIS, =I, Grants Signed 
M/TA RFP Issued 
Full Scale Project Promotion Campaign Started 
Bank Agreements Signed 
Detailed Feasibility Studies of 
Preselected Applications completed 
First Private Sector Application Funded 
M/TA Contract Awarded 
M/TA Contractor bbi 1 ized 
First Public Sector Application Funded 
Formal Training Program Started 
Data Base Operational 
New Applications Selected 
Mid-point Evaluation 
Second Evaluation 
PACD 

Timing 

March 88 
June 88 

July 88 
Aug. 88 
Oct. 88 
Nov. 88 
k c .  88 
Jan. 89 

April 89 
June 89 
June 89 
Aug. 89 
Sept. 89 
Nov. 89 
Dec. 90 
on-going 
Jan. 92 
Jan. 96 
Sept. 96 



Requirement5 and Covenants : 

The Grantee shall agree to cooperate with USAID to accomplish the purpose of 
the Grant. To this end, it accepts the following requirements and covenants. 

1. Requirements Precedent to Disbursement: 

a. Requirements to Initial Disbursement : 

Prior to any disbursement for this Project, or to the issuance by USAID of 
documentation pursuant to which disbursement will be made under the Energy 
Conservation and Efficiency Project, the Cooperating Country will, except as 
the parties may otherwise agree in writing, furnish to USAID, in form and 
substance satisfactory to USAID: 

o A statement of the names and titles of the persons authorized as 
the representatives of the Graneee, together with a specimen 
signature of each person specified in such statement. 

o Such other documentation as USAID may reasonably require** 

b. Specific to the Public Sector Component: 

Prior to any disbursement for this Project, or to the issuance by USAID of 
documentation pursuant to which disbursement will be made under the Energy 
Conservation and Efficiency Project for the public sector activities for 
technology application other than for the interim contractor (s) and technical 
and management services, the Cooperating Country will, except as the parties 
may otnemise agree in writing, furnish to USAID, in form and substance 
satisfactory to USAID: 

o Evidence of establishing a Steering Committee and Project 
Secretariat including, for the first year, formal designation of 
members of the Steering Committee and of the Executive Director 
of the Project Secretariat. 

o Evidence that the Project Secretariat has formulated financial 
arrangements acceptable to USAID. 

a Such cther documentation as USAID may reasonably require.* 

* hot to be included in the Project Authorization 



Speci f ic  t o  the Private Sector Component: 

P r io r  t o  any disbursment f o r  t h i s  Projec t ,  o r  t o  the  issuance by USAID of 
docw,entat ion pursuant t o  which disbursement w i l l  be made under the Energy 
Conservation and Efficiency Project f o r  the p r iva te  sec to r  a c t i v i t i e s  fo r  
technology appl ica t ion  other  than those f o r  the  interim c o n r r a c t o r h )  and 
technical  and management services, the Cooperating Csurmtry w i l l ,  except as the 
pa r t i e s  may otherwise agree i n  wri t ing,  fu rn i sh  t o  USAID, i n  form and 
substance s a t i s f ac to ry  t o  USAID: 

o Evidence t ha t  the  Development Research and -Technological 
Planning Center (DRTPC) has selected a fu l l - t ime Executive 
Director  f o r  the Project  and necessary support s t a f f .  

o An acceptable c i r cu l a r  o r  o ther  o f f i c i a l  docment issued by the  
blIC, a s  jo in t ly  agreed upon by MIC and USAID, s e t t i ng  f o r t h  i n  
necessary and su f f i c ien t  d e t a i l  the terms and conditions 
applicable t o  grants  and loans made under such component. 

o Such other  documentation a s  USAID may reasonably require.  * 
2.  Covenants : 

The Cooperating Country agrees t ha t :  

a. General: 

o I t  w i l l  provide, on a timely bas i s ,  a l l  loca l  l o g i s t i c  support 
a s  may be required t o  ensure e f f ec t j ve  use of goods and services  
financed under t h i s  grant.  

o The reflows from the public  sec to r  loans w i l l  be -pu t  in to  a 
Special  Account f o r  the Projec t ,  administered by the  Steering 
Committee, and w i l l  be used exclusively f o r  meeting Project 
r e la ted  requirements. F i r s t  p r i o r i t y  w i l l  be given t o  meeting 
the operating and technical  ass is tance  cos t s  of the  Steering 
Cormnittee, Project Sec r e t a r i a t ,  and FEI ( f o r  public  sec to r  
a c t i v i t i e s ) .  Second p r i o r i t y  w i l l  te given t o  f inance research 
a c t i v i t i e s  on energy conservation and eff ic iency.  

o The reflows from the p r iva te  sec to r  loans w i l l  be put in to  a 
Special  Account f o r  the  Project ,  administered by MITF'C, and w i l l  
be used exclusively f o r  meeting Project  r e la ted  requirements. 

* hot t o  be included i n  the Project  Authorization 



First priority will be given to meeting the operating and 
technical assistance costs of the DRTPC and FEI (for private 
sector activities). Second priority will be given to finance 
research activities related to energy conservation and 
efficiency in the private sector. 

o The Steering Committee, Project Secretariat, and DRTPC will meet 
formallv with the USAID Project Officer, at least semi-annually, 
to discuss Project progress. 

The research and management organizations, mini 
authorities, governorates, universities, public 
enterprises, and other public sector agencies i 
Project will provide the Project Secretariat wi 
technical and non-technical information, data, 
other documents resulting from this Project." 

stries, 
sector 
nvolved in the 
th all necessa 
reports, and 

o The Grantee shall provide to U S I D  the details of its 
counterpart contribution on a timely basis. 

o Neither AID funds, nor funds derived from the Special Account, 
nor L.E. generrted under this Agreement will be used to pay 
salary suppl-rsents except pursuant to mutually agreeable 
criteria. 

3. Segotiat ing Status: 

All the above conditions and covemnts have been discussed with appropriate 
Ministv of Industry officials and no problems with their inclusim in the 
Project Agreement are anticipated. 

* Not to be ir~cluded in the Project Authorization 



First priority will be given to meeting the operating and 
technical adistance costs of the DRTIPC and FEI (for private 
sector activities). Second priority will be given to finance 
research activities related to energy conservation and 
efficiency in the private sector. 

o The Steering hittee, Project Scretariat, and WZTPC wilt m e t  
formally with the USAID Project Officer, at least smi -mua l ly ,  
to discuss Project progress. 

o The research and management orgarni tations, ministries, 
authorities, governorates, omiversit ies, public sector 
enterprises, and other public sector agencies involved in t 
Project will provide the Project Secretariat w i t h  all necessary 
technical and non-technical inf  o m t  ion, data, reports, and 
other documents resulting from this Project.* 

o The Grantee shall provide to USABD the details of its 
counterpart contribution on a timely basis. 

o Neither AID funds, nor funds &rived from the Special Account, 
nor L.E. generated under this Agreement will be used to pay 
salary syplements except pursuant to mutually agreeable 
criteria. 

3. Negotiating Status: 

All the above conditions and covenants have k n  discussed with appropriate 
Ministry of Industry officials and no problems with their inclusion in the 
Project Agreement are anticipated. 

a Not to be included in the Prciject Authorization 


