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Fourth Amendment, dated SEP 19932 to the Grant 

Agreement, dated September 30, 1988 between the Arab Republic of 

Egypt ("Grantee") and the United States of America, acting
 

through the Agency for International Development ("A.I.D.") for
 

Cost Recovery for Health.
 

SECTION 1. The Grant Agreement, as amended, is hereby
 

amended as follows:
 

A. 
Section 3.1 is amended by deleting the entire present
 

Section 3.1 and substituting the following Section 3.1 therefor.
 

"Section 3.1. 
 The Grant. 
To assist the Crantee to
 

meet the costs of carrying out the Project, A.I.D., pursuant to
 

the Foreign Assistance Act of 1961, as amended, agrees to grant
 

the Grantee under the terms of this Agreement not to exceed Forty
 

Two Million United States ("U.S.") Dollars ($42,000,000) (Grant).
 

The Grant may be used to finance foreign exchange costs, as
 

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

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

B. 
Section 3.2(b) is amended by deleting the entire present
 

Section 3.2 (b) and substituting the following Section 3.2(b).
 

"(b) The resources provided by the Grantee for the
 

Project will be not less than One Hundred Twenty Six Million
 

Seventy Four Thousand Egyptian Pounds (L.E. 126,074,000)
 

including costs borne on an 
"in-kind" basis."
 

C. Section 3.3 
is amended by inserting "September 30, 1997"
 

as the new Project Assistance Completion Date (PACD).
 

D. Section 2.1, "The Credit Guarantee Facility", of the
 

Second Amandment (July 3, 1991) to the Project Agreement is
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amended by deleting the second sentence thereof and substituting
 

therefor the sentence, "In establishing the Facility, Egyptian
 

Pounds, subject to the availability of funds, shall be made
 

available from the Special Account in the Egyptian Pound
 

equivalent of $20,000,000".
 

E. Section B.5 of the Project Grant SteLndard Provisions
 

(Annex II) is deleted in its entirety and replaced by the
 

following:
 

SECTION B.5. Reports, Accounting Records, Audits,

Inspections.
 

(a) 
The Grantee shall furnish A.I.D. such information and
reports relating to the Project and to this Agreement as A.I.D.
 
may reasonably request.
 

(b) The Grantee shall maintain accounting books, records,

documents, and other evidence relating to the Project and to this

Agreement, adequate to show, without limitation, all costs

incurred under the Grant, the receipt and use of goods and
services acquired under the Grant, the costs of the Project

supplied from other sources, the nature and extent of

solicitations of prospective suppliers of goods and services

acquired, the basis of award of contracts and orders, and the
overall progress of the Project toward completion ("Project books

and records"). At the Grantee's option, with approval by A.I.D.,
Project books and records shall be maintained in accordance with
 one of the following methods: 
 (1) generally accepted accounting

principles prevailing in the United States, (2) generally

accepted accounting principles prevailing in the country of the
Grantee, (3) accounting principles prescribed by the

International Accounting Standards Committee (an affiliate of the
International Federation of Accountants), or (4) such other
accounting principles as 
the Parties may agree to in writing.

Project books and records shall be maintained for at least three
 
years after the date of last disbursement by A.I.D.
 

(c) If $25,000 or more is disbursed directly to the Grantee

in any one calendar year under the Grant, the Grantee, except as
the Parties may otherwise agree in writing, shall have financial

audits made of the funds disbursed to the Grantee under the Grant
 
in accordance with the following terms:
 

(1) 
The Grantee shall select an independent auditor in
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accordance with the "Guidelines for Financial Audits Contracted

by Foreign Recipients" issued by the A.I.D. Inspector General

("Guidelines"), and the audits shall be performed in accordance
 
with the "Guidelines."
 

(2) An audit of the funds provided under the Grant

shall be conducted for each fiscal year of the Grantee. 
The

audit shall determine whether the receipt and expenditure of the

funds provided under the Grant are presented in accordance with

generally accepted accounting principles agreed to in paragraph

(b) above and whether the Grantee has complied with the terms of

the Agreement. Each audit shall be completed no later than one
 
year after the close of the Grantee's fiscal yeai.
 

(d) The Grantee shall submit an audit report to A.I.D.

within 30 days after completion of each audit arranged for by the

Grantee in accordance with this section. 
The A.I.D. Inspector

General will review each report to determine whether it complies

with the audit requirements of this Agreement. Subject to A.I.D.

approval, costs of audits performed in accordance with the terms
 
of this section may be charged to the Grant. In cases of

continued inability or unwillingness to have an audit performed

in accordance with the terms of this section, A.I.D. will

consider appropriate sanctions, which include suspension of all
 
or a portion of disbursements until the audit is satisfactorily

completed or A.I.D. performs its own audit.
 

(e) 
The Grantee shall submit to A.I.D., in form and
 
substance satisfactory to A.I.D., 
a plan by which the Grantee
 
will ensure that funds made available to subrecipients that

receive $25,000 or more in any one calendar year under the Grant
 
are audited in accordance with this Agreement. The plan should

describe the methodology to be used by the Grantee to satisfy its

audit responsibilities with respect to any subrecipient to which

this section applies. Such audit responsibilities with respect

to subrecipients may be satisfied by relying on independent

audits of the subrecipients or on appropriate procedures

performed by the internal audit or program staff of the Grantee,

by expanding the scope of the independent financial audit of the

Grantee to encompass testing of subrecipients' accouits, or by a

combination of these procedures. 
The plan should identify the
 
funds made available to subrecipients that will be covered by
audits conducted in accordance with other audit provisions that

would satisfy the Grantee's audit responsibilities (a nonprofit

organization organized in the United States is required to
 
arrange for its own audits; 
a for profit contractor organized in

the United States that has a direct contract with A.I.D. is
 
audited by the cognizant U.S. Government Agency; a private

voluntary organization organized outside the United States with a

direct grant from A.I.D. is required to arrange for its own

audits; and a host country contractor should be audited by the
cognizant Grantee contracting agency). The Grantee shall ensure
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that appropriate corrective actions are taken on the

recommendations contained in the subrecipients' audit reports;

consider whether subrecipients' audits necessitate adjustment of
its own records; and require each subrecipient to permit

independent auditors to have access to records and financial
 
statements as necessary.
 

(f) A.I.D. may, at its discretion, perform the audits
required under this Agreement on behalf of the Grantee by
utilizing funds under the Grant or other resources available to
A.I.D. for this purpose. 
The Grantee shall afford authorized
 
representatives of A.I.D. the opportunity at all reasonable times
to audit or inspect the Project, the utilization of goods and

services financed by A.I.D., 
and books, records and other
 
documents relating to the Project and the Grant.
 

F. 
The Annex 1 Project Description is amended by deleting
 

Annex 1 in its entirety and substituting therefor the new Annex I
 

Project Description attached hereto entitled "Cost Recovery
 

Programs for Health" including the new "Illustrative Financial
 

Plan" denoted as Attachment A to Annex I.
 

SECTION 2. Ratification. The Grantee will take all
 

necessary action to complete all legal procedures necessary to
 

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

as possible of the fact of such ratification.
 

SECTION 3. Language of Amendment. This Amendment is
 

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

or conflict between the two versions, the English language
 

version will prevail.
 

SECTION 4. Except as specifically amended or modified
 

herein, the Grant Agreement shall remain in full force and effect
 

in accordance with all of its terms.
 

SECTION 5. This Amendment shall. enter into force when
 

signed by both parties hereto.
 



IN WITNESS WHEREOF, the Arab Republic of Egypt and the
 

United States of America, each acting through its respective duly
 

authorized representatives, have caused this Amendment to be
 

signed in their names and delivered as of the day and year first
 

above written.
 

ARAB REPUBLIC OF EGYPT 
 UNITED STATES OF AMERICA
 

BY :4 BYJBY& aI mA 
NAME : Dr. Maurice Makramallah 
 NAME : Robert H. Pelletreau
 

TITLE : Minister of State for 
 TITLE: American Ambassador
 
International Cooperation
 

BY :IBY
 

NAME : Dr. Hassan Selim 
 NAME : Henry assford
 

TITLE : Administrator of the 
 TITLE: Director,
 
Department for Economic 
 USAID/Ecrypt

Cooperation with U.S.A.
 



ANNEXI
 

Cost Recovery Programs for Health 
A.I.D. Project No. 263-0170
 

A. Project Purpose
 

The Project purpose is to broaden and diversify approaches for
 
financing personal health services in Egypt. 
The following

Component sub-purposes support the overall Project purpose:
 

1. Component One: To develop and test cost recovery

systems in selected MOH facilities as a model for country

wide application.
 

2. Component Two: To improve efficiency, utilization and
 
management of existing cost recovery organizations.
 

3. Component Three: To expand private sector financing of
 
individual, group and pre-paid health care practices.
 

B. Proiect Description
 

To achieve its purpose, the Project will fund an integrated
 
program directed toward expanding and improving health care and
 
cost recovery services. The estimated life-of-project is nine
 
years.
 

The Project consists of three interrelated Components focusing
 
on:
 

1. Component One: ImplementinQ Cost Recovery Systems in
 
GOE/MOH facilities - For five Phase A facilities, A.I.D.
 
will fund a complete package of technical assistance,

training, renovations, and equipment. If these pilot

facilities prove successful in meeting cost recovery

criteria set by the Project, the intention is to expand the
 
provision of technical assistance and training to five
 
additional Phase B hospitals/polyclinics that are in good

condition and could benefit immediately from better
 
management and improN" systems. It is expected that the
 
management of each cc :ecovery facility will develop and
 
implement their cost : -overy systems by improving staff,
 
management, facilities, maintenance and services through

appropriate contracting, training or other inputs.
 

By 
the end of the project, the Phase A facilities should be

generating revenues to cover approximately i00 percent of
 



non-personnel operating costs through user fees and third
 
party payments. 
Technical and management capability will be
in place within the MOH to replicate the cost recovery model
 
to other MOH facilities.
 

2. Component Two: Management Improvements for Current CostRecovery Orqanizations - This Component focuses on improving
the operational effectiveness and efficiency of current

operating cost recovery systems, emphasizing management

improvements. 
The targeted organizations are the Health

Insurance Organization (HIO) and the Curative Care
 
Organization (CCO).
 

Priority areas include improving cost recovery financing,

service delivery, maintenance, and inventory management

systems. Automated management information systems (MIS)

will be installed in both organizations.
 

3. Component Three: Expanded Financing of Private Health
 
Care Practices - This Component supports loan guarantees

through the Credit Guarantee Corporation (CGC). The CGC,

under Law 159, is operating as an independent, private

sector joint-stock corporation. The loan guarantees

facilitate the flow of formal credit resources to health
 care providers at existing financial rates. 
On the basis of

demonstrated performance by CGC acceptable to A.I.D.,

tranches of funds are disbursed to CGC from the Special

Account, subject to availability of funds, to guarantee

loans to medical practitioners to open new practices or

expand existing ones, especially in underserved areas.
 

In addition, innovative financing and health delivery

mechanisms in the private sector will be promoted.

Emphasis will be on introducing managed care practices.
 

C. Project Implementation
 

An Executive Steering Committee has been appointed by the
Minister of Health to provide policy, advisory and coordinating
assistance to project activities and participants. Membership
consists of representatives of the Ministry of Health, the
Ministry of International Cooperation, CGC, HIO, CCO, the Medical
Syndicate, a private health care provider, and the USAID Project

Officer (as a non-voting member).
 

1. Compnent One is managed by a Project Directorate

reporting to the Minister of Health. 
The Directorate is
semi-autonomous, with administrative, personnel, financial
 
and operational responsibility, including planning,

implementing and monitoring the component.
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2. 
 Component Two activities are managed through existing
staff of HIO and CCO. 
 For example, activities for HIO will
be supervised by their Management Information Systems

office. 
 Component activities will be coordinated with other

implementing agencies through the Executive Steerina
 
Committee.
 

3. Component Three is managed by the CGC under Law 159 
as
 an independent, private sector joint-stock corporation with
 a Board of Directors. 
The Board is responsible for
approving policy decisions, monitoring implementation

performance, and providing general guidance to the
 
Corporation's management.
 

D. Procurement Plan
 

Project goods and services are being provided through both A.I.D.

direct and host country contracts.
 

1. Techni .i Assistance: The following technical services
 
will be pruvided under each component:
 

a. Component One 
- A.I.D. will provide funds for

technical services for approximately nine years to
assist the Project Directorate in converting health
 
care facilities. 
Future year funds for conversion of

additional Phase B health care facilities will be based
 upon progress in implementing cost recovery goals in
 
Phase A facilities.
 

b. Component Two - Technical services are being

obtained for implementing management improvements and
 
management information systems at HIO and CCO.
 

c. Component Three -
Technical assistance has been
 
provided to CGC for the loan guarantee fund. In
addition, technical services will also be provided to

advise physicians and practitioners on establishing and
maintaining private and group practices, insurance

schemes and health and maintenance type organizations

and be responsible for assisting the Project on

establishing credit mechanisms for the Project.
 

In order to proceed with project implementation, A.I.D. also
 uses the short term technical services of other

competitively awarded contractors on an 
interim basis.
 

2. Commodities: 
 A.I.D. funds are provided to purchase

hospital and medical supplies; equipment; and computer

hardware, software and peripherals. Procurement of hospital

equipment is through a Procurement Service Agency.
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Technical services are provided for assisting in equipment

specifications.
 

3. Renovation of Health Care Facilities: A.I.D. funds are
being provided for renovating health care facilities,

provided MOH submits satisfactory management and engineering

plans acceptable to USAID.
 

E. Financial Plan
 

Attachment A presents the A.I.D. and Government of Egypt

contribution respectively.
 



ATTACHMENT A
ILLUSTRATIVE FINANCIAL PLAN
 
COST RECOVERY PROGRAMS FOR HEALTH
 

PROJECT 263-0170
 

A.I.D. CONTRIBUTION 

LINE ITEM PREVIOUS AID OBLIGATION
 
TO DATE 
 FY 93 OBLIGATION CURRENT AID OBLIGATION 

FX LC TOTAL FX LC 'TOTAL FX LC TOTAL 
SUPPORT SERVICES 200 LC TOTAL1.600 1.800 100 550 650 300 2,150 2.450 
TECHNICAL ASSISTANCE 12,090 2.510 14.600 4.552 130 4.682 16.642 2,640 19.282 
EQUIPMENT/COMMODITIES 5.620 1.980 7.600 4.100 1,500 5,600 9,720 3.480 13.200 
FACILITY RENOVATION 1.400 3.100 4.500 -0- 488 488 1.400 3,588 4.988 
TRAINING 820 580 1.400 100 210 310 920 790 1,710 
EVALUATION/AUDIT 60 40 100 50 20 
 70 110 
 60 170
 
CONTINGENCY -0- -0- .0- 100 100 
 200 100 100 200 

TOTAL 
 20.190 9.810 30.000 9.002 2.998 12.000 29.192 12.808 42.000 

"Technical Assistance, includes contract funded equipment, hardware, and software.
 

G.O.E. CONTRIBUTION
 
(LE0ooo)
 

LINE ITEM CASH 
 IN-KIND SUB-TOTAL 

EQUIPMENT/COMMODITIES 
5,394 -0-
 5.394 

RENOVATION/CONSTRUCTION 
6.940 - 0  6.940 

SUPPORT SERVICES/TRANSPORT 9.707 35,188 44.895 
CREDIV GUARANTEE FUND 68.845 -0 68.845 

TOTAL 90.886 35.188 126.074 

* 
"Equipment/Cmnodities" and "Renovation/Constructions consist of Bab 3 support to cost recovery facilities.
 
* "Support Services/Transport" consists of Bab 1 and 2 support to the cost recovery facilities as well
retated support of the Project Directorate, 1110, and CCO. 

as Project

This tine item includes FT-800 funded participant travel
of LE 344,810.
 

* "Credit Guarantee Fund" is FT-800 funded.
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