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PROJECT AUTHORIZATION 

Name of Country Arab Republ1c of Egypt 

Name of ProJect Telecommun1cat1ons sector Support 

Number of ProJect: 263-0223 

1 Pursuant to Sect10n 531 of the Fore1gn Ass1stance Act of 
1961, as amended (the "Act"), I hereby author1ze the 
Telecommun1cat10ns Sector Support ProJect (the IProJect") for the 
Arab Republ1c of Egypt ("Cooperat1ng Country") 1nvolv1ng planned 
obl1gat10ns not to exceed th1rty m11110n Un1ted states Dollars 
($30,000,000) 1n grant funds over a SlX year per10d from the date 
of author1zat1on, subJect to the ava1lab111ty of funds 1n 
accordance w1th the A I D Operat1ng Year Budget/Allotment 
process, to help 1n f1nanc1ng the fore1gn-exchange and 
local-currency costs of goods and serV1ces requ1red for the 
ProJect The est1mated 11fe of the ProJect lS SlX years from 
date of 1n1t1al obl1gat10n 

2 The ProJect w111 ass1st the Government of Egypt 1n 
accelerat1ng and enhanc1ng the evolut1on of ARENTO 1nto a fully 
autonomous and eff1c1ent telecommun1cat10ns ut111ty 

3 The ProJect Agreement may be negot1ated and executed by the 
off1cers to whom such author1ty 1S delegated 1n accordance w1th 
A I D regulat10ns and Delegat10ns of Author1ty The ProJect 
shall be subJect to the follow1ng essent1al cond1t10n, together 
w1th such other terms, cond1t10ns, and covenants as A I D may 
deem appropr1ate 

Source and Or1g1n of Goods and SerV1ces 

Goods and serV1ces f1nanced by A.I.D under the ProJect, 
except for ocean sh1pp1ng, shall have thelr source and or1g1n In 
the Un1ted States, or as author1zed pursuant to the requ1rements-­
of AID Handbook 1B, Chapter 18, except as the USAID/Ca1ro M1SS10n 
Dlrector, or hls/her des1gnee, may otherwlse agree In wr1t1ng. 
Ocean sh1pplng flnanced by A.I D. under the ProJect shall, except 
as A I.D. may otherw1se agree 1n wrltlng, be f1nanced on flag 
vessels of the Un1ted states. 



4 Based upon the Just1f1cat1on set forth 1n the ProJect Paper, 
I hereby determ1ne, 1n accordance w1th Sect10n 612(b) of the Act, 
that the expend1ture of Un1ted states Dollars for the procurement 
of goods and serV1ces 1n Egypt 1S requ1red to fulf1ll the 
purposes of th1s ProJect; the purposes of th1s ProJect cannot be 
met effect1vely through the expend1ture of U.S.-owned local 
currenC1es for such procurement; and the adm1n1strat1ve off1c1al 
approv1ng local cost vouchers may use th1s determ1nat1on as the 
bas1s for the cert1f1cat10n requ1red by Sect10n 612(b) of the 
Act. 

Clearances 

I~OD/DR/PT, JHunt 
l' AD/DR, PThorn 

PDS/PS, GRWhaley 
AtAD/PDS, JMa11ck 
A/AD/FM, NW1Jesoor1ya 
A/D/DIR, DClark 

/ ~Date 

Drafted:LEG:VMoore:6/24/93-PAUTH223 
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TELECOMMUNICATIONS SECTOR SUPPORT PROJECT 

263-0223 

SUMMARY AND RECOMMENDATION 

INTRODUCTION 

Throughout the developlng world, the unsatlsfled demand for 
telecommunlcatl0ns serVlces far exceeds supply Wlth accesslble 
and rellable telecommunlcatl0ns servlces, many of the physlcal 
constralnts on organlzatl0nal communlcatlons are removed In 
varlOUS sectors of the economy, permlttlng lncreased productlvlty 
through better management In both the prlvate and publlC sectors, 
maklng It posslble to adopt dlfferent organlzatl0nal structures 
and locatl0ns, and aldlng the evolutlon of lncreaslngly complex 
organlzatl0ns Wlth lmproved telecommunlcatl0ns, markets galn In 
effectlveness, more rapld response to market slgnals becomes 
posslble, and access to market lnformatl0n lS extended to 
vlllage, town, clty, regl0nal, natlonal and worldwlde levels. 

Telecommunlcatl0ns wlthln Egypt have evolved from the 
lnstallatlon of the flrst telegraph servlce, between Calro and 
Alexandrla, In 1854 The Egyptlan Telegraph and Telephone 
Admlnlstratlon was establlshed In 1918 and all telecommunlcatlons 
facllltles have remalned state-owned. Overall management of the 
telecommunlcatlon sector lS the responslblllty of the Mlnlstry of 
Transportatl0n, Communlcatlon and Marltlme Transportatl0n 
(MTCMT), resultlng from the consolldatlon of the Mlnlstry of 
Communlcatl0ns and other related Mlnlstrles When the sector was 
consolldated In 1957, responslblllty for operatl0n, management 
and development of all publlC telecommunlcatl0ns facllltles was 
asslgned to the Arab Republlc of Egypt Telecommunlcatl0n 
Organlzatlon (ARETO), a seml-autonomous entlty wlth authorlty for 
day to day admlnlstratl0n and operatlons of the 
telecommunlcatl0ns network, both domestlcally and 
lnternatl0nally. 

From ARETO's lnceptl0n, the slngle maJor constralnt lmpedlng 
sector development has been lnsufflclent lnvestment, In large 
part a consequence of Egypt's general shortage of resources and 
the lack of forelgn exchange. Consequently, serVlce became 
unrellable and grossly ~nadequate ~n relat~on to usage, result~ng 
~n severe peak perlod trafflc congestlon In local and long 
dlstance networks and other serl0US problems 

Slnce 1978, USAID and the GOE have JOlntly lmplemented four 
proJects In the telecommunlcatl0ns sector totalllng $323 mllll0n 
Three proJects, Telecommunlcatl0ns I, II, and III, were completed 
In 1989. The Telecommunlcatlons IV ProJect, authorlzed In 1988 
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and amended In 1992, lS contlnulng the actlvltles of the 
predecessor proJects by provldlng $82 mllllon to flnance the 
lnstallatlon of state-of-the-art dlgltal sWltchlng systems (DSS) 
to serve new exchanges, expand eXlstlng exchanges, and replace 
obsolete exchanges; as well as rehabllltate and expand assoclated 
outslde plant (OSP) cable networks and traln operatlons and 
malntenance staff. The Telecommunlcatlons IV proJect lS also 
flnanclng a serles of studles and assessments of the 
telecommunlcatlons sector, lncludlng: a sector/lnstltutlonal 
assessment study, a study of telecommunlcatlons serVlces prlclng 
(tarlffs), and an operatlon and malntenance requlrements 
(stafflng and tralnlng) study. 

As a result of these actlvltles, slgnlflcant progress has been 
made over the past ten years to meet a portlon of the demand for 
effectlve telecommunlcatlons serVlce In Egypt The 
telecommunlcatlons network has expanded rapldly between 1981 and 
1992: the number of communltles connected to the dlrect dlal 
network lncreased from seven to 189, the number of lnternatlonal 
Clrcults lncreased from 820 channels to 5560 channels; the number 
of telephone llnes lncreased from 510,000 to 2 5 mllllon llnes; 
and the telephone denslty lncreased from 1.2 to 4 llnes per 100 
populatlon In splte of a populatlon lncrease of 25 percent. 

In addltlon, there has been progress In POllCy and lnstltutlonal 
reform The legal framework to achleve the reforms was put In 
place wlth the enactment of GOE Law 153 (see Annex N), lssued on 
July 14, 1980 Law 153 transformed the ARETO organlzatlon lnto 
the Arab Republlc of Egypt Natlonal Telecommunlcatlons 
Organlzatlon (ARENTO) and establlshed ARENTO as an autonomous 
entlty ThlS law grants ARENTO the rlght to, among other thlngs, 
set rates, tarlffs, and cost of serVlces, retaln ltS tarlff 
revenues; and, propose lts own personnel regulatlons - all 
subJect to approval by the Mlnlster of Transport, Communlcatlons 
and Marltlme Transportatlon. 

Wlth the passage of GOE Law No. 153 In 1980, ARENTO legally 
became an autonomous organlzatlon. Over the past 13 years, 
ARENTO has lmproved ltS management structure and flnanclal 
condltlon. Several lncreases In telecommunlcatlon tarlffs and 
connectlon fees have been enacted, but tarlffs for domestlc 
serVlce are not sufflclent to recover costs Conversely, ARENTO 
revenues on lnternatlonal serVlce far exceed costs and are ltS 
maln source of forelgn exchange revenue. As a result, ARENTO's 
operatlng marglns have lmproved conslderably over the decade, 
enabllng ARENTO to borrow the necessary funds to flnance system 
expanslon and serVlce ltS outstandlng debt 

Even though ARENTO lS legally an autonomous organlzatlon wlth the 
authorlty to retaln lts revenues for use In the expanslon and 
malntenance of the network, In practlce ARENTO remalns a seml­
autonomous entlty dependent on the MTCMT for all maJor declslons 
1nvolv1ng f1nances, tar1ffs, and employment, and lS sUbJect to 
substant1al revenues be1ng channeled to other organ1zat10ns 
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w1th1n the MTCMT for the1r own expans10n and/or operat10n. 
ARENTO must not only cont1nue to ma1nta1n control over da11y 
operat1ng costs, but more 1mportantly adJust tar1ffs for 
serv1ces, 1mprove cash flow, reta1n operat1ng surpluses, prov1de 
for the ret1rement of obsolete sW1tch1ng systems, expand the 
network and prov1de appropr1ate levels of ma1ntenance of the 
network by ensur1ng suff1c~ent revenue to keep pace w1th costs 

A goal of the Government of Egypt (GOE) 1S to 1ncrease and 
1mprove the standard of 11v1ng for ~ts c1t1zens To ach1eve th1s 
goal, the GOE has embarked on a maJor econom1C reform program 
des1gned to stab111ze the Egypt1an economy, remove d~stort~ons, 
and g1ve a new found 1mpetus to the pr1vate sector as a central 
element ~n ~ts growth strategy The GOE has recogn1zed that 
eff~c~ent and rel~able commun1cat10ns, both domest1c and 
1nternat10nal, are essent~al to ach1ev~ng 1tS product1v~ty and 
standard of 11v~ng goals 

ARENTO has developed an 1nvestment plan for the 1992-1997 per~od 
based on the pr~or~t~es and obJect1ves of the GOE. ARENTO's 
f~ve-year development and ~nvestment plan has f1ve pr1mary 
obJect1ves. expanded telecommun1cat10n serv1ces, replacement of 
obsolete sW1tch1ng equ1pment, enhancement of network ma1ntenance, 
1mprovement 1n network performance, eff1c1ency and rel1ab111ty 
(call complet1on rates), and enhancement of the capab111t1es of 
ARENTO employees through tra1n1ng ARENTO plans to generate 
about 80 percent of requ~red cap1tal expend1tures and obta1n the 
balance of fund~ng from other sources 

The Telecommun1cat~ons Sector Support ProJect 1S ~n conform1ty 
w1th Egypt's strategy for econom1C reforms and development of the 
pr1vate sector The proJect would prov1de fund1ng to f1nance 
equ1pment, techn1cal ass~stance and serv1ces, and tra1n1ng to 
support ARENTO ~n ach~ev1ng the obJect1ves of the GOE's 
1nvestment plan for telecommun1cat1on network modern1zat~on and 
expans~on In terms of the number of new or replaced telephone 
connect10ns, the proposed proJect would contr1bute nearly 20 
percent of the proJected F1ve Year Plan output of 2 5 m11110n 
11nes 

The Telecommun~cat~on Sector Support ProJect's emphas1s on 
network modern1zat~on and expans10n 1n 11ne w1th agreed-to po11cy 
reforms w111 support the M1ss10n's Strateg1c Plan Program Subgoal 
1 - Increased Econom1C Growth, Strateg1c Ob)ect1ve No 1-
Increased macro-econom1C stab111ty and market pr1c1ng, and 
Strateg1c Ob)ect1ve No 2 - Increased pr1vate 1nvestment and 
trade. Ach1evement of the proJect purpose w111 support the 
M1ss1on's Strateg1c Plan Program Subgoal 2 - enhanced human 
resource product1v~ty and qual1ty of 11fe, and Strateg1c 
Ob]ect1ve No. 6 - 1ncreased access to, and eff1c1ency and 
rel~ab111ty of, publ1c ut111t1es 1n urban target areas. 

In addItIon to fInanCIal conSIderatIons, three other factors 
contrIbuted to USAID's dec~slon to fInance a telecommunIcatIons 
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proJect (1) the 1mportance of the orderly expans10n and 
modern1zat10n of telecommun1cat10ns systems to the eff1c1ency and 
enhancement of prof1tab1l1ty 1n all sectors of the Egypt1an 
economy, part1cularly a grow1ng pr1vate 1ndustr1al sector, (11) 
prev10us POl1Cy successes 1n the telecommun1cat10ns sector, and, 
(111) the need to further enhance ARENTO's proJect management 
Sk1lls and techn1cal and organ1zat1onal capab1l1t1es that have 
evolved through the 1mplementat10n of the prev10us and present 
AID-f1nanced telecommun1cat10ns proJects 

PROJECT DESCRIPTION 

The proposed proJect cons1sts of a S1X year, $200 m1ll1on 
act1v1ty to f1nance cap1tal 1mprovements, techn1cal ass1stance 
and tra1n1ng, of Wh1Ch $120 m1ll10n w1ll leverage spec1f1c POl1CY 
and 1nst1tut1onal reforms to be 1dent1f1ed dur1ng the 1n1t1al 
stage of the proJect. 

The Goal of th1s proJect 1S to prov1de 1ncreased access to 
eff1c1ent and rel1able publ1c ut1l1t1es 1n the target areas 
(Ca1ro and Alexandr1a) The Purpose of the proJect 1S to 
accelerate and enhance the evolut10n of ARENTO 1nto a fully 
autonomous telecommun1cat10ns ut1l1ty 

When the ProJect 1S complete, ARENTO/GOE w1ll have ach1eved all 
POl1cY/1nst1tut10nal reforms set forth 1n a memorandum of 
understand1ng (MOU) to be negot1ated and executed by ARENTO and 
USAID dur1ng the f1rst year of the proJect (see Sect10n 4 1 of 
th1s proJect paper) It 1S ant1c1pated that the MOU w1ll spec1fy 
maJor POl1Cy, legal and 1nst1tut10nal reforms a1med at 
stream11n1ng management, market pr1c1ng and recovery for 
serv1ces, f1scal autonomy, and enhanced susta1nab1l1ty of the 
ut1l1ty 

The proposed proJect 1ncludes two broad categor1es of outputs, 
namely, POl1cY/1nst1tut10nal reforms and 1nfrastructure 
development (commod1t1es and equ1pment). The spec1f1c 
POl1cY/1nst1tut10nal reforms to be undertaken as a result of the 
proJect are be1ng def1ned through the sector Assessment and the 
Pr1c1ng and Operat10n and Ma1ntenance stud1es currently underway. 
The spec1f1c reforms are expected to be def1ned by ARENTO and 
agreed to by USAID dur1ng the th1rd quarter of FY 94. These 
reforms w1ll 1nclude, among other th1ngs, the modern1zat10n of 
ARENTO's operat1ng procedures and management pol1c1es as they 
relate to autonomy of operat10n, retent10n of net 1ncome, 
employee retent10n and staff development. Other reforms would 
1nclude pr1c1ng strateg1es to 1nsure an adequate return on 
ARENTO's 1nvestment and adequate cash generat10n to prov1de 
appropr1ate levels of ma1ntenance. It 1S ant1c1pated that ARENTO 
w1ll requ1re techn1cal ass1stance to 1mplement some of the POl1Cy 
reforms wh1ch are agreed to under the proJect The exact 
quantlty and type(s) of technlcal asslstance to be provlded to 
ARENTO can not be speclfled untl1 the speclflc reforms to be 

I~ 



1mplemented are 1dent1f1ed and agreed upon w1th1n the GOE and 
agreed to by USAID. 

Infrastructure development w1ll 1nclude a m1X of d1g1tal 
sW1tch1ng systems (DSS) for network expans10n and assoc1ated 
outs1de plant (OSP), replacement of obsolete crossbar sW1tch1ng 
systems, and the hardware, software and aux1l1ary systems for a 
Network Operat10ns center (NOC). The NOC w1l1 prov1de ARENTO's 
staff w1th network performance data that w1ll be ut111zed to make 
network1management dec1s10ns on a real-t1me bas1s to ach1eve 
opt1mum rel1able network operat10n. Outs1de plant, cons1st1ng of 
mult1ple pa1r cables, condu1t and duct systems, and term1nat1on 
cab1nets w111 be prov1ded, cons1stent w1th the d1g1tal sW1tch 
capac1ty of each 1nstallat10n. In the f1ve year plan ARENTO has 
tentat1vely 1dent1f1ed 364,000 new l1nes of d1g1tal sW1tch1ng and 
another 102,000 replacement 11nes of d1g1tal sW1tch1ng to replace 
obsolete crossbar sW1tches The Network Plann1ng and SerV1ce 
Improvement Task (Task 3) of the Pr1c1ng strategy study be1ng 
carr1ed out under the Telecommun1cat10ns IV ProJect, to be 
completed 1n late FY 1993, w1ll conta1n deta1led recommendat10ns 
on network expans10n and serV1ce 1mprovements to the network. 
The proJect w1ll prov1de the necessary U S. techn1cal ass1stance 
and consult1ng serV1ces to eng1neer, spec1fy, procure and oversee 
1nstallat10n of the Network Operat10ns Center, the d1g1tal 
sW1tch1ng systems, and the outs1de plant networks that w111 
connect subscr1bers to the DSS at the var10US exchanges. 

The proJect w1ll fund both 1n-country and part1c1pant tra1n1ng 
Implementat10n of tra1n1ng w1ll be through a techn1cal ass1stance 
contractor who w1l1 also be respons1ble for develop1ng the 11fe­
of-proJect tra1n1ng plan and a deta1led budget. Spec1al1zed 
operat1ons and ma1ntenance tra1n1ng w111 be prov1ded by equ1pment 
suppl1ers for the equ1pment f1nanced under the proJect 

From the results of the sector assessments and stud1es currently 
underway, ARENTO, ass1sted by the Assessment contractor, w111 
1dent1fy a package of reforms to be ach1eved over the 11fe of the 
proJect, together w1th a t1me-sequenced plan for ach1ev1ng the 
reform obJect1ves acceptable to USAID. It 1S ant1c1pated that 
the agreed-upon reforms w1ll emphas1ze (but not necessar1ly be 
11m1ted to) those 1nvolv1ng ARENTO's autonomy and f1nanc1al 
v1ab111ty. The reform package and plan w111 be 1ncorporated 1n a 
Memorandum of Understand1ng (MOU) between MTCMT, MIC and USAID, 
to be s1gned dur1ng FY 1994. 

USAID's contr1but10n of $200 m11l10n 1n LOP funds w1ll be 
author1zed and obl1gated 1n four annual tranches, w1th an 1n1t1al 
author1zat10n and obl1gat10n of $30 m1ll1on at the end of FY 
1993, followed by annual author1zat10n/obl1gat1ons of 
approx1mately $50 m11110n 1n FY 1994, and $60 m1ll1on each 1n FYs 
1995 and 1996. All funds w1ll be used by ARENTO to f1nance 
equ1pment and serV1ces There 1S no expl1c1t POl1Cy 
cond1tlonallty assoclated wlth the 1nltlal $30 mllllon obllgatlon 
(FY 1993). Authorlzatlon/obl1gatlon of the $50 mlll10n FY 1994 



tranche w1ll be cond1t1oned on formal ARENTO adopt10n (based on 
s1gnature of the MOU) of a telecommun1cat10ns sector reform 
program acceptable to USAID 

The mechan1sm for 1mplement1ng the P011Cy reform feature of the 
proJect 1S as follows. The sector reform strategy adopted by 
ARENTO and approved by USAID dur1ng the fourth quarter of FY 1994 
w1ll set out a two year reform program w1th the goal of ARENTO 
ach1ev1ng substant1al 1nst1tut10nal and f1nanc1al autonomy. The 
MOU agreed to 1n FY 1994 w1ll descr1be a set of "reform 
Ob)ect1ves," some of wh1ch (IImed1um term") are to be ach1eved by 
ARENTO and/or the GOE by the end of FY 1995, and the rema1nder 
("longer term") by the end of FY 1996. The reform Ob)ect1ves 
w1ll be well-def1ned, results-or1ented, and preferably 
quant1f1able. For each of the reform Ob)ect1ves, the MOU w1ll 
1dent1fy a set of "m1lestones" that def1ne spec1f1c po11cy 
act10ns or quant1f1ed 1nd1cators of progress toward ach1evement 
of the part1cular reform Ob)ect1ve. 

J01nt USAID-ARENTO-MTCMT reV1ews of po11cy performance 1n 
compar1son to the agreed m1lestones w1ll be conducted sem1-
annually (f1rst and th1rd f1scal year quarters) beg1nn1ng 1n FY 
1995 On the bas1s of these rev1ews, USAID w1ll determ1ne 
whether ARENTO 1S mak1ng appropr1ate progress 1n fulf1ll1ng the 
spec1f1c m1lestones and thus toward ach1ev1ng the reform 
ob)ect1ves agreed to 1n the MOU for that f1scal year. Obstacles 
to ach1ev1ng the spec1f1ed m1lestones w1ll be 1dent1f1ed and 
appropr1ate correct1ve act10ns w1ll be d1scussed The proJect 
1ncludes prov1s10ns for a long-term techn1cal ass1stance 
contractor to ass 1st ARENTO 1n 1mplement1ng the reform program. 
If deemed necessary, spec1a11zed short-term techn1cal ass1stance, 
f1nanced from the proJect, w1ll be encouraged 

If, dur1ng the fourth quarter of FY 1995, 1t 1S determ1ned that 
the reform Ob)ect1ves spec1f1ed for that f1scal year have been or 
w1ll be met, and 1f other proJect cond1t10ns and covenants are 
be1ng sat1sfactor1ly observed, USAID w1ll author1ze and ob11gate 
the relevant tranche The same approach w1ll be followed 1n FY 
1996. In case of part1al ach1evement of the reform Ob)ect1ves, 
the S1ze of each year's ob11gat1on may be adJusted to reflect the 
magn1tude of ARENTO reform efforts and of the sector's progress 
toward ach1evement of the agreed-to reform Ob)ect1ves for that 
year S1m1larly, USAID may dec1de to advance (pend1ng 
ava1lab1l1ty of funds) or defer ob11gat10n of e1ther or both of 
the two planned tranches 1f ARENTO accelerates or delays 1ts 
1mplementat10n of the po11cy reform program descr1bed 1n the MOU. 

As 1n the case of the Telecommun1cat1ons IV ProJect, the grant 
agreement w1ll 1nclude a cond1t10n precedent to d1sbursement 
call1ng for eV1dence that proJect funds for procurement of 
equ1pment and 1nstallat1on serV1ces (pro)ected at 85 percent of 
LOP fund1ng) w1ll be loaned to ARENTO from the GOE. Funds for 
technlcal asslstance and tralnlng wlll be passed to ARENTO as a 
grant. 
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ProJect feas1b1l1ty analyses 1nd1cate that the proposed proJect 
lS v1able from a techn1cal, econom1c, f1nanc1al, soc1al, 
adm1n1strat1ve, and env1ronmental standpo1nt. 

The proJect w1ll f1nance state-of-the-art telecommun1cat1on 
equ1pment typ1cal of equ1pment be1ng 1nstalled throughout the 
world on telephone systems of slm1lar Slze and d1vers1ty to 
Egypt The equ1pment 1ncorporates technology compat1ble to 
ARENTO's techn1cal expert1se. 

Based on the cost and benef1t assumpt10ns outl1ned 1n the full 
analys1s 1n ANNEX I, the f1nanc1al 1nternal rate of return (FIRR) 
lS est1mated at 11 percent, Wh1Ch 1nd1cates that the 1nvestment 
proposed for th1s proJect lS f1nanc1ally v1able. 

EmploY1ng a conservat1ve approach, the econom1C analys1s 
lnd1cates that the econom1C return to the resources 1nvested 1n 
the proJect, roughly 16 percent, lS h1gh 

The proJect wlll produce slgnlflcant soclal benef1ts, and there 
lS no slgnlflcant adverse env1ronmental 1mpact 

COST ESTIMATES AND FINANCIAL PLAN 

The proJect cost estlmates are summar1zed below: 

Table 1. summary Cost Est1mate and F1nanc1al Plan (000). 

Use 
of 

Funds 

Eng1neer1ng SerV1ces 

Equ1p. and Instal. SerV1ces 

TA and Tra;n1ng 

Aud1t and Evaluat10n 

cont1ngency 

TOTAL 

1 
2See Table 4, Sect~on 3 6 

Source of Funds 

USAID - $ 

17,000 

141,300 

13,000 

300 

28,4002 

200,000 

GOE - LE 

87,0001 

100,0003 

3Based on 20 percent of equ~pment cost 
Includes LE 13 m~ll~on ~n-k~nd contr~but~on - see Table 4, Sect~on 3 6 
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AID obllgatlon wlll be $200 mllllon In llfe-of-pro)ect funds, 
wlth an lnltlal obllgatlon of $30 mllllon at the end of FY 1993 
as summarlzed below 

Table 2. Ob11gat10n of ProJect Funds ($000). 

OblIgatIon Schedule 

Project Element Total 

FY 93 FY94 FY9S FY96 

Engmeenng Services 15,000 1,000 1,000 0 17,000 

Eqrup and Instal Services 14,900 31,000 49,900 45,500 141,300 

T A and Trallling 0 10,000 3,000 0 13,000 

Audit and Evaluataon 100 0 100 100 300 

Contangency 0 8,000 6,000 14,400 28,400 

TOTAL 30,000 50,000 60,000 60,000 200,000 

CUMULATIVE TOTAL 30,000 80,000 140,000 200,000 

The AID annual obllgatlon wlll cover the expendltures for 
englneerlng servlces, technlcal asslstance and tralnlng, 
equlpment and lnstallatlon servlces, audlt and evaluatlon, and 
contlngency The AID annual proJected expendltures by proJect 
elements are shown In Table 3 below 

Table 3. Expend1ture proJect1ons ($000) • 

ExpendIture Schedule 
Project Total 
Element 

FY93 FY 94 FY95 FY96 FY97 FY 98 FY99 

Englneenng ° 2,000 5,000 6,000 2,000 1,500 500 17,000 
Services 

EquIP and ° 5,000 20,000 60,000 40,000 16,000 300 141,300 
Instal 
Services 

TA and 0 0 4,000 5,000 2,000 1,500 500 13,000 
Tramlng 

Audit and 0 100 0 100 0 ° 100 300 
Evaluation 

Contingency ° 0 7,000 6,000 15,000 400 0 28,400 

TOTAL 0 7,100 36,000 77,100 59,000 19,400 1,400 200,000 

CUM TOTAL 0 7,100 43,100 120,200 179,200 198,600 200,000 

xv 
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The proJected GOE cash and 1n-k1nd contr1but10n 1S presented 1n 
Table 4 below. 

Table 4. Est1mated GOE Contr1but1on (LE 000). 

Contr1but10n Schedule 

Item Total 

1993 1994 1995 1996 1997 1998 

Cash - BAB 3 0 20,000 20,000 20,000 20,000 7,000 87,000 

In kind Land 0 5,000 5,000 ° 0 ° 10,000 

In land BUildings 0 1,000 ° 0 ° ° 1,000 

In-kind BAB 1 0 200 200 200 200 200 1,000 
Salen •• 

In kind BAB2 0 200 200 200 200 200 1,000 
Operating Costs 

TOTAL 0 26,400 25,400 20,400 20,400 7,400 100,000 

PROJECT NEGOTIATION STATUS 

The proposed proJect act1v1t1es, requ1red resources, and 
lmplementat10n arrangements have been dlscussed w1th ARENTO and 
the MTCMT The GOE and ARENTO agree 1n pr1nc1ple w1th the 
obJect1ves and lmplementat10n gU1dellnes set forth for the 
proJect. It should be noted that the actual reforms to be 
undertaken by ARENTO w1th1n the proJect w1ll not be agreed upon 
untll the end of the f1rst year of lmplementatlon 

RECOMMENDATION 

The ProJect Team recommends that a grant of $200 mlll10n be 
approved for the Telecommun1catl0ns sector Support ProJect, to be 
authorlzed and obllgated In tranches as descrlbed In the attached 
proJect paper. The grant wlll be for a SlX year perl0d, and wlll 
be authorlzed/obllgated In four lncrements - $30 mllllon In FY 
1993, $50 mlll10n In FY 1994, $60 mllll0n In FY 1995, and $60 
mllllon ln FY 1996. 

XVl 
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1.0 PROJECT BACKGROUND AND RATIONALE 

1.1 INTRODUCTION 

Telecommun1cat1ons 1nfrastructure 1S a s1gn1f1cant 1nput to 
the product1ve process Throughout the develop1ng world, the 
unsat1sf1ed demand for telecommun1cat10ns serV1ces far exceeds 
supply, and tYP1cally appl1cat1ons for serV1ce represent a 
substant1al percentage of the number of eX1st1ng telephone 11nes. 
New appl1cants frequently wa1t many years to obta1n serV1ce and 
all too often, a large proport1on of the potent1al demand for 
telecommun1cat10ns serV1ces rema1ns unrecorded and emerges only 
as the system 1S perce1ved to be expand1ng. When there are acute 
shortages of telephone 11nes, the proport1on of subscr1bers who 
are very 1ntens1ve users tends to be h1gh, and the average number 
of calls per 11ne 1S also h1gh, lead1ng to frequent congest10n of 
the local and long d1stance serV1ces. Th1s congest10n 1S due 1n 
part to 1nsuff1c1ent call traff1c handl1ng capac1ty of telephone 
exchanges and from the h1gh proport10n of the t1me the called 
telephone 1S 1n use. 

W1th access1ble and rel1able telecommun1cat1ons serV1ces, many of 
the phys1cal constra1nts on organ1zat10nal commun1cat1ons are 
removed 1n var10US sectors of the economy, perm1tt1ng 1ncreased 
product1v1ty through better management 1n both the pr1vate and 
publ1C sectors, mak1ng 1t poss1ble to adopt d1fferent 
organ1zat1onal structures and locat10ns, and a1d1ng the evolut10n 
of 1ncreas1ngly complex organ1zat1ons W1th 1mproved 
telecommun1cat10ns, markets ga1n 1n effect1veness, more rap1d 
response to market s1gnals becomes poss1ble, and access to market 
1nformat1on 1S extended to v11lage, town, C1ty, governorate, 
reg1onal, nat10nal and worldw1de levels Not to be overlooked 1S 
the r1se 1n the eff1c1ency of household operat10ns as 
telecommun1cat10n allows 1mproved access to goods and serV1ces, 
and forms of work are supported that requ1re some 1ntegrat10n of 
the work place and home. 

1.2 BACKGROUND 

Telecommun1cat10ns w1th1n Egypt have evolved from the 
1nstallat1on of the f1rst telegraph serV1ce, between Ca1ro and 
Alexandr1a, 1n 1854. The f1rst telephone exchange 1n Egypt was 
manufactured by the Amer1can Bell Ed1son Company 1n 1881. The 
Egypt1an Telegraph and Telephone Adm1n1strat1on was estab11shed 
1n 1918 and all telecommun1cat10ns fac1l1t1es have rema1ned 
state-owned Overall management of the telecommun1cat10n sector 
1S the respons1b111ty of the M1n1stry of Transportat1on, 
Commun1cat10n and Mar1t1me Transportat10n (MTCMT), result1ng from 
the consol1dat10n of the M1n1stry of Commun1cat10ns and other 
related M1n1str1es When the sector was consol1dated 1n 1957, 
respons1b111ty for operat10n, management and development of all 
publlC telecommunlcatlons facllltles was asslgned to the Arab 



Republ1c of Egypt Telecommun1cat10n Organ1zat10n (ARETO), a sem1-
autonomous ent1ty w1th author1ty for day to day adm1n1strat10n 
and operat10ns of the telecommun1cat10ns network, both 
domest1cally and 1nternat10nally 

From ARETO's 1ncept10n, the s1ngle maJor constra1nt 1mped1ng 
sector development has been 1nsuff1c1ent 1nvestment, 1n large 
part a consequence of Egypt's general shortage of resources and 
the lack of fore1gn exchange. As a result, the Egypt1an 
telecommun1cat10ns system lacked the necessary f1nanc1ng to 
expand the eX1st1ng system to meet the grow1ng publ1c demand for 
telephone serV1ce, or to ma1nta1n the eX1st1ng network. 
Consequently, serV1ce became unrel1able and grossly 1nadequate 1n 
relat10n to usage, result1ng 1n severe peak per10d traff1c 
congest10n 1n local and long d1stance networks. Nat10nw1de, less 
than 1 2 telephones eX1sted per 100 populat10n In the urban 
areas of Ca1ro and Alexandr1a, there were fewer than f1ve 
telephones per 100 populat1on, and even among those w1th 
telephones only 25 percent of the calls attempted were 
successfully completed Telephone serV1ce was so unrel1able that 
even next door ne1ghbors could not successfully call one another 
over the telephone, let alone make calls to the rest of the C1ty 
or to other c1t1es and countr1es 

Respond1ng to a request by the Government of Egypt (GOE) 1n 1977, 
USAID f1nanced an 1n-depth telecommun1cat10ns sector study, the 
scope of wh1ch 1ncluded an 1nvest1gat10n, reV1ew and evaluat10n 
of the performance of the Egypt1an telecommun1cat10ns system; the 
development of a Master Plan for meet1ng the short and long term 
telecommun1cat10n needs of Egypt, and, the preparat10n of a plan 
to strengthen the eX1st1ng network unt11 the more comprehens1ve 
and longer term development plans were 1mplemented The study 
resulted 1n the launch1ng by the Egypt1an Government of an 
amb1t10us 20-year, $20 b11110n program to rehab111tate and 
modern1ze the telecommun1cat10ns network 

S1nce 1978, USAID and the GOE have J01ntly 1mplemented four 
proJects 1n the telecommun1cat10ns sector total11ng $323 m1ll1on. 
Three proJects, Telecommun1cat10ns I, II, and III, were completed 
1n 1989. These three proJects, totall1ng $241 m11110n, prov1ded 
f1nanc1ng for: (1) consultant serv1ces; (11) equ1pment to replace 
10 obsolete motor-dr1ven rotary telephone sW1tch1ng systems 1n 
Ca1ro and Alexandr1a w1th electron1cally controlled sW1tch1ng 
systems, 1ncreas1ng the1r capac1ty from 127,000 11nes to 295,000 
11nes; (111) equ1pment and mater1als to expand and rehab1l1tate 
assoc1ated outs1de plant cable networks; and, (1V) tra1n1ng of 
operat10ns and ma1ntenance staff. 

Comprehens1ve pol1cy cond1t10nal1ty affect1ng the f1nanc1al 
performance of ARETO was 1ncluded 1n the 1978 Telecommun1cat10ns 
I ProJect Key POl1Cy reform proJect covenants requ1red ARETO 
and/or the GOE to prepare a tar1ff structure suff1c1ent to cover 
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the costs of future operat10ns, serV1ce debt, and prov1de an 
acceptable contr1but10n to long-term 1nvestment; ma1nta1n a 
debtjequ1ty rat10 of 70.30; freeze staff S1ze and restr1ct the 
number of new h1res to the annual turnover rate; and, reorgan1ze 
ARETO under 1ts own spec1al charter as an autonomous ent1ty. The 
latter reform was to 1nclude author1t1es and r1ghts for ARETO to: 
establ1sh Subs1d1ary compan1es able to part1c1pate 1n J01nt 
ventures; establ1sh a reasonable ratejtar1ff structure; establ1sh 
a reasonable wage structure, be free from GOE employment quotas, 
d1scharge unproduct1ve workers; el1m1nate ARETO's legal 
obl1gat10n to turn over all 1tS prof1ts to the M1n1stry of 
F1nance and to depend on the GOE budgetary process to obta1n 
necessary operat1ng and 1nvestment funds; appo1nt top managers 
w1thout pr10r GOE approval; and, establ1sh account1ng, f1nanc1al 
report1ng and 1nventory d1sposal systems des1gned to serve the 
telecommun1cat10ns 1ndustry, free of governmental requ1rements. 

All of the above pol1cy reform covenants were extended 1nto the 
Telecommun1cat1ons II, and, eventually, the Telecommun1cat10ns 
III ProJect. The Telecommun1cat1ons II ProJect added a covenant 
to assure that ARETO would collect payment for telecommun1cat1ons 
serV1ces prov1ded to GOE ent1t1es Ult1mately, the legal 
framework to ach1eve the reforms was put 1n place w1th the 
enactment of GOE Law 153 (see Annex N), 1ssued on July 14, 1980 
Law 153 transformed the ARETO organ1zat1on 1nto the Arab Republ1c 
of Egypt Nat10nal Telecommun1cat10ns Organ1zat10n (ARENTO) and 
establ1shed ARENTO as an autonomous ent1ty The law grants 
ARENTO cons1derable autonomy 1n key areas such as pr1c1ng of 
serv1ces, retent10n of revenues, and establ1shment of 1nternal 
pol1c1es and procedures Key prov1s1ons of the law are conta1ned 
1n Art1cles 6 and 8, where1n ARENTO 1S author1zed to reta1n 1ts 
revenues and prof1ts, 1nclud1ng re1mbursement from the GOE for 
the d1fference between tar1ffs set by ARENTO's Board of 01rectors 
and those f1xed by the GOE (1f the latter are lower than the 
former) Other prov1s10ns of the law descr1be the compos1t10n of 
ARENTO's Board of 01rectors and 1tS powers (Art1cle 17), 
1nclud1ng the power to overr1de a m1n1ster1al veto (Art1cle 20), 
and grant the Board w1de author1ty for determ1n1ng ARENTO's plans 
and programs, def1n1ng the organ1zat10nal structure, sett1ng 
rates and tar1ffs, propos1ng personnel regulat1ons, etc. (Art1cle 
18) • 

The Telecommun1cat10ns IV ProJect, author1zed 1n 1988, prov1ded 
$40 m11110n to f1nance· (1) consultant serV1CeSj (11) the 
1nsta1lat1on of state-of-the-art d1g1tal sW1tch1ng systems (OSS) 
to serve new exchanges w1th a capac1ty of 74,000 l1neSj (111) 
expans10n of two eX1st1ng exchanges by 24,000 l1neSj (1V) 
rehab1l1tat10n and expans10n of assoc1ated outs1de plant (OSP) 
cable networks; and, (v) tra1n1ng of ARENTO operat1ons and 
ma1ntenance staff A $42 m11l1on amendment to Telecommun1cat10ns 
IV was author1zed 1n 1992. Th1s amendment 1S f1nanc1ng: (1) the 
expans10n and 1n1t1al replacement of the obsolete 
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electromechanlcal (crossbar) sWltchlng systems In four exchanges 
(totalllng 80,000 llnes) wlth dlgltal sWltchlng systems, (11) 
lnltlal development of a centrallzed operatl0n and malntenance 
(COM) center for the DSS, and, (111) tralnlng of ARENTO staff to 
effectlvely operate and malntaln the DSS and COM facllltles. 
Whlle the Telecommunlcatlons IV ProJect dld not lnclude POllCy 
condltlonallty, a covenant provlded that speclfled funds be 
utlllzed for a serles of studles and assessments of the 
Telecommunlcatl0ns Sector that would lnclude: a 
sector/lnstltutl0nal assessment study, a study of 
telecommunlcatlons serVlces prlclng (tarlffs), and an operatlon 
and malntenance requlrements (stafflng and tralnlng) study. 

USAID has also provlded $83 6 mllll0n In addltl0nal asslstance to 
the telecommunlcatl0ns sector from the Commodlty Import Program. 
These funds were utlllzed for the procurement of mlcrowave 
communlcatlons systems totalllng $78 9 mllll0n and for the 
procurement of a dlgltal sWltchlng system for Alexandrla totallng 
$4 7 mllll0n. USAID's overall asslstance to the Egyptlan 
telecommunlcatl0ns sector totals $406.6 mllllon. Other donor 
actlvlty lS summarlzed In Sectlon 1.7 below. 

1.3 ACCOMPLISHMENTS 

As a result of these actlvltles, slgnlflcant progress has 
been made over the past ten years to meet a portl0n of the demand 
for effectlve telecommunlcatlons serVlce ln Egypt ARENTO has 
dramatlcally lmproved lts physlcal plant and has made llmlted 
lmprovements In ltS lnstltutl0nal capaclty. The Egyptlan 
telecommunlcatl0ns network has expanded rapldly between 1981 and 
1992' the number of communltles connected to the dlrect dlal 
network lncreased from seven to 189, the number of lnternatl0nal 
clrcults lncreased from 820 channels to 5560 channels, the number 
of telephone llnes lncreased from 510,000 to 2.5 mllllon llnes; 
and the telephone denslty lncreased from 1 2 to 4 llnes per 100 
populatlon In splte of a populatlon lncrease of 25 percent 

Wlth regard to POllCy reform progress under the 
Telecommunlcatl0ns I, II and III proJects, ARENTO lmplemented a 
new rate structure In 1982, and lncreased telephone subscrlptl0n 
rates by 50 to 66 percent In 1985 In 1988, ARENTO llmlted 
local, unmetered call durat10n to SlX m1nutes, result1ng 1n an 
1ncrease 1n 1ntrac1ty revenues of approx1mately 25 percent. 
ARENTO 1mplemented a new rate structure 1n 1991 that 1ncreased 
telephone subscr1pt10n rates by 50 percent and 1ncreased 
1nstallatlon fees by 20 to 38 percent 1n 1992 ARENTO revalued 
1tS assets at present market value, and made some progress 1n 
collectlng telephone serV1ce b1lls from GOE entlt1es Under Law 
153, ARENTO has the r1ght to freeze the number of 1ts employees. 
However, under GOE regulat10ns ARENTO lS somet1mes forced to h1re 
new graduates As of May 1982, total ARENTO staff had decllned 
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from the prev10us peak of 50,000 to 48,000 employees However, 
the staff 1ncreased to over 54,000 by 1991, slgnall1ng ARENTO's 
funct10nal 1nab111ty to set llm1ts on the Slze of 1tS work force 

The successful 1mplementat1on (full or part1al) of some of these 
measures has slgn1flcantly 1mproved ARENTO's f1nanclal posltl0n, 
but ARENTO contlnues to utlllze annual or seml-annual subscrlber 
bll11ng and archalc bllllng, collectl0n and accountlng pract1ces 
that dlmln1sh cash generat10n However, ARENTO lS collect1ng 
suff1clent revenue on 1tS 1nternatlonal and domestlc serVlces to 
cover lts ent1re operatl0ns and malntenance costs, serVlce ltS 
debt, and flnance a portl0n of 1ts,capltal costs. The annual 
subscrlber charge of LE 45 ($13.50 )does not recover ARENTO's 
1nvestment In the domest1c phone serVlce 1ncludlng operatl0n and 
malntenance costs As a result, ARENTO's domestlc serVlce lS 
dependent on a cross-subs1dy from connectl0n fees and 
Lnternatl0nal tarlffs 

1.4 PERCEIVED PROBLEM 

W1th the passage of GOE Law No 153 1n 1980, ARENTO legally 
became an autonomous organ1zat10n Over the past 13 years, 
ARENTO has 1mproved 1ts management structure and flnanclal 
condltl0n. Several 1ncreases 1n telecommun1cat1on tarlffs and 
connect1on fees have been enacted, but tar1ffs for domest1c 
serVlce are not suff1c1ent to recover costs conversely, ARENTO 
revenues on 1nternat10nal serV1ce far exceed costs and are 1tS 
ma1n source of fore1gn exchange revenue As a result, ARENTO's 
operatlng marglns have 1mproved cons1derably over the decade, 
enabl1ng ARENTO to borrow the necessary funds to flnance system 
expansl0n and serV1ce 1ts outstandlng debt 

However, even though ARENTO lS legally an autonomous organlzatl0n 
w1th the author1ty to retaln 1tS revenues for use In the 
expans10n and ma1ntenance of the network, 1n practlce ARENTO 
remalns a seml-autonomous entlty dependent on the MTCMT for all 
maJor declsl0ns 1nvolv1ng flnances, tarlffs, and employment, and 
lS subJect to substant1al revenues be1ng channeled to other 
organlzatlons w1th1n the MTCMT for the1r own expansl0n and/or 
operatlon ~ENTO's cash flow lS not satlsfactory due to seml­
annual and annual b1l11ng cycles and 1nord1nately long collectl0n 
cycles, WhlCh result 1n addltl0nal debt serVlce. ARENTO must not 
only contlnue to malntaln control over dally operatlng costs, but 
more lmportantly adJust tarlffs for servlces, lmprove cash flow, 
retaln operatlng surpluses, provlde for the retlrement of 
obsolete sWltchlng systems, expand the network and provlde 
approprlate levels of malntenance of the network by ensurlng 
sufflclent revenue to keep pace wlth costs. 

1$1 00 = LE 3 33 
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ARENTO's h1gh level of employment lS 1n part requ1red by the slow 
pace of automat1on of the b1ll1ng, collect1on and account1ng 
systems, and manual record keep1ng systems for operat1ons and 
ma1ntenance act1v1t1es. The lack of computer1zed bUS1ness 
systems adversely 1mpacts cash flow, f1nanc1al plann1ng and 
tar1ff des1gn. 

Even w1th a total 1nvestment equ1valent to LE 4.25 b1ll1on ($1.28 
b1ll1on), of Wh1Ch the GOE has prov1ded LE 2 53 b1ll1on ($760 
m1ll1on) and f1nanclng agenc1es have prov1ded LE 1.72 b1ll1on 
($516 m1ll1on) between 1980 and 1992 to expand the Egyptlan 
telecommun1cat1ons network, the network has not been able to meet 
demand. Telephone serV1ce lS ava1lable 1n only 548 of the nearly 
27,000 c1t1es and v1llages 1n Egypt. Wh1le more than 2.5 m1ll1on 
subscr1bers are presently be1ng served, an add1t1onal 1.2 m1lllon 
potent1al subscr1bers have appl1ed for serv1ce, pa1d an 
appl1cat1on fee of LE 50, and have been wa1t1ng from f1ve to ten 
years for a connect1on Current connect1on fees, 1nclud1ng the 
appl1cat1on fee (LE 400 for a rout1ne connect1on and LE 3,000 for 
an 1mmed1ate connect1on) no doubt d1scourage many people from 
even applY1ng for a telephone In add1t1on, the subscr1ber must 
pay all 1nstallat1on costs In other 1nstances, due to the lag 
between appl1cat1on and serv1ce, potent1al subscr1bers are 
d1scouraged from applY1ng. other potent1al subscr1bers, 1n areas 
served by an exchange, are not able to pay e1ther the appl1cat1on 
fee or the connect1on fee for serV1ce 

The network rema1ns 1neff1c1ent, congested and dependent on 
obsolete and unrel1able sW1tch1ng systems System performance 
data necessary for the moment to moment operat1on of the network 
are not ava1lable for operat1onal dec1s1on mak1ng. ARENTO's 
staff lS not rece1v1ng adequate tra1n1ng on some of the new (non­
USkID-f1nanced) systems be1ng 1nstalled, and 1n some cases 
prevent1ve ma1ntenance suff1c1ent for a modern and SOph1st1cated 
telecommun1cat1on network lS not be1ng carr1ed out 

Substant1al add1t1onal 1nvestment 1n the sector lS absolutely 
essent1al 1f Egypt lS to ach1eve 1ts econom1C potent1al and to 
lay the groundwork for future development. Although USAID and 
other donor ass1stance has been the pr1mary factor 1n 1mprov1ng 
Egypt's telecommun1cat1ons system, much rema1ns to be done to 
prov1de the level of telecommun1cat1ons serV1ce requ1red to 
susta1n econom1C development 1n Egypt. In add1t1on to the 
trad1t1onal telephone and telex demand, the 1ntroductlon of 
computers has led to an 1ncreased demand 1n Egypt for bus1ness 
user serV1ce requlrements for data, 1mage, text and VOlce 
ARENTO must 1nvest 1n an add1tlonal 45,000 llnes per year (above 
and beyond the replacement of outmoded equ1pment Wh1Ch w1II go 

2$1.00 = LE 3 33 
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out of serv1ce) Just to ma1nta1n 1tS current telephone dens1ty of 
4 2 telephones per 100 populat10n. 

In accordance w1th the USAID-f1nanced 20 year master plan, ARENTO 
plans to reach a telephone dens1ty of 7 telephones per 100 
populat1on by the year 2000 (compared to telephone dens1ty of 7 
per 100 1n Turkey, 12 per 100 1n Portugal and 80 per 100 1n the 
u.S.). Th1S effort w1ll requ1re the add1t10n of approx1mately 
300,000 new llnes per year. 

As a part of th1s program, ARENTO lS now a partner 1n a 
J01nt-venture w1th the German f1rm Slemens for a d1g1tal sW1tch 
product10n fac1l1ty 1n Egypt. In1t1ally, the fac1l1ty w1ll 
assemble d1g1tal sW1tch1ng systems 1ncorporat1ng 1mported Slemens 
components, and, at a later t1me, manufacture Slemens d1g1tal 
sW1tches under llcense. Unt1l the fac1l1ty lS 1n full operat10n, 
slgn1f1cant amounts of plant and equ1pment w1ll have to be 
1mported 1n order to meet the 1ncreas1ng demand for 
telecommun1cat1ons serV1ce. To meet near term demand, ARENTO 
must 1dent1fy fore1gn exchange resources and appropr1ate 
suppl1ers for the bulk of the sW1tch1ng systems and outs1de plant 
mater1als. 

1.5 CONFORMITY WITH THE GOE'S DEVELOPMENT STRATEGY 

A goal of the Government of Egypt (GOE) lS to 1ncrease and 
1mprove the standard of llv1ng for 1tS c1t1zens To ach1eve th1S 
goal, the GOE has embarked on a maJor econom1C reform program 
des1gned to stab1l1ze the Egypt1an economy, remove d1stort10ns, 
and glve a new found 1mpetus to the pr1vate sector as a central 
element 1n 1ts growth strategy The GOE has recogn1zed that 
eff1c1ent and rel1able commun1cat10ns, both domest1c and 
1nternat10nal, are essent1al to ach1ev1ng 1ts product1v1ty and 
standard of llv1ng goals. The GOE cons1ders telecommun1cat10ns 
1nfrastructure to be a slgn1f1cant 1nput to the product10n 
process, and has allocated (but not yet approved) 1n excess of LE 
4.8 b1ll10n {LE 3.4 b1ll1on - GOE, LE 1.4 b1ll10n - donors} 1n 
1tS 1993 - 1997 F1ve Year Plan for telecommun1cat1ons network 
modern1zat10n and expans10n. Under th1S plan, ARENTO 1ntends to 
1nstall 2.5 m1ll10n new or replacement llnes of telephone 
serV1ce. Approx1mately 240 1nd1v1dual telephone exchanges w1ll 
be e1ther newly bU1lt, expanded, or wholly or partlally replaced. 
In terms of the number of new or replaced telephone connect1ons, 
the proposed proJect would contrlbute nearly 20 percent of the 
proJected Flve Year Plan output 

ARENTO developed the lnvestment plan for the 1992-1997 perl0d 
based on the prl0r1tles and obJect1ves of the GOE. ARENTO's 
f1ve-year development and 1nvestment plan has f1ve pr1mary 
obJect1ves· expanded telecommun1cat1on serv1cesi replacement of 
obsolete sW1tch1ng equ1pment, enhancement of network ma1ntenancei 
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1mprovement 1n network performance, eff1c1ency and rel1ab111ty 
(call complet1on rates); and enhancement of the capab111t1es of 
ARENTO employees through tra1n1ng ARENTO plans to generate 
about 80 percent of requ1red cap1tal expend1tures and obta1n the 
balance of fund1ng from other sources 

The Telecommun1cat10ns sector Support ProJect 1S 1n conform1ty 
w1th Egypt's strategy for econom1C reforms and development of the 
pr1vate sector. The proJect would prov1de fund1ng to f1nance 
equ1pment, techn1cal ass1stance and serv1ces, and tra1n1ng to 
support ARENTO 1n ach1ev1ng the obJect1ves of the GOE's 
1nvestment plan for telecommun1cat10n network modern1zat1on and 
expans10n. 

1.6 RELATIONSHIP TO USAID STRATEGY, AID POLICIES, AND SIMILAR 
PROJECTS 

The pr1mary goal of the M1ss10n's country Program Strategy 
for FY 1992-1996, dated May 1992, 1S the enhancement of Egypt's 
role as a model of stab111ty, democracy, free markets and 
prosper1ty 1n the reg10n A comprehens1ve approach to the 
pol1t1cal and econom1C development of Egypt 1S essent1al 1f Egypt 
1S to ach1eve the program goal Three program sub-goals are 
essent1al 1ncreased econom1C growth, enhanced human resource 
product1v1ty and qual1ty of l1fe; and strengthened democrat1c 
systems. 

To accompl1sh these sub-goals, the M1SS1on 1S placlng greater 
emphasls on econom1C POl1Cy reform through fast-d1sburslng 
pol1cy-based programs and proJects Greater emphasls wlll be 
placed on POllCy constra1nts 1n those lnfrastructure sectors such 
as telecommunlcat10ns where the M1SS10n has made, and wlll 
cont1nue to make, maJor 1nvestments 

The Telecommun1cat1on sector Support ProJect's emphas1s on 
network modern1zat10n and expans10n 1n 11ne w1th agreed-to pol1cy 
reforms w111 support the M1ss10n's Strateglc Plan Program Subgoal 
1 - Increased Econom1C Growth; Strateg1c ObJect1ve No. 1 -
Increased macro-econom1C stab111ty and market pr1c1ng, and 
Strateg1c ObJect1ve No. 2 - Increased pr1vate lnvestment and 
trade. Ach1evement of the proJect purpose wll1 support the 
M1SS10n's Strateg1c Plan Program Subgoal 2 - enhanced human 
resource product1vlty and qual1ty of 11fe, and Strateg1c 
Ob]ect1ve No 6 - lncreased access to, and efflclency and 
rel1ablllty of, publlC utllltles In urban target areas. 

In add1t10n to f1nanclal cons1derat1ons, three other factors 
contr1buted to USAID's declsl0n to flnance a telecommun1catl0ns 
proJect: (1) the lmportance of the orderly expans10n and 
modernlzat10n of telecommunlcatlons systems to the eff1c1ency and 
enhancement of prof1tab111ty 1n all sectors of the Egypt1an 
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economy, partlcularly a growlng prlvate lndustrlal sector; (11) 
prevl0us POllCy successes In the telecommunlcatl0ns sector; and, 
(111) the need to further enhance ARENTO's proJect management 
Skllls and technlcal and organlzatl0nal capabllltles that have 
evolved through the lmplementatl0n of the prevlous and present 
AID-flnanced Telecommunlcatl0ns ProJects. 

In sum, USAID lS prepared to provlde support for a good performer 
In terms of both management and POllCy and to asslst wlth 
essentlal lnfrastructure for organlzatl0nal and lnstltutlonal 
development 

1.7 RELATIONSHIP TO OTHER DONOR SUPPORT AND STRATEGY 

Slnce 1980 ARENTO has recelved flnanclal asslstance of one 
form or another (mostly soft loans and/or suppller credlts) 
totalllng $520 mllll0n (equlvalent) from France, Germany, 
Austrla, Japan, Italy and Greece These funds have been used for 
the procurement of sWltchlng systems, outslde plant facllltles, 
transmlssl0n equlpment, and sea cables No POllCy reform 
condltl0nallty was or lS connected to any of thlS support 
Hlstorlcally, ARENTO has lnstalled sWltchlng equlpment from 
varl0US suppllers accordlng to the followlng geographlcal 
dlstrlbutl0n (wlth 11mlted exceptlons) 

Unlted states 
Germany 
France 
Japan 

Calro and Alexandrla 
Canal Cltles, Calro, Upper Egypt 
Delta, Alexandrla, North Coast 
Slnal 

Based on the authorlty to establlsh stock companles (solely or 
wlth outslde partners) granted In Artlcle 4 of Law 153, In 1989 
MTCMT slgned an agreement wlth the German telecommunlcatl0ns 
manufacturer Slemens to establlsh the Egyptlan-German 
Telecommunlcatlons Company for the productl0n (assembly) of 
dlgltal sWltchlng systems of the Slemens deslgn. Under the 
agreement, ARENTO wll1 recelve approxlmately 200,000 11nes of 
dlgltal sWltchlng equlpment per year, comprlslng sWltches made In 
Egypt and concessl0nal flnanclng for Slemens equlpment lmported 
from Germany. Importatl0n of the German-sourced equlpment wll1 
be phased out as the local plant approaches ltS annual productl0n 
capaclty of 200,000 11nes (proJected for operatlonal year 
1995/96). The plant recently began operatlons, and produced 
60,000 11nes durlng ltS flrst operatl0nal year These locally 
manufactured sWltches wll1 compete on prlce wlth sWltches from 
other sources. 

other current donor actlvlty lncludes a FF 150 mllllon loan 
(under negotlatlon) from Alcatel (France) for 90,000 11nes of 
dlgltal sWltchlng equlpment. 
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2.0 PROJECT DESCRIPTION 

2.1 PROJECT GOAL AND PURPOSE 

The Goal of th1s proJect 1S to prov1de 1ncreased access to 
eff1c1ent and rel1able publ1c ut111t1es 1n the target areas 
(Ca1ro and Alexandr1a) 

The Purpose of the proJect 1S to accelerate and enhance the 
evolut1on of ARENTO 1nto a fully autonomous telecommun1cat1ons 
ut111ty 

2.2 END OF PROJECT STATUS 

When the ProJect 1S complete, ARENTO/GOE w111 have ach1eved 
all pol1cY/1nst1tut10nal reforms set forth 1n a memorandum of 
understand1ng (MOU) to be negot1ated and executed by ARENTO and 
USAID dur1ng the f1rst year of the proJect (see Sect10n 4 1 of 
th1s proJect paper) It 1S ant1c1pated that the MOU w111 spec1fy 
maJor pol1cy, legal and 1nst1tut1onal reforms a1med at 
streaml1ned management, market pr1c1ng and cost recovery for 
serV1ces, f1scal autonomy, and enhanced susta1nab1l1ty of the 
ut1l1ty Another useful, but secondary, measure of Purpose level 
ach1evement 1S the extent to wh1ch ARENTO and the GOE are 1n 
compl1ance w1th the terms of Law 153 of 1980, s1nce, among other 
th1ngs, the law grants ARENTO cons1derable autonomy 1n key areas 
such as pr1c1ng of serV1ces, retent10n of revenues, and 
establ1shment of 1nternal pol1c1es and procedures (see Sect10n 
1 2 of th1s proJect paper and Annex N for an Engl1sh translat10n 
of the law) 

2.3 PROJECT OUTPUTS 

The proposed proJect 1ncludes two broad categor1es of 
outputs, namely, POl1cY/1nst1tut10nal reforms and 1nfrastructure 
development (commod1t1es and equ1pment) 

The spec1f1c POl1cY/1nst1tut1onal reforms to be undertaken as a 
result of the proJect are be1ng def1ned through the sector 
Assessment, Cost of Servlces, and Operatl0n and Ma1ntenance 
studles. The speclflc reforms are expected to be deflned by 
ARENTO and agreed to by USAID durlng the thlrd quarter of FY 94. 
These reforms wlll lnclude, among other thlngs, the modernlzatl0n 
of ARENTO's operatlng procedures and management pollc1es as they 
relate to autonomy of operatl0n, retent10n of net 1ncome, 
employee retent10n and staff development. Other reforms would 
1nclude pr1clng strateg1es to lnsure an adequate return on 
ARENTO's lnvestment and adequate cash generat10n to prov1de 
approprlate levels of malntenance 
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2.3.1 Operat1ng po11c1es/Procedures and Management Po11c1es 

The proJect w1ll result 1n the modern1zat1on of 
ARENTO's 1nternal operat1ng procedures and management pol1c1es. 
The Sector Assessment, Cost of Serv1ces, and Operat1on and 
Ma1ntenance stud1es, to be completed by the second quarter of FY 
1994, w1ll 1dent1fy spec1f1c POl1Cy, organ1zat1onal and 
1nst1tut1onal constra1nts, operat10n and ma1ntenance procedures, 
personnel and compensat1on pract1ces, b1ll1ng procedures, and 
record keep1ng systems that 1f uncorrected would l1m1t or prevent 
ARENTO from effect1vely manag1ng and ma1nta1n1ng the state-of­
the-art systems be1ng 1nstalled on the network. The process by 
Wh1Ch spec1f1c pol1cy and procedural reforms w111 be 1dent1f1ed 
and 1mplemented 1S d1scussed 1n Sect10n 4.0 of th1s proJect 
paper. 

2.3.2 Rat1ona11zat1on of Tar1ff structure 

ARENTO 1S a rap1dly expand1ng ut1l1ty and, 11ke any 
other ut111ty world-w1de, needs to cont1nually expand and 1mprove 
1ts fac111t1es, 1tS 1nst1tut10nal capab111t1es and 1ts tra1n1ng 
programs The Cost of SerV1ces Study, to be completed 1n the 
fourth quarter of FY 1993, w1ll prov1de ARENTO w1th a bas1s for 
both des1gn1ng and 1mplement1ng an effect1ve strategy for future 
telecommun1cat10ns pr1c1ng 1n Egypt and w1ll recommend a tar1ff 
structure that w1ll prov1de adequate revenue to self f1nance a 
substant1al port10n of future network expans10n and refurb1shment 
and prov1de appropr1ate levels of ma1ntenance of the eX1st1ng 
system 

2.3.3 Expans10n and Enhancement of SerV1ce Network 

Infrastructure development w1ll 1nclude a m1X of 
d1g1tal sW1tch1ng systems (DSS) for network expans10n and 
assoc1ated outs1de plant (OSP), replacement of obsolete crossbar 
sW1tch1ng systems, and the hardware, software and aux111ary 
systems for a Network Operat10ns Center (NOC). The NOC w1ll 
prov1de ARENTO's staff w1th network performance data that w111 be 
ut1l1zed to make network management dec1s10ns on a real-t1me 
bas1s to ach1eve opt1mum rel1able network operat10n. Outs1de 
plant, cons1st1ng of mult1ple pa1r cables, condu1t and duct 
systems, and term1nat10n cab1nets w1ll be prov1ded, cons1stent 
w1th the d1g1tal sW1tch capac1ty of each 1nstallat1on. In the 
f1ve year plan ARENTO has tentat1vely 1dent1f1ed 364,000 new 
l1nes of d1g1tal sW1tch1ng and another 102,000 replacement 11nes 
of d1g1tal sW1tch1ng to replace obsolete crossbar sW1tches. The 
Network Plann1ng and SerV1ce Improvement Task (Task 3) of the 
Cost of SerV1ces Study be1ng carr1ed out under the 
Telecommun1cat1ons IV ProJect, to be completed 1n late FY 1993, 
w1ll conta1n deta1led recommendat1ons on network expans10n and 
serV1ce 1mprovements to the network 
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A Network Operat10ns Center (NOC) w111 central1ze and expand 
ARENTO's capab111ty to mon1tor the cond1t10n of the sW1tch1ng, 
transm1ss10n, and other network equ1pment, detect the eX1stence 
and locat10n of problems 1n the system, and transm1t network 
status 1nformat10n to a central1zed locat1on where 1t w111 be 
presented 1n a format conduc1ve to network management and 
operat10nal dec1s10n mak1ng. Th1S w111 enable ARENTO staff to 
1dent1fy network problems and respond to them on a t1mely bas1s 
and allow for the rerout1ng of calls through the network to 
ach1eve opt1mum use of the network fac111t1es. The NOe w111 also 
enhance network performance by prov1d1ng updated network 
operat1ng performance 1nformat1on that w111 allow ARENTO staff to 
make and 1mplement network management dec1s10ns as the s1tuat10n 
requ1res. 

The central1zed operat10ns and ma1ntenance (COM) center be1ng 
suppl1ed under the Telecommun1cat10ns IV ProJect, serves only a 
11m1ted number of AT&T 15ESS" d1g1tal sW1tches. W1th more 
d1g1tal sW1tches to be added to ARENTO's network dur1ng the next 
f1ve year plan, th1s new COM center w111 need to be upgraded to 
be able to deal w1th a larger number of sW1tches. Another AT&T 
COM center that was procured w1th USAID funds to serve the older 
analog AT&T 11AESS" sW1tches needs to be upgraded as well 1n 
order to be able to commun1cate w1th the new COM center for the 
d1g1tal sW1tches 

S1nce ARENTO's network reflects a mult1-vendor env1ronment, each 
suppl1er has 1tS own COM center, such as Alcatel COM, S1emens 
COM, Er1kson COM and AT&T COM One step toward an overall NOC 
for the whole network 1S to 1ntegrate all these COM centers under 
one central1zed operat10n and ma1ntenance center. The proJect 
w111 support th1s trans1t1on step. 

2.4 PROJECT INPUTS 

2.4.1 Tra1D1nq and Related TechD1cal Ass1stance 

The proJect w111 fund both 1n-country and part1c1pant 
tra1n1ng Implementat10n of tra1n1ng w111 be through a techn1cal 
ass1stance contractor who w111 also be respons1ble for develop1ng 
the 11fe-of-proJect tra1n1ng plan and a deta1led budget. 
Spec1al1zed operat10ns and ma1ntenance tra1n1ng w1ll be prov1ded 
by equ1pment supp11ers for the equ1pment f1nanced under the 
proJect. Th1S tra1n1ng w1ll 1nc1dental to the equ1pment supply 
and 1nstallat10n contract{s), and thus 1S not cons1dered 
part1c1pant tra1n1ng. 
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2.4.2 Po11cy Reform and ProJect Mon1tor1nq Techn1cal 
Ass1stance 

It ~s ant~c~pated that ARENTO w~ll requ~re techn~cal 
ass1stance to ~mplement some of the POl1Cy reforms wh~ch are 
agreed to under the proJect The exact quant~ty and type(s) of 
techn1cal ass~stance to be prov~ded to ARENTO can not be 
spec~f1ed unt~l the spec~f~c reforms to be ~mplemented are 
1dent1f~ed and agreed upon w~th~n the GOE and agreed to by USAID. 
For plann1ng purposes ~t has been assumed that POl1Cy reform 
techn~cal ass~stance w1ll cons~st of 56 person-months of res1dent 
expatr~ate long-term ass1stance, and 36 person-months of 
~nterm~ttent short-term expatr~ate ass1stance Th1S level of 
effort 1S based on an 1n-country expatr1ate team of two 
1nd1v~duals for Just over two years. 

In add1t10n, the need for ~mplementat1on mon1tor1ng serV1ces by 
means of a proJect-f1nanced u.s. Personal Serv~ces contractor for 
the l~fe of proJect ~s ant~c~pated 

2.4.3 Equ1pment and Commod1t1es 

ARENTO has ~dent1f~ed a m~n1mum of 20 d~g~tal sW1tches 
w~th a total l~ne capac~ty of 466,000 l~nes to be added or 
replaced dur1ng the l~fe of the proJect These sw~tches w1l1 
range ~n s~ze from 2,000 l~ne capac~ty to 80,000 l~ne capac1ty, 
w~th a we~ghted average sw~tch capac~ty of 20,000 l~nes The 
capac~ty of the outs~de plant, based on good eng~neer~ng 
pract~ce, w1l1 be ~n the order of 410,000 pa~rs (360,000 for the 
new DSS and 50,000 for outs~de plant upgrad~ng for the crossbar 
replacement sW1tches) Add~t10nal sw~tches could be f1nanced 
from the proJect sUbJect to ava~lab~11ty of funds. 

The Network Operat10ns center w1ll ut1l1ze software custom1zed 
for the ARENTO network and off-the-shelf computer hardware 
systems 

2.4.4 Consult1nq Enq1neer1nq SerV1ces 

The proJect w~ll prov1de the necessary U S techn1cal 
ass1stance and consult1ng serV1ces to eng1neer, spec~fy, procure 
and oversee 1nstallat10n of the Network Operat10ns Center, the 
d1g~tal sW1tch1ng systems, and the outs1de plant networks that 
w111 connect subscr1bers to the DSS at the var10US exchanges. 
The consultant w1ll prov1de ass1stance to ARENTO 1n the plann1ng 
and pre11m1nary des1gn for equ1pment 1nstallat1on, evaluat10n of 
responses to procurement So11c1tat10ns, recommendat~on for 
awards, negot1at10n of contracts, and the superv1s1on and 
mon~tor1ng of the performance of the equ~pment supply and 
~nstallat~on contractors Based on exper~ence under the 
Telecommun~cat10ns IV ProJect, consult~ng eng~neer~ng serV1ces ~n 
the range of 350 person-months of res1dent expatr~ate staff long-
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term ass1stance, 720 person-months of local staff techn1cal and 
cler1cal staff and 30 person-months of 1nterm1ttent short-term 
expatr1ate ass1stance w1ll be requ1red to prov1de adequate levels 
of profess10nal adv1ce, support and ass1stance 1n the 
1mplementat1on of the network expans1on, replacement and Noe 
1nstallat10n, and as ARENTO's agent 1n the adm1n1strat10n of the 
var10US equ1pment and mater1al supply contracts. 
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3.0 COST ESTIMATE AND FINANCIAL PLAN 

3.1 PROJECT COST ESTIMATE 

The proJect cost est1mates are summar1zed below. 

Table 1. Summary Cost Est1mate and F1nanc1al Plan (000). 

Use 
of 

Funds 

Eng1neer1ng Services 

Equ1p. and Instal. SerV1ces 

TA and Tra1n1ng 

Aud1t and Evaluat10n 

Cont1ngency 

TOTAL 

1 
2See Table 4, Sect10n 3 6 

Source of Funds 

USAID - $ 

17,000 

141,300 

13,000 

300 

28,400
2 

200,000 

GOE - LE 

87,000
1 

100,000
3 

3Based on 20 percent of equ1pment cost 
Includes LE 13 m1ll1on 1n-k1nd contr1but10n - see Table 4, Sect10n 3 6 

3.2 AID PLANNED OBLIGATION 

The AID obl1gat1on w1ll be $200 m1ll10n 1n l1fe-of-proJect 
funds, w1th an 1n1t1al obl1gat10n of $30 m1ll1on at the end of FY 
1993 as summar1zed below 

Table 2. obl1gat1on of ProJect Funds ($000). 

ObbgatIon Schedule 
Project Element Total 

FY93 FY94 FY9S FY 96 

Engmeenng Services 15,000 1,000 1,000 0 17,000 

Eqwp and Instal Services 14,900 31,000 49,900 45,500 141,300 

TA and Tnumng 0 10,000 3,000 0 13,000 

Audit and EvaluatIon 100 0 100 100 300 

Contingency 0 8,000 6,000 14,400 28,400 

TOTAL 30,000 50,000 60,000 60,000 200,000 

CUMULATIVE TOTAL 30,000 80,000 140,000 200,000 
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3.3 DETERMINATION PURSUANT TO SECTION 611(A) OF THE FOREIGN 
ASSISTANCE ACT OF 1961, AS AMENDED 

ProJect act1v1t1es 1nclude fore1gn exchange f1nanc1ng for 
the supply and 1nstallat1on of d1g1tal telephone sW1tch1ng 
equ1pment, outs1de plant networks, and network operat1ng 
equ1pment; consult1ng eng1neer1ng serv1ces; techn1cal ass1stance 
and equ1pment support for 1mplementat10n of POl1Cy reforms; and 
tra1n1ng relevant to all components of the proJect. The 
est1mated costs of the goods and serV1ces to accompl1sh the 
ProJect purpose are based on sound eng1neer1ng pract1ce as well 
as exper1ence ga1ned 1n 1mplement1ng the Telecommun1cat1ons I -
IV proJects The plans for accompl1sh1ng the ProJect purpose are 
cons1stent w1th good ut111ty pract1ces. The proJect cost 
est1mates were prepared by DRIPT based on 1nformat10n prov1ded by 
the ARENTO ProJects and Plann1ng Department for both the AID 
dollar funds and the GOE Egypt1an Pound (LE) contr1but10n. 
ARENTO's proJect10ns are based on ARENTO's F1ve Year Plan. DRIPT 
has rev1ewed the cost est1mates and f1nds them reasonable. 

As the forego1ng 1nd1cates, all plans necessary to carry out th1s 
proJect and a reasonably f1rm est1mate of the cost to the Un1ted 
states government have been completed It 1S the conclus10n of 
the ProJect Comm1ttee that the requ1rements of Sect10n 611(a) of 
the Fore1gn Ass1stance Act of 1961, as amended, have been 
sat1sf1ed 

3.4 AID EXPENDITURES PROJECTIONS 

The AID annual obl1gat10n w111 cover the expend1tures for 
eng1neer1ng serv1ces, techn1cal ass1stance and tra1n1ng, 
equ1pment and 1nstallat10n serV1ces, aud1t and evaluat10n, and 
cont1ngency. The AID annual proJected expend1tures by proJect 
elements are shown 1n Table 3 below: 
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Table 3. Expend1ture PrO)ect10ns ($000). 

ExpendIture Schedule 
Project Total 
Element 

FY 93 FY 94 FY 95 FY 96 FY 97 FY 98 FY 99 

Engmeenng ° 2,000 5,000 6,000 2,000 1,500 500 17,000 
Services 

EqUip and 0 5,000 20,000 60,000 40,000 16,000 300 141,300 
Instal 
Services 

TA and 0 0 4,000 5,000 2,000 1,500 500 13,000 
Training 

Audit: and 0 100 0 100 0 0 100 300 
EvaluatIOn 

Contingency 0 0 7,000 6,000 15,000 400 0 28,400 

TOTAL 0 7,100 36,000 77,100 59,000 19,400 1,400 200,000 

CUM TOTAL 0 7,100 43,100 120,200 179,200 198,600 200,000 

3.5 FUNDING RESPONSIBILITIES 

AID grant funds wlll flnance the forelgn exchange and local 
currency costs for consultant serVlces AID wlll also flnance 
the forelgn exchange costs assoclated wlth deslgn, supply, 
lnstallatlon and tralnlng contracts for the NOe, DSS and OSP 
equlpment Payment wlll be made by USAID through dlrect letters 
of commltment. The GOE contrlbutlon of LE 87 mllllon cash and LE 
13 mllllon In-k1nd w1II f1nance the other local currency costs 
assoclated wlth the proJect lncludlng land acqu1slt1on, exchange 
bUlldlng constructlon and OSP C1V1I works. For the GOE cash 
contrlbutlon, the GOE wlll lssue approprlate local currency 
letters of cred1t to ellglble suppllers of equlpment and 
materlals. The In-klnd contrlbutlons lnclude counterpart 
personnel costs, servlces, admlnlstratlve costs, falr market 
value of land contrlbuted and other slmllar costs. 

3.6 GOE CONTRIBUTION 

The proJected GOE cash and 1n-k1nd contr1but1on 1S presented 
1n Table 4 below 
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Table 4. Est1mated GOE Contr1but10n (LE 000). 

Contrlbutlon Schedule 
Item Total 

1993 1994 1995 1996 1997 1998 

Cash BAB3 0 20,000 20,000 20,000 20,000 7,000 87,000 

In kmd Land 0 5,000 5,000 0 ° 0 10,000 

In kind Buildings 0 1,000 0 0 0 0 1,000 

In kind BAB 1 0 200 200 200 200 200 1,000 
Salanes 

In-kmd BAB2 0 200 200 200 200 200 1,000 
Operating Costs 

TOTAL 0 26,400 25,400 20,400 20,400 7,400 100,000 

The cash contrlbut10n wlll be allocated In the lmplementlng 
agencyls annual budget BAB 3 - Capltal Investment, as approved by 
the GOE Mlnlstry of Plann1ng and M1n1stry of Flnance The 
lmplementlng agency wlll ma1ntaln records on both cash and In­
k1nd contrlbutlons to the proJect The lmplementlng agency wlll 
subm1t annual and quarterly reports to the USAID proJect offlce, 
accordlng to the gU1dance provlded In a ProJect Implementatl0n 
Letter The lmplementlng agency reports on planned and actual 
contrlbutlons wlll be based on lts accountlng system and 
f1nanclal regulatl0ns 

3.7 ASSESSMENT OF ARAB REPUBLIC OF EGYPT NATIONAL 
TELECOMMUNICATION ORGANIZATION CONTRACTING AND VOUCHER 
PROCESSING CAPABILITIES 

ARENTO 1S the Government of Egypt 1mplement1ng agency for 
the Telecommun1catlons I, II, III and IV proJects and wll1 serve 
In the same capaclty for the Telecommun1catlons sector Support 
ProJect. Throughout the 1mplementat10n of the eX1stlng proJects, 
ARENTO has performed well 1n the reV1ew of proJect documents and 
host country contractlng; lnclud1ng advert1s1ng, award, 
negot1at1ng contracts, mon1tor1ng contract 1mplementat10n, and 
exam1n1ng 1nV01ces An assessment of ARENTO's capab1l1ty to 
undertake host country contracts 1nclud1ng account1ng and 
1nternal controls was completed by a local CPA f1rm, and the host 
country 1mplement1ng agency was cert1f1ed to th1s effect. An 
update assessment and cert1f1cate on ARENTO capab1l1ty 1S planned 
to be completed by the end of December 1994. 
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3.8 AUDIT, ASSESSMENT, AND EVALUATION COVERAGE 

Funds prov1ded by th1S proJect w111 be used to f1nance lump 
sum host country contracts w1th U S compan1es. S1nce these are 
lump sum, compet1t1vely b1d, f1xed pr1ce contracts they are not 
subJect to aud1t of costs except for any cost re1mbursable 1tems. 
They are however subJect to aud1t for compl1ance w1th other AID 
regulat10ns and, therefore, a small amount of aud1t funds are 
allocated for th1S purpose. The proJect w111 also ut111ze 
consultant eng1neer1ng serV1ces f1nanced through an AID-d1rect 
contract Wh1Ch 1S subJect to aud1t of costs. The proJect budget 
1ncludes approx1mately $200,000 to cover the est1mated aud1t1ng 
costs of these contracts as well as updat1ng ARENTO's host­
country contract1ng and voucher exam1nat1on capab111tYi and 
$100,000 for evaluat1on(s). Evaluat10n arrangements are 
d1scussed 1n Sect10n 8 0 of th1s proJect paper. 

3.9 METHODS OF IMPLEMENTATION AND FINANCING 

The follow1ng table 11lustrates the methods of 
1mplementat10n and f1nanc1ng for AID funds as planned 1n the 
Telecommun1cat10ns sector Support ProJect Paper· 

Table 5. Proposed Methods of Implementat10n and F1nanc1ng. 

Proposed Method of 
Project Element Approx lInate Type of Implementmg 

Value ($000) Contract Agency 
Implementation Financing 

Engmeenng 17,000 AID DIrect DIrect Payment Cost + FIxed Fee AID 
Service. 

EquIp and Instal 141,300 Host COU'1try DIrect L/Com L~ Sun ARENTO 
Service. 

T A/Tralnmg 13,000 AID DIrect DIrect Payment Cost + FIxed Fee AID 

Audlt/Eval 300 AID DIrect DIrect Payment Cost ReImburse AID 

TOTAL 171 600 

The ]ust1f1cat10n for uS1ng D1rect Letters of Comm1tment 1S that 
the host country does not have suff1c1ent fore1gn exchange to 
make payment and then seek re1mbursement from AID. 

19 



4.0 IMPLEMENTATION PLAN 

4.1 PROJECT APPROACH 

The proposed proJect cons~sts of a s~x year, $200 m~ll~on 
act~v~ty to f~nance cap~tal ~mprovements, techn~cal ass~stance 
and tra~n~ng, of wh~ch $120 m~ll~on w~ll leverage spec~f~c pol~cy 
and ~nst~tut~onal reforms to be ~dent~f~ed dur~ng the ~n~t~al 
stage of the proJect as d~scussed below. 

ARENTO ~s a reasonably effect~ve parastatal organ~zat~on wh~ch 
generates revenue suff~c~ent to cover ~ts operat~ons and 
ma~ntenance costs as well as part of ~ts cap~tal requ~rements. 
ARENTO has demonstrated ~ts ab~l~ty to ma~nta~n equ~pment s~m~lar 
~n des~gn and complex~ty to equ~pment proposed for fund~ng under 
th~s proJect However, there are a number of pol~t~cal, legal, 
f~nanc~al and adm~n~strat~ve barr~ers to ach~ev~ng full self­
suff~c~ency w~th regard to ARENTO's ab~l~ty to operate on a 
commerc~al bas~s and to f~nance a substant~al port~on of the 
cap~tal ~nvestment program needed to meet proJected future demand 
for telephone serv~ces 1n Egypt It lS thus appropr~ate that the 
proJect address the need to make needed sectoral reforms 

The Telecommun1cat10ns IV ProJect (263-0177) lS f1nanc1ng an 
assessment of the regulatory, legal and 1nst1tut1onal constra~nts 
that are ~mped1ng the development of ARENTO, and stud1es of 
telecommun~cat~on pr1c1ng and operat10n and ma1ntenance 
pract~ces, procedures and fund~ng These assessments and 
stud~es, when completed by m1d-FY 1994, w1l1 1dent1fy those 
regulatory, legal, structural, pol~cy, manager~al and f~nanc~al 
lssues that are most crltlcal to the growth and stabll~ty of the 
telecommun~cat~on sector In Egypt. The Mlnlstry of 
Transportat~on, Communlcatlon and Mar~tlme Transportat~on (MTCMT) 
and ARENTO fully support these assessments and studles and have 
agreed ~n pr~nclple to structure a serles of reforms based upon 
the recommendatlons of the assessment and studles. These reforms 
would ~nvolve a hlerarchy of lssues: lssues wlthln the control of 
the sector that could be dealt w~th by ARENTOi lssues lnvolv~ng 
~nternal pol~cles that must be addressed by the Mln~ster of 
Transportat~on, Commun~catlon and Mar~t~me Transportatloni and 
~ssues ~nvolvlng broad pollces of a nat~onal concern that can 
only be addressed by the most sen~or levels of the GOE. 

Durlng the flrst year of proJect lmplementatlon (FY 1994), 
ARENTO, asslsted by the sector Assessment Contractor, wlll reVlew 
the results of the three sector studles (Sector Assessment, Cost 
of Serv~ces, Operat~ons and Ma~ntenance) WhlCh wlll be completed 
~n the second quarter of FY 1994 From the results of the 
assessments and studles, ARENTO wlll ldentlfy a package of 
reforms to be achleved over the llfe of the proJect, together 
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w1th a t1me-sequenced plan, acceptable to USAID, for ach1ev1ng 
the reform obJect1ves. 

It 1S ant1c1pated that the agreed-upon reforms w111 emphas1ze 
(but not necessar1ly be 11m1ted to) those 1nvolv1ng ARENTO's 
autonomy and f1nanc1al v1ab111ty, e 9 (1) ARENTO's author1ty to 
reta1n revenue that would be used to meet the telecommun1cat1ons 
network's operat10n and ma1ntenance requ1rements and to self­
f1nance 1ncreas1ngly larger percentages of network expans10n, 
(11) ARENTO's author1ty to 1mplement changes 1n the 
telecommun1cat10ns tar1ffs to ach1eve necessary revenue levels, 
and reduc1ng and eventually el1m1nat1ng cross-subs1d1es from one 
class of serV1ce to another; (111) automat10n of customer 
account1ng systems, plann1ng and 1nformat10n management, and, 
(1V) changes 1n the structure and organ1zat10n of ARENTO and 1ts 
author1ty to set and 1mplement 1ts own personnel pol1c1es, and to 
be free from GOE employment quotas, salary schedules, etc The 
reform package and plan would be 1ncorporated 1n a Memorandum of 
Understand1ng (MOU) between MTCMT, MIC and USAID, to be s1gned 
dur1ng FY 1994 

USAID's contr1but10n of $200 m11110n 1n LOP funds w111 be 
author1zed and obl1gated 1n four annual tranches, w1th an 1n1t1al 
author1zat1on and obl1gat10n of $30 m11110n at the end of FY 
1993, followed by annual author1zat1on/obl1gat10ns of 
approx1mately $50 m11110n 1n FY 1994, and $60 m11110n each 1n FYs 
1995 and 1996 All funds w111 be used by ARENTO to f1nance 
equ1pment and serV1ces There 1S no expl1c1t pol1cy 
cond1t10nal1ty assoc1ated w1th the 1n1t1al $30 m11110n obl1gat10n 
(FY 1993) Author1zat10n/obl1gat10n of the $50 m11110n FY 1994 
tranche w111 be cond1t1oned on formal ARENTO adopt1on (based on 
s1gnature of the MOU) of a telecommun1cat10ns sector reform 
program acceptable to USAID 

The mechan1sm for 1mplement1ng the pol1cy reform feature of the 
proJect 1S as follows The sector reform strategy adopted by 
ARENTO and approved by USAID dur1ng the fourth quarter of FY 1994 
w111 set out a two year reform program w1th the goal of ARENTO 
ach1ev1ng substant1al 1nst1tut1onal and f1nanc1al autonomy. The 
MOU agreed to 1n FY 1994 w111 descr1be a set of "reform 
obJect1ves,1' some of Wh1Ch ("med1um term") are to be ach1eved by 
ARENTO and/or the GOE by the end of FY 1995, and the rema1nder 
("longer term") by the end of FY 1996. The reform ob]ect1ves 
wlll be well-deflned, results-orlented, and preferably 
quantlflable. For each of the reform Ob]ectlves, the MOU wlll 
ldentlfy a set of "mllestones" that deflne speclf1c POllCy 
act10ns or quant1f1ed 1nd1cators of progress toward achlevement 
of the part1cular reform Ob)ect1ve 

J01nt USAID-ARENTO-MTCMT reV1ews of pol1cy performance 1n 
compar1son to the agreed m1lestones w111 be conducted sem1-
annually (f1rst and th1rd flscal year quarters) beg1nn1ng 1n FY 
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1995 On the bas1s of these rev1ews, USAID w1ll determ1ne 
whether ARENTO 1S mak1ng appropr1ate progress 1n fulf1ll1ng the 
spec1f1c m1lestones and thus toward ach1ev1ng the reform 
obJect1ves agreed to 1n the MOU for that f1scal year. Obstacles 
to ach1ev1ng the spec1f1ed m1lestones w1ll be 1dent1f1ed and 
appropr1ate correct1ve act10ns w1ll be d1scussed. The proJect 
1ncludes prov1s1ons for a long-term techn1cal ass1stance 
contractor to ass 1St ARENTO 1n 1mplement1ng the reform program. 
If deemed necessary, spec1al1zed short-term techn1cal ass1stance, 
f1nanced from the proJect, w1ll be encouraged. 

If, dur1ng the fourth quarter of FY 1995, 1t 1S determ1ned that 
the reform obJect1ves spec1f1ed for that f1scal year have been or 
w1ll be met, and 1f other proJect cond1t10ns and covenants are 
be1ng sat1sfactor1ly observed, USAID w1ll author1ze and obl1gate 
the relevant tranche. The same approach w1ll be followed 1n FY 
1996. In case of part1al ach1evement of the reform obJect1ves, 
the S1ze of each year's obl1gat1on may be adJusted to reflect the 
magn1tude of ARENTO reform efforts and of the sector's progress 
toward ach1evement of the agreed-to reform obJect1ves for that 
year. S1m1larly, USAID may dec1de to advance (pend1ng 
ava1lab1l1ty of funds) or defer obl1gat10n of e1ther or both of 
the two planned tranches 1f ARENTO accelerates or delays 1tS 
1mplementat1on of the POl1Cy reform program descr1bed 1n the MOU 

As 1n the case of the Telecommun1cat1ons IV ProJect, the grant 
agreement w1ll 1nclude a cond1t1on precedent to d1sbursement 
call1ng for eV1dence that proJect funds for procurement of 
equ1pment and 1nstallat10n serV1ces (proJected at 85 percent of 
LOP fund1ng) w1ll be loaned to ARENTO from the GOE Funds for 
techn1cal ass1stance and tra1n1ng w1ll be passed to ARENTO as a 
grant In add1t10n to des1gn and construct10n management 
serv1ces, techn1cal ass1stance funds w1ll be used to obta1n 
spec1al1zed techn1cal ass1stance to ass 1St ARENTO 1n the 
1mplementat10n of agreed-upon POl1Cy reforms, and 1n the 
development, 1mplementat10n and management of a tra1n1ng program, 
1nclud1ng tra1n1ng equ1pment as necessary. 

4.2 MANAGEMENT AND ADMINISTRATIVE ARRANGEMENTS 

ARENTO w1ll have pr1mary respons1b1l1ty for the overall 
management of proJect 1mplementat1on Due to the techn1cal 
complex1ty and 1nterface requ1rements of the Network Operat10ns 
Center (NOC), a Cond1t10n Precedent w111 requ1re ARENTO to 
estab11sh a spec1al proJect management team for the NOC component 
of the proJect Th1s team, composed of a proJect manager, 
computer hardware and software spec1al1sts, as well as sW1tch, 
outs1de plant, legal and f1nanc1al spec1al1sts, w1ll report 
d1rectly to the ARENTO Cha1rman Th1s team w1ll have author1ty 
to manage the Noe component on a day-to-day bas1s ARENTO w1ll 
cont1nue to use proJect teams report1ng to the V1ce eha1rman for 
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Techn~cal Affa~rs for the network modern~zat~on and expans~on 
components. Th~s management structure has been used 
sat~sfactor~ly ~n pr~or telecommun~cat~ons proJects. 

The USAID Off~ce of Power and Telecommun~cat~ons, w~th~n the 
Development Resources O~rectorate, w~ll have mon~tor~ng 
respons~b~l~t~es for USAID. The Off~ce ~s staffed w~th 
exper~enced telecommun~cat~on eng~neers and proJect managers who 
have been respons~ble for the ~mplementat~on of the 
Telecommun~cat~ons IV proJect and for computer based-control 
centers serv~ng other ut~l~t~es. The staff has developed an 
excellent work~ng relat~onsh~p w~th all levels of the ARENTO 
organ~zat~on. 

4.3 PROCUREMENT PLAN 

4.3.1 Consult1nq Enq1neer 

ARENTO w~ll requ~re the serv~ces of a qual~f1ed u.s. 
eng~neer~ng f~rm to ass~st ~n the preparat~on of equ~pment and 
mater~al spec~f~cat~ons, evaluat~on and select~on of b~dders, and 
contract management, lncludlng supervlsl0n of the work assoclated 
wlth the procurement and lnstallatlon of the dlg~tal sWltchlng 
systems, outslde plant and network operatl0ns center Wh~le for 
developmental purposes, a Host Country contract would be 
preferable to develop ARENTO's proJect management and contractlng 
capabll~tles, AID 01rect Contractlng procedures for Arch~tect and 
Eng~neerlng (A&E) serVlces wlll be used In conslderat~on of the 
need to assure tlmely award, eff~clent admln~stratl0n and 
effect~ve management of the contractor In ltS superv~s10n of the 
OSS, OSP and NOC work A FIOIC-type scope of work w~ll permlt 
the consult~ng englneer to work closely w~th ARENTO ~n managlng 
the Host Country equlpment contracts. 

The consult~ng englneer contract w~ll be for a level of effort 
g1ven the superv~sory nature of the work and the 
~nappropr~ateness of def~n~ng a spec~flc del~verable. 
Nonetheless, the contractor w~ll prov~de monthly reports 
deta~l~ng the progress of the lnstallatlons as well as ~ts own 
level of effort and qual~ty control work. The cogn~zant proJect 
off~cer w~ll mon~tor the performance of the consult~ng eng~neer 
through regular and frequent slte V~SltS and meet~ngs as well as 
the rout~ne reportlng requlrements and voucher reVlews. 

To facl1ltate proJect/contract management, a slngle A&E contract 
wl11 be awarded for an lnltlal flve year perl0d wlth an opt~on to 
extend serVlces for up to an addlt~onal year. The contract may 
be further modlfled to lnclude addltlonal work under the proJect 
as necessary and approprlate The part~clpatl0n of d~sadvantaged 
enterprlses In thlS procurement wlll be encouraged In accordance 
w~th M1SSlon POllCy The technlcal complexlty, need for 
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demonstrated exper1ence and S1ze of th1S procurement makes 1t 
1nappropr1ate for an Sea) set-as1de. 

4.3.2 Egu1pment 

It 1S ant1c1pated that ARENTO w111 follow compet1t1ve 
b1dd1ng procedures under AID Handbook 11, Chapter 3 (Equ1pment) 
1n award1ng des1gn-bu1ld contract(s) for the DSS, OSP and NOC. 
In the form of serV1ces 1nc1dental to the equ1pment procurement, 
the DSS, OSP and NOC contract(s) w111 1nclude tra1n1ng of ARENTO 
personnel 1n the operat1on and ma1ntenance of the equ1pment 
suppl1ed. The OSP contractor w111 subcontract the c1v11 works to 
a sU1tably qual1f1ed Egypt1an construct1on f1rm. The u.s. pr1me 
contractor(s), however, w111 be held respons1ble for the qual1ty 
and performance of all works Ut111zat10n of d1Sadvantaged 
enterpr1ses w111 be encouraged 

A s1ngle pre-qual1f1cat10n round w111 be held for the DSS and OSP 
procurements wh1ch w111 be used as a bas1s for compet1ng the 
qual1f1ed f1rms over the 11fe of the proJect. Th1s w111 m1n1m1ze 
the number of 1nd1v1dual procurement act10ns wh1le foster1ng 
maX1mum compet1t10n among U S suppl1ers. For procurements under 
subsequent tranches, the Consult1ng Eng1neer w1ll ass1st ARENTO 
1n the development of the spec1f1cat10ns, So11c1tat1ons, 
negot1at10ns and awards 

Reasonable pr1ces 1n the procurement of th1S equ1pment w1ll be 
assured through enhanced costjpr1ce analys1s by the consult1ng 
eng1neer 1n support of ARENTO's reV1ew and negot1at10n, 1f 
necessary Th1S effort may be supplemented by subJect1ng the 
Form AID 1450-4 subm1tted by the w1nn1ng supp11er(s) to aud1t by 
the Mon1tor1ng Branch w1th1n the Off1ce of Procurement 1n 
AIDjWash1ngton The form AID 1450-4 requ1res refund of any 
amounts over current market pr1ces plus 1nterest from the t1me of 
payment to the supp11er 

4.3.3 Inst1tut10nal Development contract 

One or more techn1cal ass1stance contractors w1l1 be 
requ1red to prov1de ass1stance 1n pol1cy reform, 1nst1tut1onal 
development and manpower development tra1n1ng The scope of work 
for these contractors w1ll be developed 1n close collaborat10n 
w1th ARENTO based on the telecommun1cat10ns sector assessment 
AID D1rect contract1ng procedures for Techn1cal Ass1stance 
serV1ces w1ll be used to 1nsure that the 1nst1tut10nal 
development obJects of the proJect are not m1n1m1zed or relegated 
to a secondary status The scope of work w1ll perm1t the 
techn1cal ass1stance contractor(s) to work closely w1th ARENTO 1n 
manag1ng the 1mplementat1on of the reforms. As an alternat1ve, a 
host country contract, under AID Handbook 11, Chapter 1 
(Techn1cal Serv1ces) procedures, could marg1nally strengthen 
ARENTO's comm1tment to the 1mplementat10n of the recommendat10ns. 
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In th1s respect, ARENTO w111 be heav1ly 1nvolved 1n the scope 
development, evaluat10n of proposals, negot1at1on of award and 
contract management. The key factor 1n the dec1s10n would be 
ARENTO's comm1tment to these contracts 1n assur1ng ult1mate 
success Wh1Ch would clearly outwe1gh the adm1n1strat1ve 
requ1rements of e1ther form of contract1ng. The dec1s1on on the 
contract1ng mode w111 be determ1ned 1n consultat10n w1th ARENTO 
at the t1me the MOU 1S negot1ated 

4.3.4 Mode of Contract1nq and F1nanc1nq Procedures 

AID Grant funds w111 f1nance the fore1gn exchange and 
fore1gn exchange equ1valent of local currency costs for the 
consult1ng eng1neer1ng and 1nst1tut1onal development AID D1rect 
contracts These contracts are ant1c1pated to be cost type w1th 
payment made d1rectly by USAID. 

Funds prov1ded by th1s proJect w111 be used to f1nance Host­
Country contracts between ARENTO and U S. suppl1ers of equ1pment 
and 1nstallat10n serV1ces The DSS, NOC and OSP turnkey 
contracts w111 be f1rm, f1xed pr1ce contracts All equ1pment and 
mater1als to be f1nanced by AID funds w111 comply w1th the 
standard U S source/or1g1n rules S1nce the NOC must ult1mately 
1nterface w1th a var1ety of central1zed operat1on and ma1ntenance 
(COM) centers and sW1tch1ng systems ut111z1ng d1ffer1ng computer 
protocols, a Cond1t10n Precedent to D1sbursement of funds for the 
NOC w111 requ1re that ARENTO conf1rm that ARENTO has acqu1red and 
w111 prov1de to the NOC contractor the protocols for each COM or 
sW1tch that w111 be commun1cat1ng w1th the NOC A second 
Cond1t10n Precedent to the F1rst D1sbursement for the NOC w111 
requ1re that ARENTO agree to furn1sh, e1ther from 1tS own 
resources or through arrangements w1th non-U S. equ1pment 
suppl1ers, all fore1gn exchange costs to 1ntegrate non-U S COMs 
or sW1tches w1th the proJect f1nanced NOC. The proposed 
1mplementat1on methods and contract1ng procedures have been 
successfully ut111zed for the contracts f1nanced by AID under the 
Telecommun1cat10ns I, II, III and IV proJects. The contractors 
w111 be pa1d through use of M1ss1on D1rect Letters of Comm1tment, 
and, where ARENTO 1S respons1ble for payment, LE Letters of 
Cred1t 1ssued to the contractors. 

4.3.5 Buy Amer1ca Cons1derat1ons 

W1th the except10n of aud1ts and an assessment of 
ARENTO's host country contract1ng capab111ty, the source of all 
1nputs obta1ned under th1s proJect w111 be AID Geograph1c 000 as 
all 1nputs w111 be prov1ded through U S contractors Aud1t 
serV1ces w111 be obta1ned locally, but as these w111 be 
profess10nal serV1ces contracts est1mated not to exceed $250,000, 
they are except10ns 1n 11ne w1th HB 1, Supplement B, Chapter 18, 
Item A1c(4) 
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It lS antlclpated that the U S. contractors wll1 spend 
approxlmately $5 mllll0n on resldentlal and offlce rent, 
utllltles, temporary lodglng allowances, educatlon tUltl0n and 
fees, local per dlem, salarles of local staff, offlce consumables 
and short-term vehlcle rental. As these are composed of 
commodltles and serVlces that are avallable only locally, local 
procurement of these ltems lS ellglble In accordance wlth HB 1, 
Supplement B, Chapter 18, Item A1c(6) 

4.4 TRAINING PLAN 

The proJect wll1 fund both In-country and partlclpant 
tralnlng. Implementatlon of tralnlng wll1 be through a technlcal 
asslstance contractor who wll1 also be responslble for developlng 
the 11fe-of-proJect tralnlng plan and budget. 

Although lt lS not posslble at thlS stage to ldentlfy the exact 
types of tralnlng or the number of tralnees, experlence under the 
Telecommunlcatl0ns I, II, III, and IV proJects lndlcates that 
flelds of tralnlng wll1 most 11kely lnclude baslc technlcal 
tralnlng, admlnlstratlve and flnanclal tralnlng, tralnlng In 
varl0US computer appllcatl0ns, tralnlng of tralners, and 
management tralnlng Although lt lS antlclpated that most of the 
tralnlng wll1 be carrled out In-country, some U Sand posslbly 
thlrd-country partlclpant tralnlng wll1 be requlred such as 
observatl0nal study tours and short-term technlcal tralnlng. 
Tralnees wll1 be drawn from a varlety of occupatlonal groups 
wlthln the work force of ARENTO's 52,000 employees. 

The Sector Assessment, prlclng study, and operatlons and 
malntenance (O&M) study wll1 soon be completed. The Sector 
Assessment wlll, among other thlngs, provlde detalled lnformatl0n 
on the human resource and tralnlng needs of ARENTO. The Sector 
Assessment as well as the O&M study wll1 provlde the necessary 
lnformatlon to enable ARENTO and the lmplementlng technlcal 
asslstance and tralnlng contractor to develop a tralnlng plan and 
a more reflned tralnlng budget. 

One of the flrst tasks of the technlcal asslstance and tralnlng 
contractor wll1 be to reVlew the O&M Study and Sector Assessment, 
lncludlng the tralnlng needs analysls produced by the Sector 
Assessment. The contractor wlll, In coordlnatl0n wlth ARENTO, 
reflne the needs assessment 1f necessary. Then based on the 
needs assessment, the contractor w111 develop a comprehens1ve 
tra1n1ng plan and budget cover1ng both 1n-country and part1c1pant 
tra1n1ng. The tra1n1ng plan w111 be developed 1n accordance w1th 
gU1del1nes 1n Handbook 10 (Part1clpant Tra1n1ng) and M1SS1on 
Order 10-1 (Partlclpant and In-country Tralnlng) and wll1 lnclude 
the needs assessment, lmplementatlon plan, monltorlng, reportlng 
and follow-up plans, and a tralnlng evaluatlon plan. As requlred 
by M1SSlon Order 10-1, the plan wll1 be approved by the 
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Telecommunlcatlon sector support proJect commlttee as well as 
DRIPT and HRDC/ET prlor to lmplementatl0n and dlsbursement of 
funds for tralnlng 

As noted In the Technlcal Analysls (Annex H, Sectl0n C 5) and In 
Sectl0n 7 2 of thls proJect paper, ARENTO wll1 provlde an 
eXlstlng bUlldlng to house a comprehenslve tralnlng faclllty for 
the on-golng tralnlng of ARENTO staff. A second task of the 
technlcal asslstance and tralnlng contractor wll1 lnvolve worklng 
wlth ARENTO to determlne the klnds of tralnlng courses to be 
provlded, reVlew and reflne currlculum for eXlstlng tralnlng 
programs offered by ARENTO, determlne the need for add~tlonal 
tralnlng courses lncludlng the development of currlculum and 
tralnlng materlal, ldentlfy and procure approprlate tralnlng­
related equlpment, develop a cadre of skllled tralners to conduct 
programs, and develop ARENTO staff to plan, manage, and lmplement 
an on-golng, comprehenslve staff development and tralnlng program 
for ltS personnel. 

In addltlon to provldlng approprlate personnel for technlcal 
asslstance actlvltles, the technlcal asslstance and tralnlng 
contractor wll1 provlde a comblnatl0n of both long-term and 
short-term tralnlng expertlse to develop the tralnlng plan and 
lmplement tralnlng actlvltles over the 11fe of proJect At least 
one long-term, resldent tralnlng speclallst wll1 be requlred as 
well as short-term consultants to asslst In the development of 
the tralnlng plan and budget Short-term tralnlng speclallsts 
(expatrlate and Egyptlan) wll1 also be requlred to asslst ARENTO 
wlth plannlng and lmplementlng, monltorlng, reportlng on, and 
evaluatlng the In-country tralnlng and In lnstltutl0nallz1ng 
ARENTO's In-house tralnlng capaclty and tralnlng faclllty 

Although preclse estlmates of tralnlng costs cannot be made at 
thls tlme, $30 ml1110n In proJect funds are to be allocated for 
englneerlng consultlng serVlces and non-englneerlng technlcal 
asslstance and tralnlng. Of thls $30 mllll0n, $17 mllllon wll1 
be requlred for englneerlng consultlng servlces, leavlng $13 
mllll0n for other technlcal asslstance and tralnlng. 

Durlng the lnltlal stage of proJect lmplementatl0n, fundlng In 
support of tralnlng wll1 be requ~red prlmarlly for tralnlng 
technlcal asslstance to develop the 11fe-of-proJect tralnlng 
plan. Expendltures of In-country and partlclpant tra~nlng are 
not expected unt~l after complet~on and approval of the plan, 
WhlCh should be wlthln approxlmately 18 months after proJect 
start up 
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4.5 IMPLEMENTATION SCHEDULE 

Below 1S an 1llustrat1ve l1st of maJor 1mplementat1on 
act10ns and a proJected schedule Th1s schedule w1ll be updated 
by ARENTO annually, at a m1n1mum 

IMPLEMENTATION SCHEDULE 1 

ACTIVITY 
FISCAL YEAR QUARtER 

FY93 ~Y94 FY95 ~Y96 FY97 FY98 FY99 
1234 1234 1234 1234 1234 1234 1234 

ProJect paper author1zat10n -Consultant advert1zed -ProJect aqreement s1qned -Consultant short l1st approved · -Consultant 1nterv1ews done · .-
RFP 1ssued to top ranked f1rms · -Cond1t10nsprecedent met · -ARENTO host country contr. capabJ.lJ.ty .-assessment for TA J.f needed 
Consultant negotJ.atJ.ons .-
RFP for TA advert1sed .-
Consultant contract award .-
Reform actJ.on plan developed .-
TA proposals evaluated .-
Consultant mobJ.lJ.zed .-
Best/FJ.nal proposals from TA offerors .-
MOU sJ.gned .-
TA selected and awarded .-
FY 94 obl1qat10n of $50 mJ.llJ.on .-
TA team mob1lJ.zed • -ARENTO host country contractJ.nq .-capabJ.l1ty assessment 
OSP advert1zed .-
nss advertJ.zed · -osp contractors qualJ.fy .-
nss contractors qualJ.fy · -NOC specJ.f1catJ.ons completed · -asp RFQ J.ssued · -nss RFQ J.ssued .-
NOC procurement advert1zed · -
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IMPLEMENTATION SCHEDULE 1 

ACTIVITY 
FISCAL YEAR QUARTER 

FY93 FY94 FY95 FY96 FY97 FY98 FY99 
1234 1234 1234 1234 1234 1234 1234 

1st sector reform sem1 annual reV1ew · -asp contract awarded · -DSS contract awarded .-
Nae contractors qual1fy · .-NOe RFQ 1ssued .-
NOe contract award •••• 
2nd sector reform sem1 annual reV1ew .-
F1rst equ1pment del1very .-
FY 95 obl1gat10n of $60 m1ll10n .-
Aud1t .-
Second asp RFQ 1ssued · -Second DSS RFQ 1ssued -3rd sector reform sem1 annual reVl.ew · -M1d-Term evaluat10n · -asp contract awarded .-
DSS contract awarded .-
4th sector reform sem1 annual reVl.ew .-
Second equl.pment del1very .-
FY 96 obll.gat10n of $60 m1ll10n .-
3rd asp RFQ l.ssued . -3rd DSS RFQ l.ssued .-
5th sector reform reV1ew . -asp contract awarded .-
DSS contract awarded .-
Th1rd equ1pment del1very •• 
All equ1pment 1nstalled .-
F1nal evaluat10n .-
proJect Ass1stance Complet1on Report. .-

1 Key: "." = Actl.Vl.ty start, "_" = Actl.vl.ty complete 
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5.0 MONITORING PLAN 

5.1 INSTITUTIONAL FOCUS 

Both the DR and EAS D~rectorates ~n USAID mon~tor pol~cy 
developments ~n the telecommun~cat~ons sector as part of the~r 
ongo~ng respons~b~l~t~es. Inforrnat~on on the ~mpacts of 
telecommun~cat~ons pr~c~ng reforms on the macro economy are 
cont~nuously gathered v~a spec~al stud~es des~gned by USAID staff 
econom~sts and/or v~a external proJect evaluat~ons. Data 
necessary to fac~l~tate dec~s~ons regard~ng obl~gat~on and 
release of funds under the Telecommun~cat~ons Sector Support 
ProJect w~ll be collected, analyzed, and presented to M~ss~on 
management and to the ProJect eomm~ttee by USAID's EAS 
D~rectorate 

Mon~tor~ng respons~b~l~t~es related to the ~nstallat~on of the 
DSS, OSP, and Noe w~ll be carr~ed out by the Off~ce of Power and 
Telecommun~cat~ons (PT) of the Development Resources (DR) 
D~rectorate In add~t~on to part~c~pat~ng ~n rev~ews of 
contractors' progress and preparat~on of contractors' work plans 
(descr~bed below), DRIPT representat~ves w~ll conduct per~od~c 
s~te v~s~ts to conf~rm progress ~nd~cated ~n monthly contractor 
reports (descr~bed below) USAID has had cons~derable exper~ence 
~mplement~ng proJects s~m~lar to the proposed proJect. The 
ProJect Off~cers w~th~n DRIPT are exper~enced and w~ll adequately 
carry out th~s respons~b~l~ty 

5.2 PROJECT OUTPUTS, INDICATORS, AND DATA COLLECTION 
- METHODOLOGIES 

ProJect outputs necessary to ach~eve obJect~ves ~nclude the 
modern~zat~on of ARENTO's operat~ng procedures and management 
pol~c~es; the rat~onal~zat~on of ARENTO's tar~ff structures; and 
expans~on and enhancement of ARENTO's serv~ce network through 
supply and ~nstallat~on of DSS, OSP, and Noe equ~pment. 

The ~nd~cators of ProJect output ach~evement are: 

~ Inst1tut10nal development tra1n1ng program completed. 

~ ReV1sed operat1ng procedures publ1shed and 1mplemented. 

~ cost of domest~c telephone serV1ce lS covered by local 
serV1ce tar1ffs. 

ARENTO's revenues are suff1c1ent to cover 100 percent of O&M 
requ~rements and a slgn~f~cant portlon of cap~tal expans~on. 
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20 d1g1tal sW1tches and assoc1ated outs1de plant networks 
cons1st1ng of 466,000 11nes 1nstalled and operat1onal 

~ Network Operat10ns center (NOC) 1nstalled and operat1onal. 

The key output level quest10ns are: (1) whether the agreed-upon 
POl1Cy and 1nst1tut10nal reforms are be1ng 1mplemented as 
planned; and, (11) whether the procurement and 1nstallat10n of 
the DSS, OSP, and NOC systems 1S proceed1ng as planned. If the 
answer to e1ther of these quest10ns 1S "no," then what factors 
are constra1n1ng t1mely or appropr1ate POl1Cy reform and/or 
1nstallat1on/construct10n of network 1nfrastructure? How can 
these constra1nts be overcome? 

Procedures w111 be developed by the ProJect consultants and DR/PT 
for collect1ng 1nformat10n on output level 1nd1cators. 

The eng1neer1ng serV1ces contractor w111 have pr1mary 
respons1b111ty for mon1tor1ng all equ1pment supplY/1nstallat10n 
act1v1t1es and approv1ng 1nV01ces subm1tted by all equ1pment 
suppl1ers. The eng1neer w111 ass1st ARENTO 1n mon1tor1ng the 
contractors' performance and w111 prov1de general support to 
ARENTO L1kew1se, the techn1cal ass1stance contractor w111 
mon1tor POl1Cy reform progress as well as progress under the 
1nst1tut1onal development tra1n1ng program Each contractor w111 
1mplement mon1tor1ng systems w1th the follow1ng features 

~ Monthly and Quarterly Reports 
~ Annual Work Plans 
~ J01nt Annual ReV1ews of Progress 

5.2.1 Monthly Progress Reports 

The purpose of the monthly progress report w111 be to 
commun1cate 1mplementat10n progress and problems to the 
1mplement1ng agency and to USAID proJect management. These 
reports w1ll d1SCUSS planned versus actual procurement and 
construct10n/1nstallat1on, accompl1shments of tasks and subtasks, 
and costs; w1l1 1dent1fy eX1st1ng or expected 
problems/constra1nts Wh1Ch have or could result 1n delays or 
sl1ppage; w1ll propose and rank Solut10ns to these problems; and, 
1f appropr1ate, w111 present rev1sed t1metables for 
accompl1shment of tasks. 

These reports w1ll be br1ef, conC1se and act10n or1ented. They 
should avo1d unnecessary deta1l They should be wr1tten to be 
read by a busy proJect manager The reports w1ll 1nclude a 
pr10r1t1zed l1st of 1ssues Wh1Ch requ1re act10n by e1ther ARENTO 
or USAID proJect management. Issues w1ll be presented 1n tabular 
format w1th entr1es for the follow1ng ass1gned pr10r1ty; br1ef 
descr1pt1on of 1SSUej date 1dent1f1ed; ass1stance needed; by 
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when; and, current status 
unt11 they are resolved 

Issues w111 be repeated 1n the table 

Monthly progress reV1ew meet1ngs w111 be held at each s1te. The 
monthly meet1ngs w111 be attended by USAID, ARENTO, and the 
appropr1ate eng1neer1ng consultant and contractor(s) Problems 
w111 be 1dent1f1ed as they occur and w111 be resolved e1ther on­
s1te or subm1tted for d1Scuss1on and resolut10n at the monthly 
s1te meet1ngs. The consultants' monthly progress report w111 be 
the bas1s for the monthly progress reV1ew. 

5.2.2 Annual Work Plans and ReV1ews 

The annual work plan for each component of the ProJect 
w111 be developed together w1th the consultants, USAID ProJect 
management, and ARENTO counterparts, uS1ng conceptual gU1dance 
conta1ned 1n the ProJect Paper along w1th changes suggested by 
reV1ew of 1mplementat1on exper1ence to date. The annual work 
plan 1S 1ntended to answer the quest10ns, "What exactly w111 we 
ach1eve th1s year?" and, "How w111 we ach1eve 1t?" The annual 
work plan w111 deta11 

~ The com1ng year's 1mpact on the End of ProJect status, 
output m1lestones, and a plan for data collect1on; and, 

A strategy for atta1n1ng these m1lestones (e.g , tasks, 
sequenc1ng, respons1ble part1es, target dates, 
del1verables), poss1ble 1mped1ments/constra1nts to success, 
ways of allev1at1ng these 1mped1ments/constra1nts, and 
alternat1ve courses of act10n to pursue 1f they do 
mater1al1ze 

J01nt annual reV1ews w111 be to assess the past year's progress 
under each contract and to develop a strategy for atta1n1ng next 
year's m1lestones. Th1S strategy w111 be embod1ed 1n the annual 
work plan for each contract. The contractors, ARENTO 
counterparts, the USAID ProJect Off1cer and selected USAID 
ProJect Team members w111 part1c1pate 1n the J01nt annual reV1ew. 
Part1c1pants w111 assess progress on selected 1nd1cators to 
determ1ne whether 1mplementat1on 1S progress1ng sat1sfactor1ly 
and assess the 1mpact of the proJect outputs on benef1c1ar1es 
Implementat10n problems w111 be 1dent1f1ed at the annual reV1ew 
along w1th proposed correct10ns or solut10ns. 
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6.0 SUMMARIES OF ANALYSES 

6.1 SUMMARY OF TECHNICAL ANALYSIS 

The D1g1tal SW1tch1ng System (DSS) Wh1Ch lS the bas1s of the 
proJect lS a proven technology D1g1tal sW1tch1ng exchanges, 
part1cularly 1n the larger slzes, are less costly to lnstall and 
ma1nta1n than any other type of exchange. Among the advantages 
of d1g1tal sW1tch1ng are 1ts compat1b1l1ty w1th computer output 
and potent1al sav1ngs when operated 1n conJunct1on w1th d1gltal 
systems. D1g1tal equ1pment and other advanced technology have 
been used by ARENTO under pr10r USAID proJects. G1ven the many 
years of ARENTO operat1ng exper1ence w1th a w1de var1ety of 
telephone exchange fac1l1t1es, m1n1mal add1t1onal personnel 
traln1ng w1ll be requ1red to effect1vely operate and ma1nta1n the 
p~oposed Network Operat1on center (NOC) and the d1g1tal sW1tch1ng 
systems. 

The exchange bU1ld1ngs that w1ll house the equ1pment are already 
owned by ARENTO Ut1l1t1es, water, sewer and electr1c1ty are 
connected to the exchanges. 

The outs1de plant system w1ll be of the same des1gn and techn1cal 
spec1f1cat1ons, successfully ut1l1zed under the prev10us 
telecommun1cat1ons proJects 

G1ven the essent1al contr1but1on Wh1Ch an adequate 
telecommun1cat1ons network prov1des to a develop1ng economy 
together w1th the spec1f1c needs of Egypt 1n terms of the 
econom1C expans1on, populat1on growth, back-log of demand and 
capab1l1t1es of the eX1st1ng network -- the proposed resources, 
allocat1on and organ1zat1on of th1S proJect render 1t techn1cally 
sound 

The proJect w1ll f1nance state-of-the-art telecommun1cat1on 
equlpment typ1cal of equ1pment be1ng 1nstalled throughout the 
world on telephone systems of slm1lar Slze and d1vers1ty to 
Egypt. The equ1pment 1ncorporates technology compat1ble to 
ARENTO's techn1cal expert1se. G1ven the many years of ARENTO 
operat1ng exper1ence w1th a w1de varlety of sW1tch1ng systems, 
USAID bel1eves that the GOE 1mplement1ng agency w1ll requ1re only 
m1n1mal tra1n1ng to effect1vely operate and ma1nta1n the network 
add1t1on. Th1S add1t1onal tra1n1ng lS an 1ntegral part of the 
proJect. Accord1ngly, the proposed proJect des1gn 1S determ1ned 
to be techn1cally appropr1ate and cost effect1ve 

6.2 SUMMARY OF FINANCIAL ANALYSIS 

ARENTO's operat1ng marg1ns have 1mproved substant1ally 
dur1ng the last f1ve years as a result of reduced operat1ng 
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expenses and 1ncreased revenues from 1ts 1nternat10nal serV1ces 
Th1S f1nanc1al 1mprovement was a result of exerc1s1ng good 
management controls However, add1t1onal 1nst1tut10nal changes 
are needed to enhance ARENTO's ab111ty to funct10n as a fully 
autonomous telecommun1cat10ns ut111ty 

Based on the cost and benef1t assumpt10ns outl1ned 1n the full 
analys1s 1n ANNEX I, the f1nanc1al 1nternal rate of return (FIRR) 
lS est1mated at 11 percent, Wh1Ch 1nd1cates that the 1nvestment 
proposed for th1s proJect lS f1nanc1ally v1able. 

6.3 SUMMARY OF ECONOMIC ANALYSIS 

The econom1C analys1s of th1s proJect was carr1ed out uS1ng 
conservat1ve assumpt10ns. Econom1C benef1ts result1ng from the 
ARENTO expans10n f1nanced w1th proJect resources are measured 
solely 1n terms of the extra tar1ff revenues generated as a 
result of th1S expans10n Th1S approach 19nores the consumer 
surplus benef1ts 11kely to occur as a result of the SUbS1d1zed 
tar1ffs for local and nat10nal calls Also, no effort has been 
made to quant1fy benef1ts result1ng from adopt1on by ARENTO of 
the POl1Cy reforms leveraged by proJect cond1t1onal1ty 

Desp1te th1S conservat1ve approach, the econom1C analys1s 
1nd1cates that the econom1C return to the resources 1nvested 1n 
the proJect, roughly 16 percent, lS relat1vely h1gh. Sens1t1v1ty 
analys1s 1nd1cated that 1f less conservat1ve benef1t assumpt10ns 
are employed, then the econom1C return 1ncreases to about 37 
percent On the other hand, 1f proJect-f1nanced ARENTO expans10n 
occurs more slowly than assumed 1n the base case (l.e at a rate 
of only 60,000 new llnes per year), then the econom1C return to 
th~proJect decl1nes to 10 percent 

6.4 SUMMARY OF SOCIAL SOUNDNESS ANALYSIS 

The overr1d1ng hypothes1s of th1S proJect lS that a 
commerc1ally v1able organ1zat10n lS essent1al to prov1de rel1able 
telecommun1cat1ons serV1ces to a grow1ng modern 1ndustr1al 
soc1ety. 

It lS est1mated that approx1mately 364,000 new telephone 
connect10ns and the replacement of 102,000 llnes of ant1quated 
crossbar sW1tches w1ll be prov1ded by the proJect, and w111 
benef1t 4-6 m1ll1on of Egypt's populat10n In add1t10n, numerous 
small bus1nesses, hotels and other fac1l1t1es w111 be 
establ1shed, thus generat1ng 1ncreased employment opportun1t1es. 
Everyone 1n some way w1ll ga1n from a rel1able commun1cat1ons 
system, a well run ut1l1ty and overall econom1C growth 
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6.5 SUMMARY OF ADMINISTRATIVE ANALYSIS 

The Arab Republ1c of Egypt Nat10nal Telecommun1cat1ons 
Organ1zat1on (ARENTO) 1S the Government of Egypt's author1ty 
respons1ble for the plann1ng, eng1neer1ng, procurement, 
d1str1but10n, operat1on and ma1ntenance of the Egypt1an 
telecommun1cat10ns system. ARENTO has many years of extens1ve 
and successful exper1ence 1n undertak1ng slm1lar proJects, 
part1cularly USAID funded proJects Th1S proJect w111 bU1ld on 
th1S exper1ence. 

The proJect w111 be managed by an ARENTO team headed by a sen10r 
ARENTO off1c1al and report1ng d1rectly to the Cha1rman. 
USAID/DR/PT staff w111 prov1de techn1cal and manager1al overs1ght 
of the proJect and w111 work closely w1th ARENTO 1n all aspects 
of the proJect. 
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7.0 CONDITIONS PRECEDENT AND COVENANTS 

7.1 CONDITIONS PRECEDENT TO DISBURSEMENT 

The proJect agreement shall conta1n the follow1ng Cond1t10ns 
Precedent. 

(1) F1rst D1sbursement: 

Pr10r to any d1sbursement or to the 1ssuance of any 
comm1tment document under the Grant, the Cooperat1ng Country 
shall, except as the part1es may otherw1se agree 1n wr1t1ng 
furn1sh to USAID, 1n a sat1sfactory form and SUbstance: 

(a) EV1dence that the proceeds of the Grant, w1th the 
except10n of funds to be used to f1nance consultant 
serV1ces and techn1cal ass1stance, tra1n1ng, stud1es 
and aud1ts, w111 be lent by the Cooperat1ng Country to 
the Arab Republ1c of Egypt Nat10nal Telecommun1cat10ns 
Organ1zat1on (ARENTO) on terms and cond1t10ns 
acceptable to the Cooperat1ng Country and ARENTO, and 
for the purpose of f1nanc1ng el1g1ble costs under the 
ProJect, 

(b) EV1dence that the local currency f1nanc1ng for the 
ProJect has been budgeted by the Cooperat1ng Country 
and w111 be ava1lable for t1mely expend1ture by ARENTO, 
pursuant to ARENTO's cost est1mate, and 

(c) EV1dence that account1ng records for local currency and 
1n-k1nd contr1but10ns to the ProJect w111 be ma1nta1ned 
by ARENTO 

(2) Second Obl1gat1on 

Pr10r to the second obl1gat1on of Grant funds under the 
proJect, ARENTO shall, except as the Part1es may otherw1se 
agree 1n wr1t1ng, enter 1nto an agreement w1th USAID 1n the 
form of a Memorandum of Understand1ng (MOU) The MOU w111 
elaborate on a two year reform program at the end of Wh1Ch 
ARENTO w1ll have ach1eved substant1al 1nst1tut1onal and 
f1nanc1al autonomy 

(3) Future Obllgatlons· 

Prl0r to the thlrd and fourth obl1gatl0ns of Grant funds 
under thlS proJect, ARENTO shall prov1de USAID w1th 
eV1dence, 1n sat1sfactory form and substance, that ARENTO 
has ach1eved the pol1cy reform ob)ect1ves set forth 1n the 
MOU for complet1on dur1ng each of the two years of the 
program 
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(4) D1sbursement to F1nance Infrastructure Costs. 

Pr10r to d1sbursement or to the 1ssuance by USAID of any 
comm1tment documents to f1nance dlgltal sWltchlng systems, 
network operat1on center, or outslde plant, the Cooperat1ng 
Country shall, except as USAID may otherw1se agree 1n 
wrltlng, furnlsh to USAID, 1n form and substance 
sat1sfactory to USAID, eV1dence that ARENTO owns the s1tes 
for the exchanges and that ARENTO has flrm commltments for 
mak1ng ava1lable the necessary places to house the equ1pment 
belng flnanced by USAID 

(5) D1sbursement for Network Operatlons Center 

Pr10r to d1sbursement or to the 1ssuance by USAID of any 
comm1tment documents to f1nance the network operat10n center 
(NOC), the Cooperatlng Country shall, except as USAID may 
otherwlse agree 1n wr1t1ng, furn1sh to USAID, In form and 
substance sat1sfactory to USAID, eV1dence that· (1) ARENTO 
has establlshed a speclal proJect management team for the 
NOC component of the proJect Th1s team, composed of a 
proJect manager, computer hardware and software speclallsts, 
as well as sWltch, outslde plant, legal and flnanclal 
spec1al1sts, wlll report dlrectly to the ARENTO Chalrman. 
ThlS team wlll have the authorlty to manage the NOC 
component on a day-to-day basls (11) ARENTO has acqulred 
and wlll provlde to the NOC contractor the protocols for 
each COM or sWltch that wlll be communlcatlng wlth the NOC 
(111) ARENTO agrees to flnance all forelgn exchange costs to 
lntegrate non-U S COMs or sWltches wlth the proJect 
flnanced NOC 

7.2 COVENANTS 

The Cooperatlng Country shall covenant as follows 

(1) Tra1nlng of Personnel The Cooperatlng Country, through 
ARENTO, shall allocate an eX1st1ng bU1ld1ng to house a 
comprehenslve tralnlng faclllty and to promote and make 
avallgble approprlate numbers and types of personnel for 
proJect-related tralnlng as ldent1fled throughout the 
lmplementatlon of the proJect 

(2) Perl0dlc D1SCUSSlons The Cooperatlng country and USAID wlll 
perlodlcally reVlew the status of the ProJect and assoclated 
POllCY and lnstltutlonal reforms 
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(3) Local Currency and In-K1nd Contr1but1ons The Cooperat1ng 
Country, through ARENTO, w1ll prov1de USAID, on both a 
quarterly and annual bas1s, w1th reports on 1ts account1ng 
records on local currency and 1n-k1nd contr1but10ns prov1ded 
for the ProJect 

(4) Soc1al Insurance and Taxes on Expatr1ates The Cooperat1ng 
Country shall covenant that any soc1al 1nsurance assessment 
and any taxes on expatr1ates (non-Egypt1ans) ar1s1ng under 
Grant-f1nanced work w1ll be pa1d by the Cooperat1ng Country 
from 1ts own resources. 
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8.0 EVALUATION ARRANGEMENTS 

A f1nal evaluat10n w111 be undertaken to measure both the extent 
that appropr1ate pol1cy reforms were accompl1shed and to 
determ1ne the proJect's 1mpact on benef1c1ar1es. G1ven that 
there w111 be d1sbursements under th1s proJect for reforms 
carr1ed out by ARENTO, and that these reforms w111 be mon1tored 
on an annual bas1s, a m1d-term evaluat10n may be unnecessary. 
However, the proJect does 1nclude fund1ng prov1s10ns for a m1d­
term evaluat10n, should USAID and ARENTO determ1ne that such an 
evaluat10n would be benef1c1al. 

Key to the evaluat10n of th1s proJect are three sector stud1es 
be1ng f1nanced under the Telecommun1cat1ons IV ProJect: Cost of 
Serv1ces, Operat10ns and Ma1ntenance, and Inst1tut1onal and 
Sector Assessment. The f1nd1ngs and recommendat1ons generated 
from these stud1es w111 be used 1n develop1ng a pol1cy and 
1nst1tut10nal reform program for ARENTO to be 1mplemented under 
th1s proJect. The Cost of SerV1ces and Operat10ns and 
Ma1ntenance stud1es w111 be completed 1n August 1993 The 
Inst1tut10nal and Sector Assessment, wh1ch among other th1ngs, 
w1l1 conso11date the f1nd1ngs and conclUS1ons of the Cost of 
SerV1ces and Operat10ns and Ma1ntenance stud1es, should be 
completed by early 1994 

These three stud1es w1II prov1de a wealth of 1nformat1on on 
ARENTO, the telecommun1cat10ns sector 1n Egypt, and, 1nd1rectly, 
the 1mpact of the prev10us four telecommun1cat10ns proJects In 
add1t1on, the stud1es w111 prov1de the basel1ne 1nformat1on 
necessary for a f1nal evaluat10n of the Telecommun1cat1ons Sector 
Support ProJect as well as ass1st 1n 1dent1fY1ng key lssues to be 
exam1ned under the f1nal evaluat10n 

Evaluat10n 1ssues concern1ng pol1cy reforms w111 1nclude the 
qual1ty of ARENTO management, both 1n terms of f1nanc1al 
management and bureaucrat1c structure The evaluat10n w1II 
determ1ne the extent of ARENTO's 1ncreased 1ndependence 1n 
dec1s10n-mak1ng along w1th greater levels of accountab111ty. 
Concurrently, the evaluat10n w111 analyze ARENTO's progress 1n 
earn1ng and reta1n1ng 1tS revenues. In add1t10n, the evaluat10n 
w111 examlne the extent of ARENTO's 1nvestment 1n the proper 
tralnlng and development of lts work force as It relates to 
lmproved operatlons and malntenance. 

Questlons on lmpact to be addressed wlll lnclude: 

~ What are the dlfferent classes of consumers? 

~ What proport10n of total demand lS served by the proJect, 
and how has demand grown as a result of the 1ntroductlon of 
serv1ces? 
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What 1S the cost of serV1ces de11vered? Do fees charged for 
the serV1ces cover the1r costs? 

To what use are the serV1ces put? Are these uses 
econom1cally eff1c1ent? 

What econom1C or soc1al act1v1t1es do the serV1ces perm1t 
Wh1Ch prev10usly d1d not eX1st? 
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ANNEXA 

PID APPROVAL MEMORANDUM 



UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

CTION MEMORANDUM FOR THE ACTING DIRECTOR 

JATE 

'ROM 

'HROUGH 

,UBJECT 

)ROBLEM 

JISCUSSION 

: 

· · 
· · 
: 

• · 

IJ'OSJ.PS 

AAO/POS 

Approval of the Telecommun1cat10ns sector Support 
ProJect Ident1f1cat10n Document (PID) 

Your s1gnature 1S requ1red to approve the 
Telecommun1cat1ons sector Support PIO (263-0223) 
for $200 m11110n 

The subJect PIO has been rev1ewed by the ProJect 
and Execut1ve Comm1ttees, and (as a draft 
document) by the NE Bureau In accordance w1th 
the dec1s1ons made at the Execut1ve Comm1ttee 
reV1ew held on January 19, 1993, the PIO was 
mod1f1ed as 1nd1cated below 

The d1Scuss1on 1n the PlO of the spec1f1c types 
of pol1cy changes env1s10ned by the proJect was 
expanded 

The 11fe of proJect (LOP) was changed to S1X 
years 

It was spec1f1ed that ARENTO w111 rece1ve proJect 
funds for equ1pment as a loan from the GOE Only 
funds for techn1cal ass1stance (TA) and tra1n1ng 
w111 be passed as a grant to ARENTO. 

The proJect w111 1nclude prov1s10ns for f1nanc1ng 
spec1al1zed TA to help ARENTO 1mplement any or 
all of the pol1cy reforms undertaken 1n the 
course of the proJect 

The proJect purpose statement was mod1f1ed to 
convey the not10n of ARENTO ach1ev1ng full 
1nst1tut10nal and f1nanC1al autonomy as a result 
of the proJect 

The PID was rev1sed to enV1S10n a proJect 
featur1ng an 1n1t1al (FY 93) obl1gat1on w1th no 
cond1t1onal1ty (s1nce the pol1cy reform agenda 
w111 st111 be under development at that t1me) , an 
FY 94 oblIgatIon condItIoned on ARENTO agreement 
to a reform program acceptable to USAID, and all 
subsequent oblIgatIons completely contIngent upon 



.ECOMMENDATION 

learance 

- 2 -

achlevement by ARENTO and/or the GOE of speclflc 
telecommunlcatlon sector POllCy reform 
benchmarks 

On January 22, 1993 (STATE 20420) the NE Bureau 
agreed In prlnclple to delegate PlD approval 
authorlty to the Mlsslon, but requested that a 
copy of the PlD IIln draft" be provlded for 
lnformal Bureau reVlew prlor to lssulng a 
delegatlon of authorlty The M1SS1on transmltted 
the PlD, revlsed as above, ("cleared" but not 
"approved" by the M1SSlon Dlrector) as a draft 
document to the Bureau on March 29, 1993 On 
Aprll 23, 1993 (STATE 145705), the Actlng AAjNE 
approved an ad hoc delegatlon of authorlty to the 
USAlD/Calro M1SSlon Dlrector to approve the PlD 

The attached PlD lS ldentlcal to the verSlon 
WhlCh was "cleared ll by the M1SSlon Dlrector for 
transmlttal to the NE Bureau on March 29, 1993 
All necessary clearances have been obtalned 

That you approve the subJect PlD by slgnlng In 
block No 18 of the ProJect ldentlflcatlon 
Document facesheet 

DlSAPPROVAL __________________ _ 

DATE,~0~/;...L-t;~/;-=--7-=-3----

D/DR/PT1.rr Hunt ~ 
DjDR, p""\Thorn ~ 
DjLEG, T cart~e~r~;~~~~~= 
DjDIRjCS, J Dunlap~-+~~ __ _ 

)rafted by GRWhaley PDS/PS 0 2/93 DoclD TC5\PIDAPROV 593] 
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ANNEXB 

EXECUTIVE COMMITTEE DECISION 
MEMORANDUM 



UNITED STATES GOVERNMENT 

memorandum 
DATE July 25, 1993 

~ 
FROM 

thru 
Glenn Rutanen-Whaley, PDS/PS 
Beth C~A)OD/PDS 

/ Telecommun1cat10ns sector Support ProJect (263-0223) SUBJECT 

ProJect Paper (PP) 

TO See D1str1but10n 

The Execut1ve Comm1ttee (ExCom) rev1ewed and approved the 
subJect PP on July 21, 1993. Attached 1S a record of the 
dec1s10ns wh1ch were made and other gU1dance and comments 
rece1ved 

Clearance: 

(A)AD/PDS, J Mal1ck 
AD/DR, Paul Thorn 

D1str1but1on: 

Execut1ve Comm1ttee 

(A)DIR, Chr1stopher Crowley 
(A)AD/PDS, Jeffery Mallck 
(A)AD/HRDC, Thomas McKee 
AD/TI, Pr1sc11la del Bosque 
(A)AD/AGR, John FOt1 
DIR/CS, James Dunlap 
(A)AD/FM, N1malka W1Jesoor1ya 

cc: 

1. Pro] ect Team 

DR/PR, R Gohar 
DR/PT, R Youssef 
EAS, M. Gellerson 
PDS/PS, L Latlf 
PDS/P, J Glustl 
FM/FA, M Moun1r 

2. OD/DR/PT, J Hunt 

(A)DDIR, Douglas Clark 
AD/DR, Paul Thorn 
AD/MGT, John L1ebner 
AD/LEG, Theodore Carter 
(A)AD/EAS, Paul Mull1gan 
(A)OD/PDS/P, R1chard Handler 

DRIPT, F Mahmoud 
FM/FA, M Shaaranl 
HRDC/ET, D. Leach 
PDS/PS, T Gehr 
LEG, V Moore 
DIR/CS, M Walsh 

[Drafted by GRWhaley PDS/PS 07/25/93 DoclD PWT\ TC5\PPEXCDES 793] 



Executive Committee Issues and Concerns 

Issue 1 ARENTO Autonomy - The project purpose IS to accelerate and enhance the 
evolution of ARENTO Into a fully autonomous telecommunications utility Conditions 
reflecting purpose achievement Will be a set of poliCies In place that Will give ARENTO 
autonomy to become a viable utility, and eVidence that ARENTO and the GOE are 
Implementing the new poliCies The IS no explicit discussion In the project paper as to 
whether eXisting legislation In ItS current form (Law 153), If Implemented, Will provide an 
adequate framework for ARENTO to become an autonomous utility To thiS end, IS Law 
153 m ItS current form adequate, or IS new legislation needed? 

DecIsion - ThiS Issue Will be fully examined In the telecommunications sector assessment 
study to be carned out In the coming months If Law 153 needs to be amended or 
replaced, such an action could form the baSIS of a policy reform measure called for 
under the project 

Issue 2 Policy Conditionality - There IS little diSCUSSion In the PP on whether the 
project's proposal to condition the obligation of funds on policy performance In FYs 95 
and 96 IS feasible There IS an Implicit assumption that eqUipment needed for system 
expansion and modernization can be packaged Into discrete, self-contained components 
linked to policy performance Is thiS assumption correct, or IS AID's policy leverage 
With ARENTO likely to be undermmed by pressures to obligate funds In order to 
aVOId the problem of fundmg Incomplete systems? 

DeCISion - Given that funds obligated each year for equipment and Installation services 
Will be used to procure discrete, modular-type, stand-alone systems, the problem of 
funding Incomplete systems Will not anse None of the equipment contracts Will be 
dependent on Incremental funding from follow-on obligations The engineering services 
and technical assistance contracts, which Will be funded out of more than one obligation, 
will be phased by uSing "priced options" or some other appropnate mechanism 

Issue 3 Prolect Schedule - The PP proposes a condition precedent to the second 
disbursement (FY 94) that requires ARENTO to enter Into a memorandum of 
understanding (MOU) With USAID which sets out the speCifiC reforms to be achieved by 
ARENTO and/or the GOE The MOU Will be based on the findings of three sector 
studies being financed under the TelecommUnications IV project The studies are 
expected to be completed dUring the second quarter of FY 1994 What assurances 
does the MISSion have that the studies Will be completed as scheduled, especially 
the sector and mstltutlonal assessment, the contract for which has not been 
awarded yet? How confident IS the MISSion that the MOU can be agreed upon In 
time for a FY 94 obligation? If delays m completmg the sector studies and/or 
negotlatmg the MOU prevent an FY 94 Obligation, what are the consequences for 
meetmg prOject obJectives? 
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DeCISion - The Cost of Services Study and the Operations and Maintenance Study are 
nearly complete The PIO IT for the Sector Assessment Study IS In clearance At the 
request of the Acting Director, DIRICS agreed to give this procurement action prlonty If 
the procurement IS not delayed, the Sector Assessment will be competed by February 
1994 That would allow SIX months for the negotiation and execution of the MOU, which 
should be sufficient If this process suffers delays such that the MOU cannot be signed 
In time for an FY 94 obligation, then the funds could be "rolled-over" Into FY 95 and be 
obligated early dUring that year (assuming the MOU IS signed In a timely fashion) 

Concern 1 Incremental Authorization - The project paper contains a full description, 
with supporting analyses, of a $200 million (plus LE 100 million GOE contribution) 
telecommunications project In order to underscore the Incremental nature of AID 
funding for the proJect, and the linkage of release of funds to policy performance on the 
part of ARENTO, the project will not initially be authOrized at the life of project (LOP) level 
of $200 million Instead, project funds will be Incrementally authOrized as well as 
obligated, In annual tranches of $30, $50, $60, and $60 million In FYs 93, 94, 95, and 96, 
respectively Operationally, this Will require that the project authOrization be amended 
each year In advance of amending the project agreement to obligate the annual tranche 
of funds Does the Executive Committee agree that amending the project 
authOrization on an annual baSIS Will not result In an overly burdensome paperwork 
reqUirement In the case of this proJect? 

DeCISion - In a meeting between the (A)DIR and the principals of DR and PDS after the 
ExCom meeting, It was decided that the paperwork burden of an annual authOrization 
amendment Will be Inconsequential, and that each new tranche of project funds Will be 
added to the authonzed amount via an authonzatlon amendment Immediately pnor to 
obligation of the tranche However, after the MOU IS Signed, USAID Will conSider 
authOriZing the balance of the funds for the remaining authOrizations 

Concern 2 Contingency Funds - The project financial plan Includes a $28 4 million 
contingency element (based on 20 percent of the $141 3 million equipment and 
Installation services component) What IS the rationale for thiS relatively large 
contingency amount? 

DeCISion - Although slightly higher than IS customary for such proJects, the contingency 
level IS acceptable given the vanous uncertainties faCing the project at thiS time, including 
the outcome of the sector studIes, InaccuraCies In ARENTO's planning, Inflation rates, 
etc 

Other Substantive Comments/GUidance ReqUiring Further Action 

~ A lIst of polIcy reforms accomplIshed as a result of the TelecommUnications I - III 
prOjects should be added to Section 1 3 of the project paper 



- 3 -

Section 1 5 should Include an Indication of the extent to which the project Will 
contribute to the GOE's overall targets for telecommUnications network expansion 

Section 2 4 2 should be revised to Include a reference to a project-financed 
personal services contractor to assist In project Implementation and monitoring 

Section 4 1 should Include a brief clarification of the exact mechamsm and 
anticipated annual sequence of events culminating In an obligation of funds against 
pohcy performance The terms "milestone," "reform objective, II and "medium term 
goal" need to be defined and differentiated 

In a related matter, the Acting MISSion Director verbally approved DRIPT's 
proposal to Immediately publish In the Commerce Busmess Dally a request for 
prequahflcatlon Information from firms Interested In prOViding consulting engineering 
services under the project 
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AROJECT DESIGN SUMMARY 

LOGICAL FRAMEWORK 

Project Title and Number Telecommunications Sector Support Project 263 0223 

NARRAllVE SUMMARY OBJECllVEL Y VERIFIABLE INDICA TORS MEANS OF VERIFICA1l0N 

Prop .... or _ 0.... The _ abjootive to whIoh .... "",)OCt -.. .. af _ AoNev_ 

....-
Teledenslty of seven (7) telephones per 100 ARENTO statIstIcs 

Increasect access to efficIent and reliable publIC 
utilities In target arelS 

population 

PJoject '-.po ... Ca"'~ __ will ......... p_ """ b ....... ..,... End of 

projellt_ 

To accelerate and enhance the evolutIon of ARENTO 
Into a fully autonomous telecOnllUl1CatlOl1S utility ARENTO/GOE has achIeved all poliCY/institutIonal ARENTO records Contractor reports 

reforms set forth In the MOU to be sIgned by 
ARENTO and USAID during the f1 rst year of the 
I>ro ect (See SectIon 4 1 of the Pro ect PaDer) 

Outpute ~nI_of_ 

• UpdatIng of ARENTO's operating procedures • TraInIng program c~leted · ARENTO records Contractor reports 
and management poll c I es to bring them In 
lIne WIth modern IndustrIal and utility .. ReVIsed operating procedures publIshed and · ARENTO records Contractor reports 
practIce 111~let1lllf1ted 

• RationalIZatIon of ARENTO's tarIff · Actual cost of domestIC telephone service · ARENTO records Contractor reports 
structures IS covered by local service tarIffs 

· ARENTO's revenues are suffiCIent to cover · ARENTO records Contractor reports 
100 percent of DIM requl rements and a 
SIgnificant portion of capital expansIon 

• Expans I on and enhancement of ARENTO's .. 20 dIgItal sWItches and associated outsIde • Site VISIts Contractor reports 
service network WIth state of the art plant networks consIstIng of 466 000 lines 
equIpment Installed and operatIonal 

• Network Operations Center (NOC) Installed · Site VISIts Contractor reports 
and oDeratlonal 

Inpuce lmP_tadaft Torget IType MId a-.dty) 

.. PrOVIde traIning and related polICY refonn USS ,mIllIons) Ex~ended Executed contract docl.l11ents Contractor reports 
TA as reqlnred for developIng and f!2l 'fill FY95 FY96 99 IQill Contractor/supplIer InvoIces approved and paid 
ImplementIng new operating procedures Site Visits by USAIO persomel 
polICY reforms and tarl ff restructuring Eng Serv 0 20 5 a 100 170 

EqUipment 0 5 0 20 0 1163 141 3 .. Conmocl!ty support for dIgItal SWitches TA/Trng 0 a 4 0 90 130 
outSIde plant NOC and Installation Audlt/Eval 0 0 0 o 3 o 3 
SerY1CeS Cant I ngeney 0 0 70 21 4 28 4 

• ConsultIng engIneerIng servIces for deSIgn TOTAL 0 70 36 0 1570 200 0 
___ ~ ____ ~nd_Ln!;ta1latlon management -_._-- - --- --- -----

BEST AVAIlABLE DOCUMENl 

LIfe of Project 

From FY 1993 to FY 1999 

Total US Funding $200 million 

Date Prepared July 15 1993 

IMPORTANT ASSUMPll0NS 

A ....... _ .... ...-.... gooI .. ""te 

Expansion of telecOl111U'llcatlons Infrastructure 
r_lns a high priority of the GOE 

A ....... _ .... _ng purpo .. 

The overall reform climate In the GOE WIll remain 
favorable toward achIevement of the needed 
polItIcal and polICY adjustments whIch IlKISt 
accOl1'4'8ny the des Ired poll cy reforms 

A ....... _ t .. _ng oU1pUt. 

.. ARENTO and Ministry management support 
moderniZatIon of ARENTO's operatIng 
procedures and management poliCIes and are 
WIllI ng to undertake agreed upon reforms 

.. The GOE macroecononnc and political 
enVlronnent allows the 1I1~lementatlon of 
agree upon telecOl111U'llcatlons tariff 
reforms 

• ARENTO contInues to operate and maintaIn 
the country's teleCOl111U'llcatlons network 

.. Project traIned staff IS capable and 
available to operate and maIntain the new 
SYstems 

A.......,_ I .. provkIIng Input. 

ARENTO nomInates and makes avaIlable qualIfIed 
staff for training, and retaIns the qualIfIed 
staff 

ARENTO maIntaIns ItS certIfIcatIon to undertake 
host country contractIng 

ARENTO contributes all required local currency for 
project fInanced actIvItIes 

----

(Pi 
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A I D PROJECT STATUTORY CHECKLIST FOR FY 1993 

5C(1) - COUNTRY CHECKLIST 

L1sted below are statutory cr1ter1a app11cable to the e11g1b1l1ty of countr1es to 
rece1ve the follow1ng categor1es of ass1stance (A) both Development Ass1stance and 
Econom1c Support Funds, (B) Development Ass1stance funds only, or (C) Econom1C 
Support Funds only 

A COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC 
SUPPORT FUND ASSISTANCE 

1 Narcotics Certification (FAA 
Sec 490) (Th1S prov1S10n appl1es to 
ass1stance prov1ded by grant, sale, 
loan, lease, cred1t, guaranty, or 
1nsurance, except ass1stance relat1ng 
to 1nternat10nal narcot1cs control, 
d1saster and refugee rel1ef ass1stance, 
narcot1cs related ass1stance, or the 
prov1s1on of food (1nclud1ng the 
monet1zat10n of food) or med1c1ne, and 
the prOV1S1on of non-agr1cultural 
commod1t1es under P L 480 Th1s 
prOV1S1on also does not apply to 
ass1stance for ch11d surv1val and AIDS 
programs wh1ch can, under sect10n 542 
of the FY 1993 Appropr1at1ons Act, be 
made ava1lable notw1thstand1ng any 
prov1s1on of law that restr1cts 
ass1stance to fore1gn countr1es) If 
the rec1p1ent lS a "major 1ll1c1t drug 
produc1ng country" (def1ned as a 
country produc1ng dur1ng a f1scal year 
at least f1ve metr1c tons of Op1um or 
500 metr1c tons of coca or mar1Juana) 
or a "major drug-trans1t country" 
(def1ned as a country that lS a 
slgn1f1cant d1rect source of 1ll1c1t 
drugs slgn1f1cantly affect1ng the 
Un1ted States, through Wh1Ch such drugs 
are transported, or through Wh1Ch 
slgn1f1cant sums of drug-related 
prof1ts are laundered w1th the 
knowledge or comp11c1ty of the 
government) 

(1) has the Pres1dent 1n 
the Apr1l 1 Internat10nal Narcot1cs 
Control Strategy Report (INSCR) 
determ1ned and cert1f1ed to the 
Congress (w1thout Congress1onal 
enactment, w1th1n 45 calendar days, of 
a resolut~on dlsapprovlng such a 
certlficatlon), that (a) durlng the 

N/A 

nIl 



- 2 -

prevl.ous year the country has 
cooperated fully wl.th the Unl.ted States 
or taken adequate steps on l.ts own to 
satl.sfy the goals and obJectl.ves 
establl.shed by the U N Conventl.on 
Agal.nst Illl.cl.t Traffl.c l.n Narcotl.c 
Drugs and Psychotropl.c Substances, or 
that (b) the vl.tal natl.onal l.nterests 
of the Unl.ted States requl.re the 
provl.sl.on of such aSSl.stance? 

(2) wl.th regard to a major 
l.lll.cl.t drug producl.ng or drug-transl.t 
country for whl.ch the Presl.dent has not 
certl.fl.ed on Aprl.l 1, has the Presl.dent 
determl.ned and certl.fl.ed to Congress on 
any other date (wl.th enactment by 
Congress of a resolutl.on approvl.ng such 
certl.fl.catl.on) that the vl.tal natl.onal 
l.nterests of the Unl.ted States requl.re 
the provl.sl.on of assl.stance, and has 
also certl.fl.ed that (a) the country has 
undergone a fundamental change l.n 
government, or (b) there has been a 
fundamental change l.n the condl.tl.ons 
that were the reason why the Presl.dent 
had not made a "fully cooperatl.ng" 
certl.fl.catl.on 

2 Indebtedness to U S C1.t1.zens 
(FAA Sec 620(c) If aSS1.stance 1.S to 
a government, l.S the government 
1.ndebted to any U S C1.tl.zen for goods 
or servl.ces furn1.shed or ordered where 
(a) such C1.tl.zen has exhausted 
ava1.lable legal remed1.es, (b) the debt 
1.S not denl.ed or contested by such 
government, or (c) the l.ndebtedness 
arl.ses under an uncond1.tl.onal guaranty 
of payment gl.ven by such government or 
controlled ent1.ty? 

3 Seizure of U S Property (FAA 
Sec 620(e)(1» If aSS1.stance 1.S to a 
government, has 1. t (1.nc 1ud1.ng any 
government agenc1.es or subd1.v1.s1.ons) 
taken any actl.on wh1.ch has the effect 
of nat1.onal1.zl.ng, expropr1.at1.ng, or 
otherw1.se se1.z1.ng ownersh1.p or control 
of property of U S C1.tl.zens or 
entl.tl.es benef1.cl.ally owned by them 
wlthout taklng steps to dlscharge lts 
obl1gatlons toward such cltlzens or 

N/A 

No 

No 

C),/ 
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nt1.t1.es? 
4 Communl.st countries (FAA 

Secs 620(a), 620(f), 620D, FY 1993 
Approprl.at1.ons Act Secs 512, 543) Is 
recl.p1.ent country a Communl.st country? 
If so, has the Pres 1. dent (a) 
determ1.ned that ass1.stance to the 
country 1.S v1.tal to the securl.ty of the 
Unl.ted States, that the rec1.p1.ent 
country 1.S not controlled by the 
l.nternat1.ona1 Communl.st conspl.racy, and 
that such aSSl.stance w1.1l further 
promote the 1ndependence of the 
rec1p1.ent country from 1.nternat10nal 
commun1sm, or (b) removed a country 
from app11cable restr1.ct1.ons on 
ass1stance to commun1.st countr1es upon 
a determ1nat1.on and report to Congress 
that such act1.on 1.S 1.mportant to the 
nat10nal 1.nterest of the Un1.ted States? 
W1.l1 ass1stance be prov1.ded e1.ther 
d1.rectly or 1.nd1rectly to Angola, 
Cambod1.a, Cuba, Iraq, L1bya, V1.etnam, 
Iran or Syr1a? W1.ll ass1stance be 
prov1.ded to Afghan1stan w1.thout a 
cert1.f1.cat1.on, or w1.ll ass1.stance be 
prov1.ded 1ns1.de Afghan1.stan through the 
Sov1.et-controlled government of 
Afghan1.stan? 

5 Mob Actl.on (FAA Sec 620(J» 
Has the country perm1.tted, or fa1led to 
take adequate measures to prevent, 
damage or destruct10n by mob act1.on of 
U S property? 

6 OPIC 
Sec 620(1» 
to enter 1nto 
agreement w1th 

Investment Guaranty (FAA 
Has the country fa1led 
an 1nvestment guaranty 

OPIC? 

7 Seizure of U S Fl.shing 
Vessels (FAA Sec 620(0), Fl.shermen's 
Protect1.ve Act of 1967 (as amended) 
Sec 5) (a) Has the country sel.zed, 
or l.mposed any penalty or sanct1.on 
aga1nst, any U S fl.sh1ng vessel 
because of f1.sh1.ng act1.v1.t1.es 1n 
l.nternat1.onal waters? (b) If so, has 
any deduct1.on requ1.red by the 
Fl.shermen's Protect1ve Act been made? 

8 Loan Default (FAA Sec 

No 

No 

No 

No 

No 
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620(q), FY 1993 Appropr~at~ons Act 
Sec 518 (Brooke Amendment» (a) Has 
the government of the rec~p~ent country 
been ~n default for more than s~x 

months on ~nterest or pr~nc~pa1 of any 
loan to the country under the FAA? (b) 
Has the country been ~n default for 
more than one year on ~nterest or 
pr~nc~pa1 on any U S loan under a 
program for wh~ch the FY 1990 
Appropr~at~ons Act appropr~ates funds? 

9 Military Equipment (FAA Sec 
620(s» If contemplated ass~stance ~s 
development loan or to come from 
Econom1C Support Fund, has the 
Adm~n~strator taken ~nto account the 
percentage of the country's budget and 
amount of the country's fore~gn 

exchange or other resources spent on 
m~l~tary equ~pment? (Reference may be 
made to the annual "Tak~ng Into 
Cons~derat~on" memo "Yes, taken ~nto 
account by the Adm~n~strator at t~me of 
approval of Agency DYB" Th~s approval 
by the Adm~n~strator of the Dperat~onal 
Year Budget can be the bas~s for an 
aff~rmat~ve answer dur~ng the f~scal 

year unless s1gn~f~cant changes ~n 

c~rcumstances occur ) 

10 Diplomatic Relations with 
U S (FAA Sec 620(t» Has the 
country severed d~plomat~c relat~ons 

w~th the Un1ted States? If so, have 
relat10ns been resumed and have new 
b~lateral ass~stance agreements been 
negot~ated and entered ~nto s~nce such 
resumpt10n? 

11 U N Obl1gat10ns (FAA Sec 
620(u» What ~s the payment status of 
the country's U N ob11gat10ns? If the 
country 1S 1n arrears, were such 
arrearages taken 1nto account by the 
A I D Adm~n1strator 1n determ1n1ng the 
current A I D Operat~onal Year Budget? 
(Reference may be made to the "Tak1ng 
1nto Cons~derat~on" memo ) 

12 International Terrorism 

a Sanctuary and support 

Yes, taken 
adm1n1strator 
Agency OYB 

1nto account by the 
at t1me of approval of 

No 

No arrears 

No 
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(FY 1993 Appropn.at1.ons Act Sec 554, 
FAA Sec 620A) Has the country been 
determ1.ned by the Pres1.dent to (a) 
grant sanctuary from prosecut1.on to any 
1.nd1v1dua1 or group wh1ch has comm1tted 
an act of 1nternat1ona1 terrorism, or 
(b) otherw1se support internat1ona1 
terror1.sm, unless the Pres1.dent has 
wa1ved th1s restr1ct10n on grounds of 
nat1.ona1 secur1 ty or for human1 tar1an 
reasons? 

b Airport Security (ISDCA 
of 1985 Sec 552(b) Has the Secretary 
of State determ1.ned that the country loS 
a h1.gh terror1st threat country after 
the Secretary of Transportat1.on has 
determ1ned, pursuant to sect1.on 
1115(e)(2) of the Federal AV1at1on Act 
of 1958, that an a1.rport 1.n the country 
does not ma1.nta1.n and adm1n1.ster 
effect1.ve secur1.ty measures? 

13 Discrim1nat1.on (FAA Sec 
666(b» Does the country obJect, on 
the bas1.s of race, rel1.g1.on, nat1.ona1 
or1.g1.n or sex, to the presence of any 
off1.cer or employee of the U S who 1.S 
present 1.n such country to carry out 
econom1.C development programs under the 
FAA? 

14 Nuclear Technology (FAA 
Secs 669, 670) Has the country, 
after August 3, 1977, de11.vered to any 
other country or rece1.ved nuclear 
enr1chment or reprocess1ng equ1pment, 
mater1als, or technology, w1thout 
spec1f1ed arrangements or safeguards, 
and W1. thout spec1al cert1f1.cat1.on by 
the Pres1dent? Has lot transferred a 
nuclear explos1ve dev1.ce to a 
non-nuclear weapon state, or 1.f such a 
state, e1ther rece1.ved or detonated a 
nuclear exp1os1ve dev1.ce? If the 
country loS a non-nuclear weapon state, 
has 1t, on or after August 8, 1985, 
exported (or attempted to export) 
1.11ega11y from the Un1.ted States any 
mater1a1, equ1.pment, or technology 
wh1ch would contr1.bute s1gn1f1.cantly to 
the ab1l1ty of a country to manufacture 
a nuclear explos1ve dev1ce? (FAA Sec 

No 

No 

No 
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620E permlts a speclal walver of Sec 
669 for Paklstan ) 

15 Algiers Meeting (ISDCA of 
1981, Sec 720) Was the country 
represented at the Meetlng of Mlnlsters 
of Forelgn Affalrs and Heads of 
Delegatlons of the Non-Allgned 
Countrles to the 36th General Assembly 
of the U N on Sept 25 and 28, 1981, 
and dld lt fall to dlsassoclate ltself 
from the comrnunlque lssued? If so, has 
the Presldent taken lt lnto account? 
(Reference may be made to the "Taklng 
ltlto Conslderatlon" memo ) 

16 Mllitary Coup (FY 1993 
Approprlatlons Act Sec 513) Has the 
duly elected Head of Government of the 
country been deposed by mllltary coup 
or decree? If asslstance has been 
termlnated, has the Presldent notlfled 
Congress that a democratlcal1y elected 
government has taken offlce prJ.or to 
the resurnptlon of asslstance? 

17 Refugee Cooperatl0n (FY 1993 
Approprlatlons Act Sec 538) Does the 
reclplent country fully cooperate wlth 
the lnternatlonal refugee asslstance 
organl.Zatlons, the Unl.ted States, and 
other governments In facllltatlng 
lastlng Solutlons to refugee 
sltuatlons, lncludl.ng resettlement 
wlthout respect to race, sex, re1lglon, 
or natlona1 orlgln? 

18 ~xploltation of Children 
(FAA Sec 116 (b» Does the reclplent 
government fal.1 to take approprl.ate and 
adequate measures, wlthl.n l.ts means, to 
protect chl.ldren from explol.tatl.on, 
abuse or forced conscrl.ptl.on l.nto 
ml.ll.tary or param1.1l.tary serVl.ces? 

No 

No 

Yes 

No 

B COUNTRY ELIGIBILITY CRITERIA APPLICABLE ONLY TO DEVELOPMENT ASSISTANCE ("DA") 

N B PART B OF THE COUNTRY CHECKLIST, 
WHICH IS APPLICABLE TO DEVELOPMENT 
ASSISTANCE ONLY, HAS BEEN OMITTED 
BECAUSE ALL ASSISTANCE IS ESF-FUNDED 

N/A 
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C COUNTRY ELIGIBILITY CRITERIA APPLICABLE ONLY TO ECONOMIC SUPPORT FUNDS C'ESF It
) 

Human R1ghts Violations (FAA Sec 
S02B) Has Lt been determ1ned that the 
country has engaged Ln a cons1stent 
pattern of gross vLolatLons of 
LnternatLonally recogn1zed human 
rLghts? If so, has the PresLdent found 
that the country made such sLgnLfLcant 
Lmprovement Ln lts human rlghts record 
that furnLshlng such asslstance 1S Ln 
the U S nat10nal Lnterest? 

No 



A I D PROJECT STATUTORY CHECKLIST FOR FY 1993 

5C(2) - ASSISTANCE CHECKLIST 

L1sted below are statutory cr1ter1a app11cab1e to the ass1stance resources 
themselves, rather than to the e11g1b1l1ty of a country to rece1ve ass1stance Th1s 
sect10n 1S d1v1ded 1nto three parts Part A 1ncludes cr1ter1a app11cable to both 
Development Ass1stance and Econom1c Support Fund resources Part B includes cr1ter1a 
app11cable only to Development Ass1stance resources Part C 1ncludes cr1ter1a 
app11cable only to Econom1c Support Funds 

CROSS REFERENCE IS COUNTRY CHECKLIST UP TO DATE? Yes 

A CRITERIA APPLICABLE TO BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC SUPPORT FUNDS 

1 Host 
Efforts (FAA Sec 

Country 
601(a» 

Development 
Informat1on 

and conclus1ons on whether ass1stance 
w1l1 encourage efforts of the country 
to (a) 1ncrease the flow of 
1nternat1onal trade, (b) foster pr1vate 
1n1t1at1ve and compet1t1on, (c) 
encourage development and use of 
cooperat1ves, cred1t un1ons, and 
sav1ngs and loan assoc1at1ons, 
(d) d1scourage monopo11st1c pract1ces, 
(e) 1mprove techn1cal eff1c1ency of 
1ndustry, agr1culture, and commerce, 
and (f) strengthen free labor un10ns 

2 U S Private Trade and 
Investment (FAA Sec 601(b» 
Informat1on and conclus1ons on how 
ass1stance w11l encourage U S pr1vate 
trade and 1nvestment abroad and 
encourage pr1vate U S part1c1pat10n 1n 
fore1gn ass1stance programs (1nclud1ng 
use of pr1vate trade channels and the 
serv1ces of U S pr1vate enterpr1se) 

3 Congress10nal Notification 

a General requ1rement (FY 
1993 Appropr1at1ons Act Sec 522, 
FAA Sec 634A) If money 1S to be 
obl1gated for an act1vlty not 
prevlously Justlf1ed to Congress, or 

The Goal of th1s proJ ect 1S 1ncreased 
access to eff1c1ent and reliable pub11c 
ut1l1t1es 1n target areas The project 
w1l1 result 1n the modern1zat1on of 
Egypt's telecommun1cat1on ut1l1ty and 
ratlona11zatlon of 1ts tar1ff 
structures State-of-the-art d1g1ta1 
sW1tch1ng technology and network 
connect1ons w1ll be prov1ded for 
approx1mately 466,000 pr1vate and 
commerc1al telephone subscr1bers It 1S 
expected that the project w1ll (a) 
1ncrease the flow of 1nternat1onal 
trade, w1ll (b) foster pr1vate 
1n1t1at1ve and compet1t1on, w1ll not 
d1rectly (c) encourage development and 
use of cooperat1ves, cred1t un1ons, and 
sav1ngs and loan assoc1at10ns, w11l not 
d1rectly (d) d1scourage monopo11st1c 
pract1ces, w1ll (e) lmprove technlcal 
eff1c1ency of 1ndustry, agr1culture, and 
commerce, and, w1ll not dlrectly (f) 
strengthen free labor un10ns 

U S pr1vate enterprlses w1ll be a 
source of procurement of goods and 
serv1ces requ1red for th1s project 

Standard Congress10nal Not1f1cat1on 
procedures w1ll be sat1sf1ed pr10r to 
ob11gat10n of funds 
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for an amount Ln excess of amount 
prevLously JustLfLed to Congress, has 
Congress been properly notLfLed (unless 
the ApproprLat1ons Act not1f1cat10n 
requLrement has been wa1ved because of 
substant1al r1sk to human health or 
welfare)? 

b Notice of new account 
obligation (FY 1993 Appropr1at1ons Act 
Sec 514) If funds are beLng 
obligated under an approprLatLon 
account to wh1ch they were not 
appropr1ated, has the Pres1dent 
consulted w1th and prov1ded a wr1tten 
Just1fLcat1on to the House and Senate 
Appropr1at1ons Comm1ttees and has such 
ob1Lgat1on been subject to regular 
notLfLcat10n procedures? 

c Cash transfers and 
nonproJect sector ass1stance (FY 1993 
ApproprLatLons Act Sec S7l(b)(3» If 
funds are to be made avaLlable Ln the 
form of cash transfer or nonproJect 
sector ass1stance, has the 
CongressLonal notLce Lncluded a 
detaLled descr1ptLon of how the funds 
wLll be used, wLth a dLscussLon of U S 
1nterests to be served and a 
descr1ptLon of any economLC polLcy 
reforms to be promoted? 

4 Engineering and Financial 
Plans (FAA Sec 611(a» Pr10r to an 
ob11gat1on 1n excess of $500,000, w111 
there be (a) eng1neer1ng, fLnanc1a1 
or other plans necessary to carry out 
the ass1stance, and (b) a reasonably 
fLrm est1mate of the cost to the U S 
of the ass1stance? 

5 LegLslative Action (FAA Sec 
6l1(a) (2» If leg1slat1ve act10n 1S 
requ1red w1th1n rec1p1ent country w1th 
respect to an ob11gat1on 1n excess of 
$500,000, what LS the basLs for a 
reasonable expectatLon that such act10n 
wLll be completed Ln tLme to permLt 
orderly accomplLshment of the purpose 
of the ass1stance? 

N/A 

N/A 

Yes Refer to Sect10n 3 3 of proJ ect 
paper 

The People's Assembly should rat1fy the 
Grant Agreement Ln a t1me1y manner In 
the past, the Assembly has rat1f1ed all 
grant agreements 1n tLme to perm1t 
orderly accomp11shment of the project 



- 3 -

6 Yater Resources (FAA Sec 
611(b), FY 1993 Appropr1at10ns Act Sec 
501) If project 1S for water or 
water-related land resource 
construct10n, have benef1ts and costs 
been computed to the extent pract1cab1e 
1n accordance w1th the pr1nc1p1es, 
standards, and procedures established 
pursuant to the Water Resources 
P1ann1ng Act (42 USC 1962, et seq )? 
(See A I D Handbook 3 for gU1de11nes ) 

7 Cash Transfer and Sector 
Assistance (FY 1993 Appropr1at10ns Act 
Sec s71(b» \Oh11 cash transfer or 
nonproJ ect sector ass1stance be 
ma1nta1ned 1n a separate account and 
not comm1ngled w1th other funds (unless 
such requ1rements are wa1ved by 
Congress10nal not1ce for nonproJect 
sector ass1stance)? 

8 Cap1tal Ass1stance (FAA Sec 
611(e» If proJ ect 1S cap1tal 
ass1stance (~, construct10n), and 
total U S ass1stance for 1t w1ll 
exceed $1 m1ll10n, has M1SS10n D1rector 
cert1f1ed and Reg10nal Ass1stant 
Adm1n1strator taken 1nto cons1derat10n 
the country's capab1l1ty to ma1nta1n 
and ut1l1ze the project effect1vely? 

9 Multiple Country Objectives 
(FAA Sec 601(a» Informat10n and 
conc1us1ons on whether projects w1l1 
encourage efforts of the country to 
(a) 1ncrease the flow of 1nternat10na1 
trade, (b) foster pr1vate 1n1t1at1ve 
and compet1t10n, (c) encourage 
development and use of cooperat1ves, 
credl. t unl.ons, and savl.ngs and loan 
assocl.atl.ons, (d) d1scourage 
monopoll.st1c pract1ces, (e) 1mprove 
techn1cal eff1cl.ency of 1ndustry, 
agr1cul ture and commerce, and (f) 
strengthen free labor unl.ons 

NjA 

NjA 

The M1SS10n D1rector has so cert1f1ed 
See Annex F of project paper 

The Goal of th1s project 1S 1ncreased 
access to eff1c1ent and re11able pub11c 
ut111t1es 1n target areas The project 
w1l1 result 1n the modern1zat10n of 
Egypt's te1ecommun1cat10n ut111ty and 
rat10na11zat10n of 1tS tar1ff 
structures State-of-the-art d1g1tal 
sW1tchl.ng technology and network 
connectl.ons wl.II be provl.ded for 
approxl.mately 466,000 pr1vate and 
commerc1al telephone subscr1bers It 1S 
expected that the project w111 (a) 
1ncrease the flow of 1nternat1onal 
trade, w1ll (b) foster pr1vate 
1n1t1at1ve and compet1t1on, w111 not 
d1rectly (c) encourage development and 
use of cooperat1ves, cred1t un10ns, and 
sav1ngs and loan assoc1at1ons, w1ll not 
duectly (d) d1scourage monopohst1c 



- 4 -

10 U S Private Trade (FAA Sec 
601 (b) ) Informatl.on and conclus l.Ons 
on how project wl.ll encourage U S 
prl.vate trade and l.nvestment abroad and 
encourage prl.vate U S partl.cl.patl.on l.n 
forel.gn aSSl.stance programs (l.ncludl.ng 
use of prl.vate trade channels and the 
servl.ces of U S prl.vate enterprl.se) 

11 Local Currencies 

a Recipient Contributions 
(FAA Secs 612(b), 636(h» Descrl.be 
steps taken to assure that, to the 
maXl.mum extent possl.ble, the country l.S 
contrl.butl.ng local currenCl.es to meet 
the cost of contractual and other 
servl.ces, and forel.gn currenCl.es owned 
by the U S are utl.ll.zed l.n ll.eu of 
dollars 

bUS -Owned Currency 
(FAA Sec 6l2(d» Does the U S own 
excess forel.gn currency of the country 
and, l.f so, what arrangements have been 
made for l.ts release? 

c Separate Account (FY 
1993 Approprl.atl.ons Act Sec 571) If 
aSSl.stance l.S furnl.shed to a forel.gn 
government under arrangements whl.ch 
result l.n the generatl.on of local 
currenCl.es 

(1) Has A I D (a) 
requl.red that local currenCl.es be 
deposl.ted l.n a separate account 
establl.shed by the recl.pl.ent 
government, (b) entered l.nto an 
agreement wl.th that government 
provl.dl.ng the amount of local 
currenCl.es to be generated and the 
terms and condl.tl.ons under whl.ch the 
currenCl.es so deposl.ted may be 
utl.ll.zed, and (c) establ1.shed by 
agreement the responsl.bl.1l.tl.es of 
A I D and that government to monitor 
and account for deposl.ts l.nto and 

practl.ces, wl.ll (e) l.mprove technl.cal 
effl.cl.ency of l.ndustry, agrl.culture, and 
commerce, and, wl.ll not dl.rectly (f) 
strengthen free labor unl.ons 

U S prl.vate enterprl.ses wl.ll be 
source of procurement of goods 
servl.ces requl.red for thl.s project 

a 
and 

The GOE contrl.butl.on l.S LE 87 ml.lll.on l.n 
cash and LE 13 ml.lll.on l.n-kl.nd, and 
should contrl.bute to equl.pment and 
l.nstallatl.on servl.ces, land acqul.sl.tl.on, 
exchange bUl.ldl.ng constructl.on and OSP 
cl.vl.l works 

No 

NjA 
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account? 
from the 
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separate 

(2) W~ll such local 
currenc~es, or an equ~valent amount of 
local currenc~es, be used only to carry 
out the purposes of the DA or ESF 
chapters of the FAA (depend~ng on wh~ch 
chapter ~s the source of the 
ass~stance) or for the adml.n~strat~ve 

requ~rements of the Un~ted States 
Government? 

(3) Has A I D taken 
all appropr~ate steps to ensure that 
the equ~valent of local currenc~es 

d~sbursed from the separate account are 
used for the agreed purposes? 

(4) If ass~stance ~s 
term~nated to a country, w~ll any 
unencumbered balances of funds 
rema~n~ng 1n a separate account be 
d1sposed of for purposes agreed to by 
the rec~p1ent government and the Un~ted 
States Government? 

12 Trade Restr~ct~ons 

a Surplus Commod~t1es (FY 
1993 Appropr~at10ns Act Sec 520(a» 
If ass~stance ~s for the product~on of 
any commod~ty for export, ~s the 
commod~ty l~kely to be ~n surplus on 
world markets at the t~me the result~ng 
product~ve capac~ty becomes operat~ve, 

and ~s such ass~stance l~kely to cause 
substant~al ~nJury to U S producers of 
the same, s~m~lar or compet1ng 
commod~ty? 

b Textiles (Lautenberg 
Amendment) (FY 1993 ApprOprl.at1ons Act 
Sec 520(c) Wl.l1 the aSSl.stance 
(except for programs l.n Car~bbean Bas~n 
Inl.t~at~ve countr~es under U S Tarl.ff 
Schedule "Sect~on 807," wh1ch allows 
reduced tar1ffs on art~cles assembled 
abroad from US-made components) be 
used d1rect1y to procure feas~b1l1ty 

stud1es, prefeas1b111ty stud1es, or 
project proflles of potentlal 
1nvestment 1n, or to ass1st the 

No 

No 

XI 
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establ1shment of fac111t1es 
spec1f1cally des1gned for, the 
manufacture for export to the Un1ted 
States or to th1rd country markets 1n 
d1rect compet1t10n w1th U S exports, 
of text1les, apparel, footwear, 
handbags, flat goods (such as wallets 
or C01n purses worn on the person), 
work gloves or leather wear1ng apparel? 

13 Tropical Forests (FY 1991 
Appropr1at1ons Act Sec 533(c)(3)(as 
referenced 1n sect10n 532(d) of the FY 
1993 AppropnatlOns Act) ¥1111 funds 
be used for any program, project or 
act1v1ty wh1ch would (a) result 1n any 
s1gn1f1cant loss of trop1cal forests, 
or (b) 1nvolve 1ndustr1a1 t1mber 
extract10n 1n pr1mary trop1ca1 forest 
areas? 

14 PVO Ass1stance 

a Aud1t1ng and 
reg1strat10n (FY 1993 Appropr1at1ons 
Act Sec 536) If ass1stance 1S be1ng 
made ava1lable to a PVO, has that 
organ1zat10n prov1ded upon t1mely 
request any document, f1le, or record 
necessary to the aud1t1ng requ1rements 
of A I D , and 1S the pvo reg1stered 
w1th A I D ? 

b Funding sources (FY 
1993 Appropr1at10ns Act, T1t1e II, 
under head1ng "Private and Voluntary 
Organ1zat10ns") If ass1stance 1S to 
be made to a Un1ted States PVO (other 
than a cooperat1ve development 
organ1zat10n), does 1t obta1n at least 
20 percent of 1ts total annual fund1ng 
for 1nternat1ona1 act1v1t1es from 
sources other than the Un1ted States 
Government? 

15 Pro] ect Agreement 
Documentation (State Author1zat10n Sec 
139 (as 1nterpreted by conference 
report» Has conf1rmat10n of the date 
of s1gn1ng of the proJ ect agreement, 
lncludlng the amount lnvolved, been 
cabled to State LIT and A I D LEG 
w1thln 60 days of the agreement's entry 

No 

N/A 

N/A 

Case - Zab10ck1 Act report1ng procedures 
w111 be followed w1th respect to th1s 
project 
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~nto force Wl.th respect to the Unl.ted 
States, and has the full text of the 
agreement been pouched to those same 
offl.ces? (See Handbook 3, Append~x 6G 
for agreements covered by thl.s 
provl.s~on) 

16 Metric System (Omnlbus Trade 
and Competltlveness Act of 1988 Sec 
5164, as lnterpreted by conference 
report, amendl.ng Metr~c Conversl.on Act 
of 1975 Sec 2, and as lmplemented 
through A I D poll.cy) Does the 
aSSl.stance actlVl.ty use the metrl.C 
system of measurement ~n ~ts 

procurements, grants, and other 
busl.ness-related actl.vl.t~es, except to 
the extent that such use ~s ~mpract~cal 

or ~s ll.kely to cause s~gn~flcant 

l.neffl.cl.enc~es or loss of markets to 
Un~ted States f~rms? Are bulk 
purchases usually to be made ~n metrl.c, 
and are components, subassembl~es, and 
seml.-fabrlcated mater~als to be 
spec~fl.ed In metrlc un~ts when 
econom~cally ava~lable and techn~ca1ly 
adequate? Wl.ll A I D specl.f~catl.ons 

use metrlc unl.ts of measure from the 
ear1l.est programmatl.c stages, and from 
the earll.est documentat~on of the 
aSSl.stance processes (for example, 
project papers) l.nvolvl.ng quantl.fl.able 
measurements (length, area, volume, 
capacl.ty, mass and we~ght), through the 
l.mplementatl.on stage? 

17 Women in Development (FY 
1993 Approprl.atl.ons Act, Tl.tle II, 
under headlng; "Women In Development") 
W1.11 aSSl.stance be desl.gned so that the 
percentage of women partl.cl.pants w1.1l 
be demonstrably l.ncreased? 

18 Regional and Multilateral 
Assistance (FAA Sec 209) Is 
aSSl.stance more effl.cl.ently and 
effectl.vely provl.ded through reglona1 
or multllateral organl.zatl.ons? If so, 
why l.S aSSl.stance not so provl.ded? 
Informatl.on and conclusl.ons on whether 
asslstance wl.ll encourage developlng 
countrl.es to cooperate l.n reglonal 
development programs 

Yes 

The proJ ect wl.ll encourage actl.ve 
partl.Cl.patlon by women 

No 



19 Abortions 
Appropr1at10ns Act, T1tle 
head1ng "Populat10n, DA," 
524) 

(FY 
II, 
and 
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1993 
under 

Sec 

a W111 ass1stance be made 
ava11able to any organ1zat10n or 
program wh1ch, as determ1ned by the 
Pres1dent, supports or part1c1pates 1n 
the management of a program of coerC1ve 
abort10n or 1nvoluntary ster1l1zat10n? 

b W111 any funds be used 
to lobby for abort10n? 

20 Cooperatives (FAA Sec Ill) 
W1ll ass1stance help develop 
cooperat1ves, espec1ally by techn1cal 
ass1stance, to ass1st rural and urban 
poor to help themselves toward a better 
11fe? 

21 
Currencies 

US-Owned Fore1gn 

a Use of currenC1es (FAA 
Secs 612(b), 636(h), FY 1993 
Appropr1at10ns Act Secs 507, 509) 
Are steps be1ng taken to assure that, 
to fhe max1mum extent poss1ble, fore1gn 
currenC1es owned by the U S are 
ut111zed 1n 11eu of dollars to meet the 
cost of contractual and other serv1ces 

b Release of currencies 
(FAA Sec 612(d» Does the U S own 
excess fore1gn currency of the country 
and, 1f so, what arrangements have been 
made for 1tS release? 

22 Procurement 

a Small business (FAA 
Sec 602(a» Are there arrangements 
to perm1t U S small bUS1ness to 
part1c1pate equ1tably 1n the furn1sh1ng 
of commod1t1es and serv1ces f1nanced? 

bUS procurement (FAA 
Sec 604(a) as amended by sect10n 597 
of the FY 1993 Approprlatlons Act) 
W111 all procurement be from the US, 

No 

No 

N/A 

N/A The COE contr1but10n w111 f1nance 
the other local currancy cost assoc1ated 
w1th the project 

No 

Yes 

Yes 



the rec1.p1.ent country, or 
countr1.es except as 
determ1.ned 1.n accordance 
crl.ter1.a of th1.S sectl.on? 
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develop long 
otherw1.se 
w1.th the 

c Marine insurance (FAA 
Sec 604(d» If the cooperat1.ng 
country d1.scr1.ml.nates aga1.nst mar1ne 
1.nsurance companl.es authorl.zed to do 
busl.ness 1n the US, w1.ll commod1t1es 
be l.nsured 1n the Unl.ted States aga1nst 
marl.ne rl.sk w1.th such a company? 

d Non-U S agricultural 
procurement (FAA Sec 604(e» If 
non-U S procurement of agr1cultural 
commodl.ty or product thereof lS to be 
f1.nanced, lS there prOV1S1.0n aga1.nst 
such procurement when the domest1c 
pr1ce of such commod1ty loS less than 
parl.ty? (Exceptl.on where commod1.ty 
f1.nanced could not reasonably be 
procured 1.n US) 

e Construct1.on or 
engineering serv1.ces (FAA Sec 604(g» 
Wl.ll construct1.on or eng1.neer1.ng 
serv1.ces be procured from f1.rms of 
advanced developl.ng countr1.es wh1.ch are 
otherw1.se el1.g1.ble under Code 941 and 
wh 1. ch have attal.ned a compet1.t1ve 
capab1.ll.ty 1.n l.nternat10nal markets 1.n 
one of these areas? (Except1.on for 
those countr1.es wh1.ch rece1.ve d1.rect 
econom1C aSSl.stance under the FAA and 
perm1t Un1ted States f1.rms to compete 
for construct10n or engineer1ng 
serv1ces f1nanced from ass1stance 
programs of these countries ) 

f Cargo preference 
shipping (FAA Sec 603» Is the 
sh1pp1.ng excluded from comp11ance w1th 
the requ1rement 1n sect10n 90l(b) of 
the Merchant Mar1ne Act of 1936, as 
amended, that at least 50 percent of 
the gross tonnage of commod1.t1.es 
(computed separately for dry bulk 
carrl.ers, dry cargo l1.ners, and 
tankers) f1.nanced shall be transported 
on pr1vately owned U S flag commerc1.al 
vessels to the extent such vessels are 
avallable at falr and reasonable rates? 

Egypt does not so dl.SCr1m1nate 

N/A 

No 

No 
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g Technical assistance 
(FAA Sec 62l(a» If techn~cal 

aSSl.stance ~s fl.nanced, wl.ll such 
aSSl.stance be furnl.shed by prl.vate 
enterprl.se on a contract bas~s to the 
fullest extent practl.cable? Will the 
fac~l~tl.es and resources of other 
Federal agencl.es be utl.ll.zed, when they 
are partl.cu1ar1y sUl.tab1e, not 
competl.tl.ve wl.th prl.vate enterpr~se, 

and made aval.lable wl.thout undue 
l.nterference w~th domestl.c programs? 

h U S air carriers 
(Internatl.onal Al.r Transportatl.on Fal.r 
Competl.tl.ve Pract~ces Act, 1974) If 
a~r transportatl.on of persons or 
property l.S f~nanced on grant bas~s, 

w~ll U S carr~ers be used to the 
extent such servl.ce l.S aval.lable? 

l. Termination for 
convenience of U S Government (FY 1993 
Approprl.atl.Ons Act Sec 504) If the 
U S Government l.S a party to a 
contract for procurement, does the 

contal.n a prOVl.Sl.on contract 
authorl.zl.ng 
contract for 
Unl.ted States? 

terml.natl.on of such 
the convenl.ence of the 

J Consulting services (FY 
1993 Approprl.at~ons Act Sec 523) If 
aSSl.stance l.S for consu1tl.ng servl.ce 
through procurement contract pursuant 
to 5 USC 3109, are contract 
expendl.tures a matter of publl.c record 
and aval.1able for publl.c l.nspectl.on 
(unless otherwl.se provl.ded by law or 
Executl.ve order)? 

k Metric conversion 
(Omn~bus Trade and Competl.tl.veness Act 
of 1988, as l.nterpreted by conference 
report, amendl.ng Metrl.c Conversl.on Act 
of 1975 Sec 2, and as l.mplemented 
through A I D po1l.cy) Does the 
aSSl.stance program use the metrl.C 
system of measurement l.n l.ts 
procurements, grants, and other 
buslness-related actlvltles, except to 
the extent that such use l.S l.mpractlca 

Yes 

Yes 

Yes 

Yes 

Yes 
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1 or ~s l~kely to cause s~gn~f~cant 
~neff~c~enc~es or loss of markets to 
Un~ted States f~rms? Are bulk 
purchases usually to be made ~n metr~c 

and are components, subassembl~es, 

and sem~-fabr~cated mater~als to be 
spec~f~ed ~n metr~c un~ts when 
econom~cally ava~lable and techn~cally 
adequate? 'hll A I D spec~f~cat~ons 

use metr~c un~ ts of measure from the 
earl~est programmat~c stages, and from 
the earl~est documentat~on of the 
ass~stance processes (for example, 
project papers) ~nvolv~ng quant~f~able 

measurements (length, area, volume, 
capac~ty, mass and we~ght), through th 
e ~mplementat~on stage? 

1 Compet1t1ve Selection 
Procedures (FAA Sec 60l(e» W~ll the 
ass~stance ut~l~ze compet~t~ve 

select~on procedures for the award~ng 

of contracts, except where appl~cable 

procurement rules allow otherw~se? 

23 Construct~on 

a Cap1tal project (FAA 
Sec 60l(d» If cap~tal (LL, 
construct~on) proJect, w~ll U S 
eng~neer~ng and profess~onal serv~ces 

be used? 

b Construction contract 
(FAA Sec 611(c» If contracts for 
construct~on are to be f~nanced, w~ll 

they be let on a compet~t1ve bas1s to 
max1mum extent pract~cable? 

c Large projects, 
Congress10nal approval (FAA Sec 
620(k» If for construct10n of 
productl.ve enterpr1se, Wl.ll aggregate 
value of ass1stance to be furnl.shed by 
the U S not exceed $100 m~ll~on 
(except for product~ve enterprl.ses l.n 
Egypt that were descr1bed ~n the 
Congress~onal Presentat~on), or does 
ass1stance have the express approval of 
Congress? 

24 
30l(d» 

U S Audit Rights (FAA Sec 
If fund is establlshed solely 

Yes 

Yes 

Yes 

Yes 

N/A 
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by U S contr1but1ons and adm1n1stered 
by an 1nternat1onal organ1zat1on, does 
Comptroller General have aud1t r1ghts? 

25 Commun1st Assistance (FAA 
Sec 620(h) Do arrangements eX1st to 
1nsure that Un1ted States fore1gn a1d 
lS not used 1n a manner WhlCh, contrary 
to the best lnterests of the Unlted 
States, promotes or ass1sts the forelgn 
ald projects or act1vltles of the 
Communlst-bloc countr1es? 

26 Narcotics 

a Cash reimbursements 
(FAA Sec 483) W1ll arrangements 
preclude use of f1nanc1ng to make 
re1mbursements, 1n the form of cash 
payments, to persons whose llllc1t drug 
crops are erad1cated? 

b Asslstance to narcotlcs 
trafflckers (FAA Sec 487) Wlll 
arrangements take "all reasonable 
steps" to preclude use of f1nanclng to 
or through 1nd1v1duals or entltles 
Wh1Ch we know or have reason to belleve 
have e1ther (1) been convlcted of a 
vlolat1on of any law or regulatlon of 
the -Un1ted States or a forelgn country 
relatlng to narcotlcs (or other 
controlled substances), or (2) been an 
1lllclt trafflcker ln, or otherw1se 
lnvolved In the llllclt trafflcklng of, 
any such controlled substance? 

27 Expropriation and Land 
Reform (FAA Sec 620(g» W1ll 
asslstance preclude use of f1nanc1ng to 
compensate owners for expropr1ated or 
natlonallzed property, except to 
compensate forelgn natlonals l.n 
accordance wlth a land reform program 
certlfled by the Presl.dent? 

28 Police and Prlsons (FAA Sec 
660) Wlll asslstance preclude use of 
fl.nanc1ng to prov1de tra1n1ng, advlce, 
or any f1nanc1al support for pollce, 
prlsons, or other law enforcement 
forces, except for narcotlcs programs? 

Yes 

Yes 

Yes 

Yes 

Yes 



- 13 -

29 CIA Actlvities (FAA Sec 
662) W1ll ass1stance preclude use of 
f1nanc1ng for CIA actlv1t1es? 

30 Motor Vehicles (FAA Sec 
636(1» W1ll ass1stance preclude use 
of f1nanc1ng for purchase, sale, 
long-term lease, exchange or guaranty 
of the sale of motor vehicles 
manufactured outs1de US, unless a 
wa1ver lS obta1ned? 

31 Military Personnel (FY 1993 
Appropr1at1ons Act Sec 503) W111 
ass1stance preclude use of f1nanc1ng to 
pay penS1ons, annu1t1es, ret1rement 
pay. or adjusted serv1ce compensat10n 
for pr10r or current m1l1tary 
personnel? 

32 Payment of U N Assessments 
(FY 1993 Appropr1at10ns Act Sec 505) 
W1ll ass1stance preclude use of 
f1nanc1ng to pay U N assessments, 
arrearages or dues? 

33 Mult1lateral Organlzat10n 
Lending (FY 1993 Appropr1at1ons Act 
Sec 506) \01111 ass1stance preclude 
use of f1nanc1ng to carry out 
prov1s1ons of FAA sect10n 209(d) 
(transfer of FAA funds to mult1lateral 
organ1zat10ns for lend1ng)? 

34 Export of Nuclear Resources 
(FY 1993 Appropr1at10ns Act Sec 510) 
W111 ass1stance preclude use of 
f1nanc1ng to f1nance the export of 
nuclear equ1pment, fuel, or technology? 

35 Repression of Population (FY 
1993 Appropr1at10ns Act Sec 511) 
W111 ass1stance preclude use of 
f1nanc1ng for the purpose of a1d1ng the 
efforts of the government of such 
country to repress the leg1t1mate 
r1ghts of the populat1on of such 
country contrary to the Un1versal 
Dec1arat10n of Human R1ghts? 

1993 
Wlll 

36 Publiclty or Propaganda (FY 
Approprlatlons Act Sec 516) 

asslstance be used for pub11clty 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

No 
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or propaganda purposes des1gned to 
support or defeat leg1s1at1on pend1ng 
before Congress, to 1nfluence 1n any 
way the outcome of a po11t1cal elect10n 
1n the Un1ted States, or for any 
pub11c1ty or propaganda purposes not 
author1zed by Congress? 

37 Marine Insurance (FY 1993 
Appropr1at1ons Act Sec 560) W111 any 
A I D contract and solic1tat10n, and 
subcontract entered 1nto under such 
contract, include a clause requ1ring 
that U S mar1ne 1nsurance compan1es 
have a fa1r opportun1ty to b1d for 
mar1ne 1nsurance when such 1nsurance 1S 
necessary or appropr1ate? 

38 Exchange for Prohibited Act 
(FY 1993 Appropr1at1ons Act Sec 565) 
W111 any ass1stance be prov1ded to any 
fore1gn government (1nclud1ng any 
1nstrumenta11ty or agency thereof), 
fore1gn person, or Un1ted States person 
1n exchange for that fore1gn government 
or person undertak1ng any act10n wh1ch 
1S, 1f carr1ed out by the Un1ted States 
Government, a Un1ted States off1c1al or 
employee, expressly proh1b1ted by a 
prOV1S1on of Un1ted States law? 

39 Commitment of Funds (FAA 
Sec 635 (h» Does a contract or 
agreement enta11 a comm1tment for the 
expend1ture of funds dur1ng a per10d 1n 
excess of 5 years from the date of the 
contract or agreement? 

40 Impact on U S 
Appropr1at10ns Act, Sec 

Jobs (FY 1993 
599) 

(a) W111 any f1nanc1al 
loncentlove be provloded to a busloness 
located lon the U S for the purpose of 
1nduclong that busloness to relocate 
outs lode the U S lon a manner that would 
l1kely reduce the number of U S 
employees of that bus1ness? 

(b) 
prov1ded for 
estab11sh1ng or 
processing zone 

W1l1 ass1stance be 
the purpose of 

develop1ng an export 
or des1gnated area 1n 

Yes 

No 

No 

No 

No 
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wh1ch the country's tax, tar1ff, labor, 
env1ronment, and safety laws do not 
apply? If so, has the Pres1dent 
determ1ned and cert1f1ed that such 
ass1stance 1S not l1kely to cause a 
loss of Jobs w1th1n the US? 

(c) W111 ass1stance be 
prov1ded for a project or act1v1ty that 
contr1butes to the v10lat10n of 
1nternat10nally recogn1zed workers 
r1ghts, as def1ned 1n sect10n 502(a)(4) 
of the Trade Act of 1974, of workers 1n 
the rec1p1ent country? 

No 

B CRITERIA APPLICABLE TO DEVELOPMENT ASSISTANCE ONLY N/A 

N B PART B OF THE ASSISTANCE 
CHECKLIST, WHICH IS APPLICABLE TO 
DEVELOPMENT ASSITANCE ONLY HAS BEEN 
OMITTED BECAUSE IT IS NOT APPLICABLE TO 
THIS ESF-FUNDED PROJECT 

C CRITERIA APPLICABLE TO ECONOMIC SUPPORT FUNDS ONLY 

1 Econom1c and 
Stability (FAA Sec 531(a» 

Pol1tical 
W111 th1s 

ass1stance promote econom1C and 
pol1t1cal stab111ty? To the max1murn 
extent feas1ble, 1S th1s ass1stance 
cons1stent w1th the po11cy d1rect10ns, 
purposes, and programs of Part I of the 
FAA? 

2 Military Purposes (FAA Sec 
531(e» W1ll th1s ass1stance be used 
for m111tary~or param111tary purposes? 

3 Commodity Grants/Separate 
Accounts (FAA Sec 609) If 
commod1t1es are to be granted so that 
sale proceeds w1ll accrue to the 
rec1p1ent country, have Spec1al Account 
(counterpart) arrangements been made? 
(For FY 1993, th1s prov1s1on 1S 
superseded by the separate account 
requ1rements of FY 1993 Appropr1at10ns 
Act Sec 571(a), see Sec 571(a)(5) ) 

4 Generat10n and Use of Local 
Currencies (FAA Sec 531(d» W111 ESF 

Yes It w11l enhance the ab1l1ty of the 
GOE to susta1n econom1C growth wh1ch 
w111 have pos1t1ve po11t1cal results 
To the extent rural areas w1l1 be 
served, pol1cy d1rect10ns of sect10n I 
w111 be reflected 

No 

N/A 

N/A 

Cil 
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funds made ava11able for commod1ty 
1mport programs or other program 
ass1stance be used to generate local 
currenC1es? If so, w1ll at least 50 
percent of such local currenC1es be 
ava11ab1e to support act1v1t1es 
cons1stent w1th the obJect1ves of FAA 
sect10ns 103 through 106? (For FY 
1993, th1s prov1s1on 1S superseded by 
the separate account requ1rements of FY 
1993 Appropr1at10ns Act Sec 571(a) , 
see Sec 57l(a)(5» 

5 Cash Transfer Requirements 
(FY 1993 Appropr1at10ns Act, T1tle II, 
under head1ng "Econom1C Support Fund," 
and Sec 57l(b» If ass1stance 1S 1n 
the form of a cash transfer 

a Separate account Are 
all such cash payments to be ma1nta1ned 
by the country 1n a separate account 
and not to be comm1ngled w1th any other 
funds? 

b Local currenC1es W111 
all local currenC1es that may be 
generated w1th funds prov1ded as a cash 
transfer to such a country also be 
depos1ted 1n a spec1al account, and has 
A r D entered 1nto an agreement W1 th 
that government sett1ng forth the 
amount of the local currenC1es to be 
generated, the terms and cond1tlons 
under whlch they are to be used, and 
the responslbllltles of A I D and that 
government to monltor and account for 
deposlts and dlsbursements? 

c U S Government use of 
local currencies Wlll all such local 
currenC1es also be made ava1lable to 
the U S government as the U S 
determlnes necessary for the 
requlrements of the U S Government, or 
to carry out development asslstance 
(lncludlng DFA) or ESF purposes? 

d Congressional notice 
Has Congress recelved pr10r 
notlflcatlon provldlng 1n deta11 how 
the funds will be used, includlng the 
U S lnterests that wlll be served by 

N/A 

N/A 

N/A 

N/A 



- 17 -

the assLstance, and, as approprLate, 
the economLC polLcy reforms that wLll 
be promoted by the cash transfer 
assLstance? 

6 Capital Projects (Jobs 
Through Exports Act of 1992, Sec 306, 
FY 1993 ApproprLat1ons Act, Sec 595) 
If ass1stance 1S be1ng prov1ded for a 
cap1tal proJect, w1ll the project be 
developmentally-sound and susta1nable, 
L e , one that LS (a) env1ronmentally 
sustaLnable, (b) w1th1n the f1nancial 
capacLty of the government or rec1pLent 
to ma1nta1n from 1tS own resources, and 
(c) respons1ve to a s1gnLfLcant 
development prLor1ty 1n1t1ated by the 
country to whLch assLstance LS beLng 
prov1ded (Please note the defLnLt10n 
of "capLtal proJ ect" contaLned Ln 
sectLon 595 of the FY 1993 
Appropr1atLons Act ) 

Prepared by PDSfPS S Youssef 06-20-93 

Yes 
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\'ISfRY 01' Ii\lI RNAIIOi\AL COOPI RAlION 

PAR I 1\11 N I lOR I CONO;\IIC COOI'I ItA lION 

WIlli 1I " ,\ 

Mr Henry Bassford 
Director 
USAID/Calro 

Dear Mr Ba'i'iford 

September 12, 1993 

This IS to request A I D fundlng'In the dmount $200 millIon for the 1 elecommUIllC,ltlOIlS 

Sector Support project (263-0223) Of thl,) dmount $30 millIOn l'i propo'ied for oblIgdtlon 

In ry 1993 The government of Egypt (GOE) lIfe of project contrIbutIon of cd'ih dnd 

In-hind d<;<;lstdllce to thIS project 1<; projected to be L E 100 milhon 

The project wIll enhdnce the evolutIon of the Ardb RepublIc of Egvpt NdtIondl 

[elecommulllc,.ltlons Orgdl1lzatlOn (ARENTO) mto d fully dut0l10mous telecommuI1lcdtIons 

utilIty through polIcy jIn')tItlitlon,t1 reform') JIH.I 1I1fr.t<,tructure development 

BEST AVAILABLE DOCUMENT 

SIncerely yours, 

Dr Ild,)<;,l11 Seltm 
Admllllstr ... tor 

FAX 3938187 - TeLEX 21722 - PHONE 3913145 - 3910278 - 3908124 - 3905100 - 3905125 qt; 



TELECOMMUNICATIONS SECTOR SUPPORT PROJECT 
263-0223 

Cert1f1cat10n Pursuant to Sect10n 611(e) 
of the Fore1qn Ass1stance Act of 1961, as Amended 

ANNEX F 

I, Chr1stopher D Crowley, Act1ng D1rector, the Pr1nc1pal Off1cer 
of the U S. Agency for Internat10nal Development 1n Egypt, hav1ng 
taken 1nto account, among other th1ngs, the ma1ntenance and 
ut1l1zat10n of proJects 1n Egypt prev10usly f1nanced by the 
Un1ted States, do hereby cert1fy that 1n my Judgement Egypt has 
both the f1nanc1al capab1l1ty and the human resources to 
effect1vely 1nstall, ma1nta1n, and ut1l1ze the cap1tal ass1stance 
to be prov1ded for the Telecommun1cat10ns Sector Support ProJect. 

Th1S Judgement lS based upon general cons1derat10ns d1scussed 1n 
the ProJect Paper to Wh1Ch th1S cert1f1cat1on lS attached 



TELECOMMUNICATIONS SECTOR SUPPORT PROJECT 
263-0223 

ANNEX G 

Determ1nation Pursuant to the Gray Amendment to the 
Fore1gn operat1ons, Export F1nanc1nq, and Related 

Programs Appropr1at10ns Act of 1993 

As Act1ng D1rector and Pr1nc1pal Off1cer of the U.S. Agency for 
Internat10nal Development 1n Egypt, I, Chr1stopher D. Crowley, 
hereby cert1fy that full cons1derat10n has been g1ven to the 
potent1al 1nvolvement of small and/or econom1cally and soc1ally 
d1sadvantaged enterpr1ses, h1stor1cally black colleges and 
un1vers1t1es and m1nor1ty-controlled pr1vate and voluntary 
organ1zat10ns covered by the Gray Amendment 

The proJect paper to wh1ch th1s cert1f1cat10n 1S attached 
d1scusses the efforts that w111 be undertaken 1n connect10n w1th 
each element of the procurement plan to maX1m1ze the 
part1c1pat10n of m1nor1ty-owned and small and d1sadvantaged 
organ1zat10ns At the t1me of each procurement act1on, every 
effort w111 be made to encourage the part1c1pat10n of these 
organ1zat10ns and draw upon the1r knowledge and expert1se. 

Dilte 7 



A. GENERAL 

TELECOMMUNICATIONS SECTOR SUPPORT PROJECT 
263-0223 

Techn1cal Analys1s 

ANNEX H 

Telecommun1cat10ns 1nfrastructure 1S a s1gn1f1cant element 
1n the development and product1ve process for Egypt s1m1lar to 
petroleum, electr1c1ty and transportat10n. Throughout Egypt, the 
demand for telecommun1cat10ns serV1ces far exceeds ava1lable 
supply, and the number of appl1cat1ons for serV1ce are far beyond 
the ava1lable capac1ty of the 1nstalled network. When there are 
acute shortages of telephone 11nes, the proport10n of subscr1bers 
who are very 1ntens1ve users tends to be h1gh, and the average 
number of calls per 11ne 1S also h1gh, lead1ng to frequent 
congest1on of the local and long d1stance serV1ces. Th1S 
congest10n 1S due 1n part to 1nsuff1c1ent call traff1c handl1ng 
capac1ty of the telephone exchanges and the h1gh proport1on of 
the t1me the called telephone 1S 1n use 

W1th access1ble and rel1able telecommun1cat1ons serv1ces, many of 
the phys1cal constra1nts on organ1zat1onal commun1cat10n would be 
eased 1n var10US sectors of the economy, perm1tt1ng 1ncreased 
product1v1ty through better management 1n both the pr1vate and 
publ1C sectors Th1S makes 1t poss1ble to adopt d1fferent 
organ1zat10nal structures and locat10ns, and a1ds the evolut10n 
of 1ncreas1ngly complex organ1zat1ons W1th 1mproved 
telecommun1cat10ns, markets ga1n 1n effect1veness, more rap1d 
response to market s1gnals becomes poss1ble, and access to market 
1nformat10n 1S extended to v11lage, town, C1ty, governorate, 
reg1on, nat10n and world-w1de levels 

In Egypt, the development of the telecommun1cat10ns network has 
not been able to meet demand Currently there are only 4.2 
telephone 11nes for everyone hundred Egypt1ans The 11nes 
teledens1~y rate 1S 11.3 1n Ca1ro and 10 7 1n Alexandr1a, outs1de 
these two urban centers the rate drops to less than 1.6 11nes per 
100 people. More than 2 15 m11110n subscr1bers are presently 
be1ng served, and an add1t10nal 1 2 m1ll10n potent1al subscr1bers 
have appl1ed for serv1ce, most hav1ng been on the wa1t1ng l1st 
from f1ve to 10 years. In other 1nstances, potent1al 
subscr1bers, aware of the lag between appl1cat1on and serV1ce, 
have been d1scouraged from applY1ng Th1s strong demand prompted 
the government to 1mplement a revenue generat10n scheme. The 
scheme w111 prov1de subscr1bers 1mmed1ate telephone connect10n at 
a cost of LE 3,000 As a result, a total of 80,000 11nes were 
1nstalled 1n Ca1ro dur1ng 1992/1993 

To meet the telecommunlcatlons needs of both the pub11c and 
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pr1vate sector Wh1Ch depend on rel1able commun1cat10ns, the Arab 
Republ1c of Egypt Telecommun1cat10ns Organ1zat10n (ARENTO) has 
developed a f1ve year 1nvestment plan for the per10d 1993-1997, 
based on the pr1or1t1es and Ob]ect1ves of the country. The plan 
has f1ve pr1mary ob]ect1ves 1) to extend telecommun1cat1ons 
serv1ces, 2) to replace overburdened sW1tch1ng equ1pment wh1ch 1S 
rel1ant on outmoded technology; 3) to reduce serV1ce 
1nterrupt10ns due to network problems through more respons1ve 
ma1ntenance; 4) to 1mprove call complet10n rates through 
1nvestment 1n equ1pment (wh1ch w1ll reduce the problem of 
overloaded equ1pment operat1ng at or above 1tS opt1mum capac1ty); 
and more rat10nal call rout1ng, 5) to enable ARENTO to reta1n 
sk11led employees 1n the plann1ng, operat1on, ma1ntenance, and 
repa1r of the equ1pment prov1ded under the proJect 

The Telecommun1cat10ns Sector Support ProJect w1ll address all 
f1ve pr1mary obJect1ves 

B. EXISTING TELEPHONE SYSTEM 

Currently only 44 percent of the total sW1tch1ng capac1ty 1n 
Egypt ut1l1zes d1g1tal technology Approx1mately 33 percent of 
the sW1tch1ng capac1ty 1n the nat10nal network ut1l1zes analog 
stored program control technology, and the rema1n1ng 23 percent 
uses electro-mechan1cal (crossbar) technology, some of wh1ch was 
1nstalled as early as 1962 Th1S heavy rel1ance on outdated 
technology results 1n costly ma1ntenance, poor call complet10n, 
and d1ff1cult1es 1n procur1ng replacement parts --all of wh1ch 
w1ll only be exacerbated over t1me S1nce 1985, all new 
sW1tch1ng equ1pment procured by ARENTO for system expans10n has 
been d1g1tal systems; and only recently has ARENTO begun the 
replacement of the eX1st1ng crossbar sW1tches w1th d1g1tal 
systems. 

C PROJECT OBJECTIVES 

The telecommun1cat~ons ~nvestment plan outl~ned below 
prov~des for the comprehens~ve rehab~l~tat~on, modern~zat~on, and 
expans~on of Egypt's telecommun~cat~ons capab~l~ty. The proposed 
plan ~ncludes eng~neer1ng serv1ces, equ~pment procurement, 
software, and tra1n1ng all of Wh1Ch w111 help prov1de the 
necessary econom1C 1nfrastructure wh1ch 1S cruc1al to Egypt's 
future development and growth Egypt's large populat1on, 
comb1ned w1th 1tS h1gh annual growth rate, means that ARENTO must 
~nvest ~n an add1t10nal 45,000 11nes per year ~n add~t~on to the 
replacement of outmoded equ1pment Just to ma1nta1n 1tS current 

qq 



teledens1ty. 

C.1 Extens10n of SerV1ce 
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In order to ach1eve ARENTO's goal of 1ncreas1ng the 
nat10nal teledens1ty to 7 phones per 100 populat1on by 
the year 2000, an add1t1on 300,000 11nes per year w1II 
be requ1red. The proJect w1II extend serV1ce to a 
total of 364,000 households and bUS1nesses currently 
w1thout access to telephones Th1S 1ncludes a total of 
40,000 new 11nes for approx1mately twenty rural 
locat1ons 1n the N1le Delta and along the coast west of 
Alexandr1a Wh1Ch currently are e1ther served by 
temporary equ1pment or do not have access to phone 
serV1ce at all. Th1S proJect represents 11 percent of 
the necessary total 1nvestment 1n sW1tch1ng equ1pment 
and OSP trunks (a d1rect 11ne between two telephone 
sW1tches) to meet ARENTO's long-term obJect1ve for new 
serV1ce extens10n SerV1ce expans10n w1II extend to 17 
locat1ons 1n Ca1ro EI Kalaa, EI Kattam1a, Abbass1a, 
Bab EI-Louk, Maad1 III, EI Omranya, G1za, EI 
Mar1oteyah, E1n Shams, Rod EI Farag, Opera, Maad1 II, 
Ramses, Mokattam, Pyram1ds, Bulak EI Dakrour, and EI 
Zawya EI Hamra SerV1ce expans10n w1II extend to three 
locat1ons 1n Alexandr1a Auto, Ibrah1m1a and Gleem 

C 2 Replacement of Crossbar SW1tches 

The proJect w1II 1nclude a comprehens1ve strategy for 
the replacement of eX1st1ng crossbar sW1tches as part 
of ARENTO's obJect1ve of full d1g1tal1zat1on of the 
nat10nal sW1tch1ng network. The proJect w1II replace a 
total of 102,000 11nes of crossbar equ1pment and 
temporary sW1tch1ng equ1pment w1th modern d1g1tal 
equ1pment. Th1S lS 1mportant for several reasons. 
F1rst and foremost, the older equ1pment lS unable to 
handle the volume of traff1c or1g1nat1ng 1n other 
locat1ons served by larger and faster d1g1tal 
technology. Second, ARENTO 1S exper1enc1ng d1ff1culty 
procur1ng spare parts for the crossbar exchanges, some 
of Wh1Ch were 1nstalled as early as 1962, and these 
d1ff1cult1es w1ll only 1ncrease over t1me Th1rd, the 
old equ1pment 1S d1ff1cult and costly to ma1nta1n 
F1nally, the crossbar sW1tches take up an enormous 
amount of floor space A d1g1tal sW1tch can serve 
60,000 11nes 1n the same space that a crossbar sW1tch 
can serve only 5,000 As space grows ever more Ilm1ted 
1n Egypt's urban centers, d1g1tal sW1tch1ng w1ll allow 
for serVlce expanslon In eXlstlng central offlces 
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currently constra1ned by space ava1lab111ty. Current 
1nstalled crossbar equ1pment 1S negat1vely 1mpact1ng 
the network, through call fa1lures, lost revenue, and 
cont1nued subscr1ber number1ng confus10n ARENTO 
should replace all crossbar exchanges earl1er than 
currently planned, preferably w1th1n two as opposed to 
f1ve years. 

C 3 Improved Ma1ntenance 

The current fault report rate 1S excess1ve, lead1ng 
some subscr1bers to conclude that ARENTO serV1ce 1S 
unrel1able and therefore not a good value In th1s 
regard, fully 79 percent of subscr1bers mon1tored have 
at least one fault a year The proJect calls for the 
prov1s10n of an operat10ns and ma1ntenance system Wh1Ch 
w111 mon1tor the cond1t10n of the sW1tch1ng, 
transm1ss10n, and other network equ1pment, w111 detect 
the eX1stence and the locat10n of problems 1n the 
system, and w111 automat1cally d1spatch an "alarm 
message" to a central1zed locat10n Th1S w111 enable 
ARENTO to detect network problems and respond to them 
on a much more t1mely bas1s, consequently 1mprov1ng the 
serV1ce. 

The f1rst phase, central1zed Operat10n and Ma1ntenance 
(COM) System 1S be1ng f1nanced by the 
Telecommun1cat10ns IV ProJect (263-0177) 

C.4 Improved Call Complet10n Rates 

The nat10nal network's operat10ns are constra1ned by 
1neff1c1ent call rout1ng patterns Wh1Ch, 1n turn, stem 
from a patchwork conf1gurat10n of mult1ple suppl1ers' 
equ1pment The sW1tch1ng equ1pment 1n the network 1S 
d1v1ded between twelve types of equ1pment from a total 
of e1ght sW1tch suppl1ers Many 1nd1V1dual components 
therefore cannot "talk" d1rectly, but are connected to 
one another based on d1rect10ns prov1ded by the var10US 
supp11ers over t1me The resu1t1ng 1neff1c1enc1es 1n 
how calls are routed leads to lower call complet10n. 
The crossbar replacement port10n of the proJect w111 
help to 1mprove call complet10n rates. Currently the 
crossbars are unable to handle the traff1c or1g1nat1ng 
1n areas served by d1g1tal technology, so the person 
trY1ng to make the call gets a busy s1gnal The 
proJect w111 f1nance a central1zed network operat10ns 
center, Wh1Ch wlll lmprove call completlon by routlng 
calls more efflc1ently. Ellm1nat10n of "blockage," as 

I!}/ 
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recommended, should 1ncrease revenues by LE 16 m11110n 
dur1ng the current f1ve year plan per1od. 

C 5 Tra1n1ng 

The tra1n1ng to be prov1ded under the proJect w111 
enable ARENTO staff to 1mprove eX1st1ng Sk11ls and ga1n 
new expert1se 1n plann1ng, operat1ng, and ma1nta1n1ng 
Egypt's nat10nal network In the f1rst year of the 
proJect, ARENTO w111 allocate an eX1st1ng bU1ld1ng to 
house a comprehens1ve tra1n1ng fac111ty. ARENTO staff 
w111 use th1s fac111ty to learn and ref1ne Sk11ls 1n a 
w1de range of f1elds, 1nclud1ng network plann1ng, 
eng1neer1ng, problem d1agnos1s and response, and 
general management 

D. PROJECT OUTLINE AND HOW IT WILL WORK 

ARENTO (Wh1Ch 1S part of the M1n1stry of Commun1cat10ns) 1S 
respons1ble for the operat1on and development of all publ1C 
telecommun1cat10ns fac111t1es 1n the country and w111 be the 
1mplement1ng agency for the proJect. The proJect w111 prov1de 
telecommun1cat10ns equ1pment, 1nclud1ng. d1g1tal sW1tch1ng 
equ1pment, outs1de plant equ1pment 1nclud1ng transm1SS1on 
equ1pment, copper and f1ber Opt1C cable, and computer1zed support 
systems wh1ch w111 central1ze network operat10n funct10ns The 
proJect w111 also prov1de eng1neer1ng and consult1ng serV1ces to 
ass 1st ARENTO 1n 1dent1fY1ng appropr1ate Solut1ons to meet 
Egypt's needs. It w111 also 1nclude 1nstallat10n serV1ces and 
extens1ve tra1n1ng 1n the operat10n, ma1ntenance and repa1rs of 
the hardware transferred under the proJect. The proJect w111 
also replace the crossbar sW1tches. Th1S replacement w111 
rel1eve the tandem sW1tches (a tandem sW1tch connects two or more 
sW1tches) to expand the network Currently, all crossbar 
sW1tches are connected to tandem sW1tches for b1111ng purposes 
In add1t10n, the proJect calls for the 1nstallat10n of a network 
operat10ns center (NOe) , wh1ch w111 central1ze and rat1onal1ze 
the traff1C management of the nat10nal network, and a central1zed 
operat10ns and ma1ntenance center Wh1Ch w111 stream11ne b1111ng 
and ma1ntenance funct10ns. Better coord1nat1on and t1m1ng 1n the 
area of sW1tch deployment can reduce ARENTO's future per 11ne 
cost of prov1d1ng telecommun1cat10ns serV1ces ARENTO should 
attempt to better 1ntegrate sW1tch plann1ng w1th Junct10n and 
outs1de plant plann1ng. 
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The pr1nc1pal components are descr1bed 1n greater deta11 
below: 

E.1 SW1tch1ng 

SW1tch1ng equ1pment collects an outgo1ng s1gnal from a 
g1ven res1dence or bus1ness, converts the s1gnal from 
V01ce to d1g1tal frequency, routes the call to 1tS 
proper dest1nat10ns and b11ls the call. SW1tch1ng 
equ1pment thus compr1ses the bas1c core of all network 
operat1ons. All of the sW1tch equ1pment prov1ded under 
the proposed proJect w111 ut111ze the most advanced 
d1g1tal technology. The proJect 1ncludes two bas1c 
types of sW1tch1ng equ1pment Host SW1tches, wh1ch can 
handle over 60,000 11nes, and remote sW1tch1ng modules 
(RSMs), wh1ch are satel11te un1ts attached to hosts to 
handle up to 16,000 l1nes and wh1ch are sU1table for 
less densely populated geograph1c areas and can be 
later converted to full d1g1tal stand alone sW1tches 1f 
bU1ld1ng space perm1ts The proposed proJect calls for 
the add1t1on of 364,000 new l1nes over the l1fe of the 
proJect, (314,000 1n Ca1ro and 50,000 1n Alexandr1a), 
and the replacement of 102,000 l1nes currently 
ut111z1ng old and overburdened crossbar technology w1th 
modern d1g1tal equ1pment The proJect 1ncludes the 
prov1s1on of sW1tch1ng, outs1de plant, transm1ss1on, 
operat10ns support systems and software to handle th1s 
add1t10nal and 1mproved capac1ty The Egypt1an network 
w1ll l1kely need more tandem sW1tch equ1pment as well 
1n order to handle the add1t1onal traff1c generated by 
th1s add1t10nal sW1tch1ng capac1ty and to streaml1ne 
Egypt's modern1zed network. The geograph1c scope of 
the new extens10n l1nes 1S summar1zed 1n Sect10n C 
above. ARENTO 1S presently los1ng revenue by not 
market1ng and 1nstal11ng add1t10nal vert1cal serV1ces 
such as call wa1t1ng and speed d1al1ng. W1th 1ncreased 
market1ng of vert1cal serv1ces, f1ve year plan revenues 
can be expected to 1ncrease by at least LE 25 m11110n 
Touchtone d1al1ng could create central off1ce equ1pment 
sav1ngs and call wa1t1ng can reduce trunk1ng costs and 
requ1rements. ARENTO currently l1m1ts d1g1tal off1ce 
capac1ty to 60,000 l1nes result1ng 1n sW1tch1ng costs 
that are between LE 167 and 500 per l1ne more than 
necessary ARENTO should S1ze sW1tches based on 
customer usage and not a 60,000 l1ne adm1n1strat1ve 
I1mlt. 
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The transm1ss10n equ1pment and f1ber opt1c cable wh1ch 
ut111zes the most up-to-date technology ava1lable w111 
address ARENTO's obJect1ve to 1mprove the qual1ty and 
range of subscr1ber serV1ces Transm1ss10n equ1pment 
takes the d1g1tal output of the sW1tch, converts 1t to 
h1gher frequenc1es, and then converts 1t to opt1cal 
transm1ss10n speed so that many calls can be 
s1multaneously carr1ed on a slngle f1ber opt1C cable. 
As the slgnal approaches the next d1g1tal sW1tch, 1t 
aga1n passes through transm1SS10n equ1pment wh1ch 
reverses the process. The proJect also 1ncludes 
d1g1tal cross-connect systems, wh1ch are controlled by 
m1croprocessors and Wh1Ch w111 enable ARENTO to restore 
serV1ce more qU1ckly 1n the event of cable cuts or 
other fa1lures 

E 3 Outs1de Plant Egu1pment 

outs1de plant equ1pment refers to the phys1cal plant, 
copper cable, connectors, manhole covers, and other 
1tems wh1ch 1mmed1ately surround the sW1tch sltes and 
extend to the res1dences and bus1nesses served by the 
sW1tches Th1S can ut1l1ze e1ther cable carr1er or 
f1ber opt1cs, wh1chever lS found most cost effect1ve 
for each route cons1dered. In some 1nstances, outslde 
plant 1nstallat10n delays are caus1ng d1ff1cult1es 1n 
reduc1ng the serV1ce waltlng 11st, and new sW1tch1ng 
equ1pment lS sltt1ng 1dle and not produc1ng revenue. 

E.4 operat1ons Support System 

The network's operatlons support system conta1ns the 
software that dr1ves the call rout1ng and 1nternal 
mon1tor1ng funct10ns In add1t10n to these standard 
operat1ng features, th1s proJect calls for the 
1nstallat10n of a central1zed operat10ns and 
malntenance center, and a network operat10ns center, 
descr1bed below. 

E 5 Network Operatl0n Center 

One of the maJor constralnts fac1ng the Egypt1an 
telecommunlcat10ns network 1S the lack of effect1ve 
network management Effect1ve management requ1res the 
collectlon and dlsplay of operat1ng data ln suff1c1ent 
deta1l to perm1t network managers to respond to 
potent1al overloads by rout1ng calls through other 
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exchanges and to mon1tor exchange (d1g1tal and analog 
sW1tch) performance and respond qU1ckly to exchange 
fa1lures. The network operat10ns center w111 prov1de 
surve11lance, analys1s, and control of local and toll 
traff1c. It w111 route calls as eff1c1ently as 
poss1ble and w111 d1rect calls from overloaded 
sW1tches. 

E 6 Central1zed Operat10ns and Ma1ntenance center 

Th1s center w111 1dent1fy system problems, generate 
status reports, and d1spatch alarms 1n the event of 
serv1ce-d1srupt10n problems to a s1ngle central1zed 
locat10n. Th1s proJect component w111 help ARENTO 
address 1tS obJect1ves to 1mprove ma1ntenance by 
1dent1fY1ng network problems more rap1dly, and by 
reduc1ng the average durat10n of serv1ce-d1srupt10n 
faults 

E 7 Tra1n1ng 

The tra1n1ng component of the proJect 1S expl1c1tly 
des1gned to enable ARENTO to des1gn 1ts own programs 
around spec1f1c needs and to work towards tra1n1ng 
self-suff1c1ency through tra1n1ng local 1nstructors 
The focus of the tra1n1ng w111 1nclude both theoret1cal 
and hands-on learn1ng The 1n1t1al focus of the 
tra1n1ng component w111 be to "tra1n the tra1ners" 1n 
the early years of proJect 1mplementat1on In later 
years, ARENTO's own 1nstructors w111 do the teach1ng 
The equ1pment to be prov1ded under the tra1n1ng 
component w111 1nclude the 1nstallat1on of a 
funct1on1ng "pract1ce sW1tch" and related outs1de plant 
and transm1ss10n equ1pment; a work1ng model of the 
network operat10ns center descr1bed above so that 
student techn1c1ans can pract1ce uS1ng the center's 
capab111t1es from the tra1n1ng center; a s1m1lar model 
of the operat10ns and ma1ntenance center descr1bed 
above; manuals and other documentat1on, and software 
The plan w111 cons1der add1ng tra1n1ng modules that 
cover the above suggest10ns 

The plan w111 cons1der the use of 1ndependent 
contractors for tra1n1ng 1nstead of vendor tra1n1ng 
Tra1n1ng can then be based upon ARENTO's need as 1t 
appl1es to the technology or systems be1ng taught 

The plan w111 cons1der add1ng network tra1n1ng to all 
system and management courses to emphas1ze the whole, 

IA~ 
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not Just the 1nd1v1dual parts of network dynam1cs. 

The plan w111 cons1der tra1n1ng that changes sen10r 
management V1S10n from "catch up" to "look ahead." 

F CONCLUSION 

G1ven the essent1al contr1but1on wh1ch an adequate 
telecommun1cat1ons network prov1des to a develop1ng economy -
together w1th the spec1f1c needs of Egypt 1n terms of the 
econom1C expans10n, populat10n growth, back-log of demand and 
capab111t1es of the eX1st1ng network - the proposed resources, 
allocat10n and organ1zat1on of th1s proJect render 1t techn1cally 
sound 

The proJect w1ll f1nance state-of-the-art telecommun1cat10n 
equ1pment tYP1cal of equ1pment be1ng 1nstalled throughout the 
world on telephone systems of s1m1lar S1ze and d1vers1ty to 
Egypt The equ1pment 1ncorporates technology compat1ble to 
ARENTO's techn1cal expert1se G1ven the many years of ARENTO 
operat1ng exper1ence w1th a w1de var1ety of sW1tch1ng systems, 
USAID bel1eves that the GOE 1mplement1ng agency w1l1 requ1re only 
m1n1mal tra1n1ng to effect1vely operate and ma1nta1n the network 
add1t10n Th1s add1t1onal tra1n1ng 1S an 1ntegral part of the 
proJect Accord1ngly, the proposed proJect des1gn 1S determ1ned 
to be techn1cally appropr1ate and cost effect1ve 

In summary, the pr1nc1pal benef1ts that are ant1c1pated to accrue 
to ARENTO from 1mplement1ng th1s proJect are as follows 

~ Accelerated el1m1nat1on of the serV1ce wa1t1ng l1st, 

~ El1m1nat10n of blockage and 1ncreased call complet10n rates; 
creat1ng decreased requ1rements for future trunk1ng 
fac,l;-11 t1es; 

~ Increased revenues from the market1ng of vert1cal serv1ces; 

~ Accelerated revenue generat10n from DSS and OSP 1nvestment; 
and, 

Increased ut1l1zat10n of d1g1tal sW1tch capac1ty 

JAt-r 



TELECOMMUNICATIONS SECTOR SUPPORT PROJECT 
263-0223 

F1nanc1al Analys1s 

Summary of Flndlngs 

ANNEX I 

1 ARENTO's flnanclal statements 1986/87 - 1990/91 reflect 
substantlal lmprovement In ARENTO's overall flnanclal 
plcture. 

ARENTO's operatlng marglns have more than trlpled durlng the 
past 5 years malnly because of tlght controls over operatlng 
costs and large lncreases In revenues from lnternatl0nal 
serVlce However, baslc reforms need to be lmplemented In 
order to ralse domestlc tarlffs and lmprove bl111ng and 
collect10n cycles 

Implementatlon of these reforms wl11 help ARENTO recover 
costs of domestlc serV1ce currently operat1ng at loss and 
lmprove 1tS cash flow through more frequent bl111ng and 
collect10n cycles 

W1th the proposed system expans10ns, ARENTO w111 stl11 not 
meet the demand on telephone serV1ces dur1ng the next f1ve 
years Also, as the cost of serVlce study w111 be completed 
for 1mplementat1on by ARENTO, we strongly belleve that 
greater 1mprovements 1n ARENTO'S overall f1nanc1al sltuat10n 
wll1 be accompllshed. 

2. Flnanclal Internal Rate of Return (FIRR): 

Computatl0n of FIRR for the proposed lnvestment based on 
benef1t and cost assumptlons outllned In the analysls 
lndlcates that FIRR for the proposed proJect lS sllghtly 
above 11 percent. ThlS means that at a dlscount rate of 11 
percent the proJect earns back all the cap1tal and operat1ng 
costs expended upon 1t and pays 11 percent for the use of 
the money. 

As the above 11 percent FIRR 1S based on current FY 91/92 
pr1ces w1thout chang1ng the current fee structure of ARENTO, 
we have assumed under a d1fferent scenar10 a m1n1mum of 5 
percent 1ncrease 1n revenues resultlng from serVlce fee 
restructur1ng by ARENTO. The result1ng FIRR was 15 percent. 

In Vlew of the above f1ndlng, we bel1eve that the proposed 
1nvestment 1S f1nanclally vlable 



ANALYSIS OF CHANGES IN ARENTO'S 
FINANCIAL CONDITION 

1. Income Statements 

(A) Operat~ng Revenues. 
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ARENTO's total operat~ng revenues 86/87 - 90/91 have been 
~ncreas~ng at an average of 30 percent annually. 

Internat~onal telephone revenues account for 60 percent of 
ARENTO'S total operat~ng revenues. 

Local telephone serv~ce cont~nues to operate at loss ma~nly 
because of the current fee structure and the annual 
allowance of 1,500 free calls per local telephone Local 
telephone revenues dur~ng GOE f~scal year 1987/90 were L.E. 
130 0 m~ll~on short compared to operat~ng costs for th~s 
category of serv~ce Th~s def~c~t was f~nanced from surplus 
real~zed under ~nternat~onal calls. 

AnalYS1S of operatlng Revenues (1n M~1110ns of L.E.) 

Operat~ng Revenues 86/87 87/88 88/89 89/90 90/91 

Telegraph 12 13 12 12 13 

Local Telephone 185 218 279 367 440 

Internat~onal Telephone 227 376 493 601 704 

Other 0 11 15 26 22 

Total Revenues 422 618 799 996 1179 

(S) Operat~ng Expenses: 
ARENTO's total operat~ng expenses 86/87 - 90/91 have been 
lncreaslng annually by 17 percent on average Salarles and 
beneflts account for approx 25 percent of annual operatlng 
expenses wlth an average annual lncrease of 14 percent 

Annual depreclatl0n on assets and lnterest dues on borrowed 
cap~tal accounts for 64 percent of ARENTO's operatlng 
expenses 
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Analys1s of Operat1ng Expenses (1n M11110ns of L.E.) 

Operat1ng Expenses 86/87 87/88 88/89 89/90 90/91 

Salar1es Soc1al 95 113 125 140 158 
Insurance 

Commod1t1es 9 11 21 27 32 

SerV1ces 11 12 20 22 28 

Deprec1at10n 117 146 168 193 205 

Interest 114 138 160 158 205 

Other 3 13 18 21 23 

Total Operat1ng 349 433 512 561 651 
Expenses 

(C) Operat1ng Marg1ns' 
ARENTO's operat1ng marg1ns (operat1ng revenues Less 
operat1ng expenses exclud1ng deprec1at1on and 1nterest) have 
more than tr1pled dur1ng the past f1ve years. Th1S 
operat1ng marg1n 1S cr1t1cal to the future of ARENTO because 
the company has been heav11y relY1ng on debt 1n pay1ng for 
recent system expans10ns. Therefore a h1gh operat1ng marg1n 
1S needed to cover the cost of outstand1ng debt 

changes 1n Operat1ng Marg1ns 
Revenue and Expenses (1D M11110n of L.E.) 

86/87 87/88 88/89 89/90 

Operat1ng Revenue 422 618 799 996 

Less: 

Operat1ng Expenses 115 136 166 189 

(Exclude Interest & Dep.) 

Operat1ng Marg1ns 307 482 633 807 

90/91 

1179 

218 

967 



2 Balance Sheet 

CHANGES IN BALANCE SHEET ACCOUNTS 
(M11110n L.E.) 

ASS'ErS 
86/87 87/88 88/89 

Net Fl.xed Assets 1754 2300 2758 

Pro].Under Constructl.on 158 201 299 

Investments 7 7 7 

Current Assets 364 373 399 

LIABILITIES & EQUITY 

Current Ll.abl.ll.tles 172 220 268 

subscrlpt Deposlts 73 62 52 

Long Term Debt 985 1212 1353 

Equlty 1052 1388 1791 

(A) Net Worklng Capltal 
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89/90 90/91 

3216 3618 

382 398 

9 15 

554 727 

330 336 

30 4 

1418 1372 

2383 3046 

ARENTO's net worklng capl.tal (current assets less current 
llabl.ll.tles) has more than doubled dur1ng the fl.ve years 
perl.od 86/87 - 90/91 

Net workl.ng capltal represents the amount that 1S left free 
and clear lf all current debts are pal.d off. Therefore, 
ARENTO's ablll.ty to meet l.ts obll.gatlons, expand l.ts volume 
and take advantage of opportunl.t1es l.S largely dependent 
upon ltS net worklng capl.tal 

(B) Current Ratl.o 
ARENTO's current ratlo (current assets to current 
ll.abl.ll.tl.es) has lncreased from an average of 1.8 prl.or to 
90/91 to 2 2 l.n 90/91. 



3 Changes 1n Rece1vables: 
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ARENTO b1lls many serV1ces on a sem1-annual or annual bas1s, 
at customer d1scret10n. The comb1nat10n of 1nfrequent 
b1ll1ng w1th a long collect10n lag means that ARENTO 1S 
1ncurr1ng serV1ce costs more than a year 1n advance of 
rece1v1ng payment from customer. Because of th1s s1tuat10n, 
ARENTO 1S compelled to f1nance much of 1ts operat1ng costs, 
thereby 1ncreas1ng 1ts debt serV1ce expense. 

Beg1nn1ng Balance 

New Charges 

PaY!Ilents 

End1ng Balance 

Collect1on Rat10 

CHANGES IN RECEIVABLES 
(M1111on L.E.) 

1979 86/87 87/88 

16 80 85 

60 426 669 

57 421 617 

19 85 137 

3 68 2 35 2 16 

88/89 89/90 90/91 

137 132 215 

795 1079 1360 

800 997 1179 

132 215 395 

2 02 2 09 3 10 

The collect10n rat10 (12 X average rece1vables/revenues) 
represents the average number of months that customer b1lls 
are outstand1ng. In 1979, the rat10 stood at 3.68. 
Subsequently, there were some years of 1mprovement, but the 
1990/91 f1nanC1al statement show a rat10 back up above 
three. 

Source: Internat10nal Telecommun1cat1ons Consultants (May 1992). 

III 
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SUMMARY OF CHANGES IN FINANCIAL RATIOS 

86[87 87/88 88/89 89/90 90/91 

Return on Cap1tal 9% 12% 14% 16% 17% 

Debt Rat10 0 54 0 52 0 48 0.43 0.36 

Current Rat10 2.11 1 70 1 49 1. 68 2.16 

Interest Coverage 1.64 2.34 2.79 3.75 3.57 

Operat1ng Marg1n 64% 73% 78% 79% 81% 

The key f1nanc1al rat10s shown above reflect changes 1n 
ARENTO's f1nanc1al s1tuat10n S1nce 1986/87. The return on 
cap1tal st1ll appears to be lower that 1t should be 
cons1der1ng ARENTO's h1gh debt rat10s However, g1ven the 
h1gh 1nterest coverage rat10s and assum1ng that ARENTO w1ll 
cont1nue to ma1nta1n 1tS present operat1ng marg1ns, 1t w1ll 
be more than capable of carry1ng 1ts present debt load 

~/ Return on cap1tal 1S the rat10 of net 1ncome (current 
revenues less current expenses, exclud1ng 1nterest) to the 
sum of equ1ty and long term debt. 

~/ Debt rat10 1S the rat10 of total l1ab1l1t1es to total 
assets. 

d/ Current rat10 1S the rat10 of current 11ab111t1es to current 
assets. 

~/ Interest coverage 1S the rat10 of net 1ncome to 1nterest 
expense. 

2/ Operat1ng Marg1n represents the port10n of operat1ng 
revenues that rema1n after the company pays current 
operat1ng expenses 



F1nanc1al Internal Rate of Return 

ASSUMPTIONS 
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1. Useful l1fe of the proposed proJect 1S est1mated for 20 
years and w1ll add 415,000 new l1nes to the sector 

2. Total 1nvestment cons1sts of $200 m1ll10n prov1ded by USAID 
1nclud1ng $30 m1ll10n T/A 1n year one and GOE 1nputs 
equ1valent to $35 m1ll10n. Fund1ng for year one T/A 
cons1st1ng of $30 m1ll1on from USAID 1S for the benef1t of 
the overall Telecommun1cat1ons sector and therefore has been 
excluded from the cap1tal 1nvestment br1ng1ng total cap1tal 
1nvestment costs (USAID and GOE) to $205 m1ll1on. 

3 Construct10n to be completed over 5 years after el1m1nat1ng 
Techn1cal Ass1stance 1n year one from the S1X year proJect. 

4 cap1tal outflows (USAID & GOE) dur1ng construct1on per10d 
represent our best est1mates after consultat10n w1th PDS and 
K&M team on 6/10/93 

$(000 000) 
YR USAID GOE TOTAL 

1 30 5 35 

2 40 7 47 

3 40 7 47 

4 40 7 47 

5 20 9 29 

TOTAL 170 35 205 

5 Ava1lab1l1ty of operat1onal new l1nes 1n connect10n w1th 
construct1on schedule assumes gradual real1zat1on of outputs 
(l1nes) to beg1n after 18 - 24 month from the start of 
construct10n works. 

6 Average number of new l1nes put 1n operat1on annually by a 
s1ngle construct1on contractor w1ll be around 60,000 l1nes 
(K&M consultants on 6/10/93). 

II~ 



7. Incremental 11nes added by the proJect 

YR NO OF LINES 

1 0 

2 40,000 

3 60,000 

4 100,000 

5 120,000 

6 95,000 

TOTAL 415,000 

ANNEX I 
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8. The ratlo of resldentlal to commerclal llnes added each year 
wlll be 80/20 ThlS ratlo wll1 apply when prO]ectlng 
subscrlptl0n revenues only Slnce other revenue prO)ectl0ns 
(local - natl0nal - lnternatlonal) are based on actual 
Arento revenues from both resldentlal and commerclal llnes 
added together 



PROJECTION OF 0 & M ANNUAL COSTS 
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Est1mate based on 91/92 O&M costs reported 1n the 1993 CDrE study 
as follows· 

- L.E. 78.4 m11110n for 263,000 11nes. 

- O&M costs per 11ne L.E. 298.00 equ1valent to $89.00. 

$(000 

YEAR NEW LINES ANNUAL O&M 
ADDED ESTIMATES 

1 0 0 

2 40,000 3 5 

3 60,000 5 3 

4 100,000 8.9 

5 120,000 10.6 

6 95,000 8 5 

7-20 

TOTAL 415,000 

REVENUE ASSUMPTIONS 

1 INSTALLATION 

75% of 11nes Res1dent1al L E 400 
15% of 11nes BUS1ness L E 750 
10% of 11nes Immed1ate L E 2,500 

Installat10n Revenues per 1,000 New L1nes: 

750 11nes X L.E 400 d1v1ded by 3 35 = 
150 ll.nes X L.E. 750 " " 3 35 = 
100 ll.nes X L.E.2,500 " " 3 35 = 

Say $200,000 per 1,000 ll.nes or 
$200 00 1nstallatl.on per ll.ne 

000) 

CUMULATIVE 
EACH PROJ. 

YEAR 

0 

3.5 

8 8 

17 7 

28 3 

36 8 

36 8 

$90,000 
$34,000 
$75,000 

$199,000 

JJ~ 



2. SUBSCRIPTION 
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Annual subscr1pt10n per res1dent1al 11ne L.E. 50,000 
Annual subscr1pt10n per bus1ness 11ne L.E. 75,000 

Subscr1pt1on per 1,000 11nes (80% res1d. 20% 
800 11nes X L.E. 50.000 d1v1ded by 3.35 = 
200 11nes X L.E. 75.000 d1v1ded by 3.35 = 
average annual subscr1pt10n per 11ne $16.00 

INTERNATIONAL CALLS 

Bus1ness) 
$11,940 
$ 4,477 
$16,417 

Revenue est1mates under th1S category are also based on the 
1993 COIE f1gures as follows: 

91/92 Revenue from 1nternat10nal calls amounted to L E 84 2 
m11110n generated from 263,000 new llnes 

Average revenue per 11ne L E 320 OO/yr equ1valent to U S 
Dollars 96 00 per 11ne Due to the nature of th1S serV1ce 
we do not bel1eve that add1tlon of new llnes w111 result In 
a prorated 1ncrease 1n 1nternat1onal call usage as users are 
already hav1ng access to th1s serV1ces through publlC 
telephone off1ces Therefore we assume that only 50% of 
11nes 1nstalled w1II generate th1s revenue. 

LOCAL CALLS 

These are calls 1n excess of the 1,500 free call allowance 
covered by the annual subscr1pt10n fee. Based on a sample 
of users 1nterv1ewed, the extra call charges per 11ne ranged 
from L.E. 50.00 (Fam1ly w/o ch1ldren) to L.E. 700.000 (4-5 
persons fam1Iy). 

For the purpose of th1S study we are uS1ng an average of 
L.E. 200.00 per 11ne equ1valent to $60.00 

NATIONAL CALLS 

Est1mates of revenues for th1s category of serV1ce 1S based 
on data 1ncluded 1n the study 1n early 1993 by the COIE team 
for TELECOM I, II and III as follows (see page 3 of study) 
91/92 revenues from 263,000 11nes was L.E. 23.2 m11110n 
Revenue from nat10nal calls per 11ne/yr lS L E. 88 on 
average, equ1valent to $26 0 We assume that 50% of new 
11nes w1Il generate revenues under th1s category of serV1ce 

J J/~ 
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TELECOMMUNICATION SECTOR SUPPORT PROJECT 

REVENUE PROJECTIONS $(000,000) 
Rcvl.-nue pcr Lillc $200 0 $160 $600 $260 $960 

YUlr No of Install Subscnp Lac Call., Ndt Calb Int Calb 

Lml.-s Per Per Pcr Pcr PI.-r 

Lme Lillc LillI.- LIllt.{AVG) Lml.-(AVG) 

YUlr 1 0 00 00 00 00 00 

Cum 0 00 00 00 00 00 

Year 2 40000 80 06 24 05 19 

Cum 40000 80 06 24 05 19 

Year 3 60000 120 09 1 6 08 29 

Cum 100000 120 1 5 60 1 3 48 

YCdr4 100 000 200 1 6 60 1 3 48 

Cum 200 000 200 3 1 120 26 96 

Year 5 120000 240 19 72 I 6 58 

Cum 320000 240 50 19 2 42 154 

Year 6 95000 19 0 1 5 57 1 2 46 

Cum 415000 19 0 65 249 54 200 

Year 0 00 65 249 54 200 

7-20 
---- ~-~ 

Prepared by FMIFA USAIDICAIRO 
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TELECOMMUNICATION SECTOR SUPPORT PROJECT 

Computation of FIRR (Current 1991/92 Prices) 
$(000,000) 

YEAR CAPITAL O&M TOTAL DF@11 PW REVENUE IDF@II 

1 $350 $00 $350 0901 $31 5 $00 0901 
2 $470 $35 $505 0812 $41 0 $13 4 0812 
3 $470 $88 $558 0731 $40 8 $256 0731 
4 $470 $177 $64 7 0659 $426 $473 0659 
5 $290 $283 $573 0593 $340 $678 0593 
6 $00 $368 $368 0535 $197 $75 8 0535 
7 $00 $368 $368 0482 $177 $568 0482 

8-20 $00 $368 $368 3251 $1196 $568 3251 

$2050 $3470 

Prepared by FM/FA USAID/CAIRO 
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TELECOMMUNICATION SECTOR SUPPORT PROJECT 

ComputatIOn of FIRR (assumIng 5 % Increase In Revenues) 

($000.000) 
• , 

YEAR CAPITAL O&M TOTAL PF@15 PW REVENUE 

1 $350 $00 $350 087 $305 $00 
2 $470 $35 $505 0756 $382 $140 
3 $470 $88 $558 0658 $367 $269 
4 $470 $17 7 $64 7 0572 $370 $497 
5 $290 $283 $573 0497 $285 $71 2 
6 $00 $368 $368 0432 $159 $796 
7 $00 $368 $368 0376 $13 8 $596 

8-20 $00 $368 $368 2099 $772 $596 

$2050 $2778 

Prepdred by FM/FA USAID/CAIRO 

DF@15 PW 

087 $00 
0756 $10 6 
0658 $17 7 
0572 $284 
0497 $354 
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0376 $224 
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TELECOMMUNICATIONS SECTOR SUPPORT PROJECT 
263-0223 

Econom1C Analys1s 

I. Overvlew 

ANNEX J 

The ProJect lS deslgned to make resources avallable to 
ARENTO In exchange for the adoptl0n of POllCy reforms focusing on 
lnstltutl0nal and flnanclal strengthenlng ProJect resources 
wll1 be used to f~nance techn~cal ass~stance ~n support of the 
pol~cy reform as well as part of the ARENTO expanslon plan. Thus 
the proJect should lead to two types of econom~c benef~ts--those 
result~ng from system expansl0n and those resultlng from 
lnstltutl0nal/flnanc~al strengthenlng. Th~s analys~s, however, 
conslders only the econom~c benef~ts der~ved from system 
expans~on. ThlS ~s because there lS no methodology avallable to 
quant~fy ex ante the economlC beneflts resultlng from the planned 
technlcal asslstance. 

II. Approach 

The approach taken here 1S a conservat1ve one. The econom1C 
beneflts result1ng from the ARENTO expanslon flnanced wlth 
proJect resources are measured solely 1n terms of the extra 
tarlff revenues generated as a result of th1S expanslon Th1S 1S 
clearly a m1n1mum measure of the benef1ts Add1t1onal consumers 
certalnly place a value on the communlcat1ons benef1ts they get 
Wh1Ch 1S at least as great as the tarlff revenues they are 
w1111ng to pay Consumers m1ght 1n fact be w1111ng to pay more 
than they actually have to for certa1n serv1ces--such as local 
and natl0nal calls, WhlCh are hlghly SUbsldlzed. Rely~ng 
excluslvely of tarlff revenues to measure economlC beneflts-­
thereby ~gnorlng surplus beneflts--1S what makes the approach 
taken here a conservat~ve one. If thls approach stll1 Ylelds a 
good economlC rate of return for the proJect, then thlS lS a very 
clear lnd~catl0n of the strong economlC Justlflcatl0n of the 
proJect. 

The assumptlon bu~lt lnto the analysls are standard for an 
economlC analysls. Speclflcally, on the cost slde all proJect 
costs (both forelgn and local) were measured In constant FY 1993 
pr~ces. These lnclude: capltal costs for sWltches, outslde 
plant, and the network operatl0n center; adequate operatlon and 
malntenance costs, and the cost of technlcal asslstance supplled 
under the proJect. Any transfer payments. 1.e taxes and dutles, 
were omltted. All local costs (and beneflts) were converted to 
U.S. dollars at the market exchange rate of 1993 (U.S. $1 = LE 
3.35) 

The economlC beneflts of the proJect relate solely to those new 
telephone customers connected to the network as a result of the 
ARENTO system expansl0n funded by the proJect. These new 
customers pay addltlonal connectl0n charges, annual subscrlptl0n 



ANNEX J 
PAGE 2 OF 4 

fees, and local, nat10nal, and 1nternat10nal call charges 
, 

Wh11e eX1st1ng ARENTO customers w111 undoubtedly benef1t from 
hav1ng access to an expanded telephone network, no attempt was 
made to quant1fy such benef1ts 1n th1s analys1s. For more 
deta11s concern1ng the assumpt10ns used to est1mate benef1ts and 
costs, see Table 1. 

III. Results 

The deta11ed est1mates of the econom~c costs and benef1ts 
der1ved uS1ng the methodology descr1bed above are summar1zed 1n 
Table 1. US1ng these est~mates, one can determ1ne an est~mate of 
the econom1C rate of return for the proposed Telecommun1cat1ons 
Sector Support ProJect. Th1s 1S roughly 16 4 percent, Wh1Ch 
1nd1cates that the proJect has a reasonably strong econom1C 
JUst1f1cat10n Th1s 1S espec1ally true when one keeps 1n m1nd 
two factors 1) the conservat1ve assumpt10ns that went 1nto the 
benef1t s1de of the analys1s; and 2) wh11e the proJect 1S also 
des1gned to leverage po11cy reforms that should benef1t ARENTO 
and 1ts customers 1n the long run, no effort has been made to 
1nclude est1mates of these benef1ts 1n the econom1C analys1s. 

Two sens1t1v1ty analyses were carr1ed out In the f1rst, 1t 1S 
assumed that new ARENTO customers connected as a result of the 
proJect generate a proport10nal 1ncrease 1n call revenues 2 
Under th1s assumpt10n, the proJect's econom1C 1nternal rate of 
return 1ncreases to over 37 percent The second sens1t1v1ty 
analys1s assumes that new proJect-funded telep~one 11nes are 
constructed more slowly than 1n the base case Thus the ent1re 
415,000 new 11nes are not completed unt11 year 7 of the proJect. 
In th1s case, the econom1C 1nternal rate of return dec11nes to 
10.3 percent. Th1S latter result h1gh11ghts the 1mportance of 
ensur1ng that proJect 1mplementat10n proceeds smoothly and as 
planned. 

'The conservat1ve assumpt10n 1S employed that new customers 
hooked up as a result of the proJect generate a less than 
proport10nal 1ncrease 1n nat10nal and 1nternat10nal call 
revenues. Spec1f1cally, the nat10nal and 1nternat10nal call 
revenues assoc1ated w1th these callers 1S assumed to be only 50 
percent of the average per 11ne for the ARENTO system. Th1s 
reflects the assumpt10n that many of these new customers were 
prev10usly mak1ng nat10nal or 1nternat10nal calls through other 
eX1st1ng telephones. 

2 Assumes new 11nes generate 100% of average call 
revenues/11ne observed for the ARENTO System. 

3 Construct10n of proJect-funded 11nes 1S assumed to be 
spread over seven years, as opposed to four years 1n the base 
case. 



TABLE 1 

ITEM/YEAR 1 2 3 4 5 6 7 
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1_/ Annual add1t10nal tar1ff revenues are $ 137/L1ne. Th1S 
represents $16/L1ne for the annual subscr1pt10n charge and $ 
121/L1ne for annual call revenues from local, nat1onal, and 
1nternat1onal calls ($60/L1ne, $13/L1ne, and $48/L1ne 
respect1vely). The $13/L1ne and $48/L1ne est1mates are only 
50% of current average nat10nal and 1nternat10nal tar1ff revenues 
per 11ne. See footnote #1 for a d1Scuss1on of th1S p01nt. 

2 / Assumes $200 per new 11ne New proJect-funded 11nes equal: 
O~ 208 thousand, 142 thousand, 20 thousand, and 45 thousand, over 
years 1-5. These numbers reflect the assumpt10n that new 11nes 
come 1nto operat1on one year after construct1on beg1ns. 

3 / All costs are deflated to remove 1mpact of assumed 5% annual 
1nflat10n 

4_/ Adequate 0 and M assumed to cost $89/L1ne/year 
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Soc1al Soundness Analys1s 

ANNEX K 

The overr~d~ng hypothes~s of th~s proJect ~s that a commerc~ally 
v1able organ~zat~on 1S essent1al for the prov~s10n of rel~able 
telecommun~cat~ons serv1ces, wh1ch ~n turn ~s essent1al for 
growth ~n a modern 1ndustr1al soc1ety. Bus1ness and bank~ng 
transact~ons, government serv1ces, tour~sm, emergency pol~ce and 
med1cal serv1ces, all become faster and more eff~c1ent w~th 
access to rel~able telecommun1cat10ns After the recent 
earthquake 1n October 1992, both domest1c and 1nternat1onal 
c~rcu~ts were Jammed w~th users report1ng damage and seek1ng 
emergency med1cal ass~stance. Th1S exper1ence prov~ded a 
dramat~c example of the ass~stance a good telecommun1cat~ons 
system can prov~de. 

It ~s est~mated that approx~mately 364,000 new telephone 
connect~ons w~ll be prov~ded by the proJect, and allow~ng for a 
household s~ze of f~ve, and a bus~ness/government off~ce s~ze of 
ten, d~rect benef1c~ar~es would amount to nearly 4 m~111on 
~nd~v~duals w~th access to new l~nes In add1t~on, replacement 
of 102,000 l~nes of ant~quated crossbar and temporary sw~tch1ng 
equ1pment w~th d~g~tal sw~tch~ng technology would prov~de an 
add1t~onal 750,000 ~nd~v~duals w~th more rel~able 
telecommun~cat~ons serv~ces Other d~rect benef~c~ar1es are 
those who, wh~le not l~v~ng or work~ng ~n a un~t w~th a telephone 
11ne, have reasonable access to e~ther the formal or ~nformal 
publ~c telephone system (approx1mately 75 percent of those not 
d1rectly served) On th1S bas1s, an ~mprovement ~n both the 
number of these telephones and, more ~mportantly, 1n the 
rel1ab11~ty of the serV1ce wh1ch they prov~de, could benef~t up 
to an add~t10nal 6 7 m111~on ~nd~v~duals ~n the proJect area, for 
a total of approx1mately 12 m111~on benef~c~ar1es. 

Numerous small bus1nesses, hotels and tour~st fac11~t1es have 
been establ~shed and have s1gn1f~cantly contr1buted to the 
econom~c growth of Egypt. Cont1nued operat10ns and the 
establ1shment of new ~nvestments would be h~ndered by lack of 
adequate access and poss~ble deter1orat10n of telecommun1cat10ns 
serv~ces 

The proJect w~ll also benef~t ARENTO's mass~ve labor force by 
encourag~ng ARENTO to operate the sector as a v1able commerc~al 
operat10n Th~s approach w~ll requ~re cons~derable tra1n~ng ~n 
management and ref~nement ~n the sk~lls of the techn~cal staff. 
Monetary rewards w~ll be establ1shed and perhaps the salary scale 
w111 be 11beral1zed from the general government scale The 
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cumulat1ve affect of th1s reform w111 have a spread effect on 
approx1mately 300,000 1nd1v1duals (ARENTO's work force of 53,000 
and average fam1ly S1ze of 6). 

Th1S proJect, wh1ch makes qual1tat1ve and quant1tat1ve 
1mprovements 1n Egypt's telecommun1cat1ons system, has an 
extens1ve soc1al 1mpact, and few, 1f any, soc1al costs. Among 
the very poor, 1t 1S arguable that the proJect w111 have 11ttle 
d1rect effect. Qual1ty of 11fe, however does seem to 1mprove for 
the general populat10n 1n terms of more eff1c1ent d1str1but10n 
and flow of goods and serV1ces wh1ch affect all d1mens10ns of 
11fe. Everyone 1n some way ga1ns from the overall econom1C 
growth Wh1Ch 1S poss1ble as a result of modern1zed 
telecommun1cat1ons system 

The proJect 1S gender neutral. All segments of the populat10n 
w111 benef1t ARENTO's work force 1ncludes a s1gn1f1cant number 
of women The lnstltutl0nal reforms of ARENTO and the tra1nlng 
enV1S10ned under the proJect wll1 beneflt a good proportlon of 
the women professl0nals employed by ARENTO 
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Adm1n1strat1ve Analys1s 

A orqan1zat1on 

ANNEX L 

The Arab Republ1c of Egypt Nat10nal Telecommun1cat10ns 
(ARENTO) 1S the Government of Egypt's author1ty respons1ble for 
the plann1ng, eng1neer1ng, procurement, d1str1but1on, operat1on 
and ma1ntenance of the Egypt1an telecommun1cat10ns system 
ARENTO 1S a sem1-autonomous agency wh1ch reports d1rectly to the 
M1n1ster of Transport, Commun1cat1ons and Mar1ne Transport 

The Cha1rman of ARENTO pres1des over a Board of D1rectors 
composed largely of representat1ves from governmental m1n1str1es, 
and 1S the ch1ef execut1ve off1cer of ARENTO Wh1le four staff 
off1ces of var10US S1zes and respons1b111t1es report d1rectly to 
the Cha1rman, h1S pr1nc1pal l1ne managers are the V1ce cha1rmen 
for Operat1ons, for Plann1ng, for F1nance, and a D1rector for 
Budget Plann1ng (see attached ARENTO organ1zat10nal chart) 

The Deputy Cha1rman for Operat1ons lS respons1ble for the day-to­
day operat1ons and ma1ntenance of all telephone, telegraph and 
teleserv1ces The three sectors w1th1n Operat1ons and 
Ma1ntenance 1nclude four reg10nal telephone serV1ce sectors 1n 
Ca1ro, Alexandrla, and Upper and Lower Egypt, and three other 
serV1ce sectors for Internat10nal Operatlons, TransmlSS10n 
Ma1ntenance, and Inspect10n Ma1ntenance. The four geograph1cal 
telephone serV1ce sectors are further d1vlded 1nto zones wh1ch 
may be further sub-d1v1ded 1nto d1str1cts The Operat1ons and 
Ma1ntenance sector employs 82 percent of the ARENTO work force 
and 1S by far the largest s1ngle funct10nal group1ng w1th1n the 
organ1zat1on 

The Deputy Cha1rman for Plann1ng 1S 1n charge of what 1S 
essent1ally a central1zed eng1neer1ng funct1on. He and h1s staff 
plan, des1gn, superv1se, and execute the 1nstallat10n of new 
fac111t1es for the telecommun1cat10ns system. H1S sector 
accounts for 11 percent of ARENTO employees. In add1t10n, for 
construct1on proJects outs1de of Ca1ro and Alexandr1a, laborers 
from the Operat1ons and Ma1ntenance sector may be supervlsed by 
the ProJects Department. 

Flnally, the Deputy Chalrman for F1nance lS respons1ble for 
establ1sh1ng pol1cles, 1mplement1ng procedures, and control11ng 
the f1nanc1al, commerc1al and personnel act1v1tles of ARENTO 
Also report1ng to th1s Deputy Cha1rman are the Telecommun1cat10ns 
Tra1n1ng Sector and the Stores and Purchases sector. 
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It 1S ant1c1pated that ARENTO w11l ass1gn a proJect manager 
to head a team of outs1de plant and sW1tch1ng eng1neers, 
f1nanc1al managers, and a contracts spec1al1st to manage the 
da1ly proJect progress. Th1S team w11l report d1rectly to the 
ARENTO V1ce Cha1rman of Plann1ng. ARENTO w1ll also ass1gn a team 
respons1ble for the network operat10ns center (NOe) report1ng 
d1rectly to the ARENTO Cha1rman 

C. Operat1ons and Ma1ntenance 

To effectlvely operate and malntaln the new sW1tch1ng 
systems, NOC, and related outslde plant, ARENTO w1ll asslgn S1X 
sW1tchlng systems englneers, three Noe systems eng1neers, S1X 
outslde plant englneers, 24 outs1de plant repalr technlC1ans and 
S1X adm1nlstrat1ve employees to the proJect 

The operat10n and malntenance staffs to be ass1gned to these new 
exchanges wlll be tralned to operate and malntaln the new 
equ1pment. The tra1nlng for the dlgltal sWltchlng systems wlll 
be conducted malnly In the Unlted states The outs1de plant 
tra1nlng wlll be provlded In Egypt The operatlng and 
ma1ntenance staff wlll be tralned uSlng classroom lnstructl0n, 
on-the-Job study lnstructl0n and hands on exper1ence The 
tralnlng wlll be provlded sufflc1ently In advance of the 
operat1on of the exchanges so that ARENTO staff w1ll be 
knowledgeable about the equ1pment and procedure to allow thelr 
part1c1patlon In the provls10nal acceptance and cutover of the 
exchanges. The NOC traln1ng wlll cons1st of two types, off-shore 
tra1n1ng and on-shore tra1n1ng on ARENTO's equ1pment after 
1nstallat10n. 

In add1t10n, the turnkey NOC, DSS and OSP contractors w111 be 
requlred to ma1ntaln the new equ1pment for a one-year warranty 
per10d start1ng from provls1onal acceptance and end1ng at the 
flnal acceptance by ARENTO of the systems 

D. The USAID Power and Telecommun1cat10ns Off1ce 

(DRIPT) w111 have mon1tor1ng respons1b111t1es for USAID. 
The Off1ce has been respons1ble for lmplementat10n of the 
Telecommun1catlons I, II, III and IV proJects and has developed 
an excellent work1ng relat10nshlP wlth all levels of ARENTO 
personnel The asslgned personnel are experlenced 1n the des1gn, 
construct1on, operat10n and ma1ntenance of telecommun1cat1ons 
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systems, and should prov~de suff~c~ent USAID mon~tor~ng support 
for th1s proJect. 

conclus1on 

ARENTO has many years of extens~ve and successful exper~ence 
~n the construct1on, operat~on and ma1ntenance of 
telecommun~cat10n, operat1on and ma1ntenance of 
telecommun1cat10ns systems. The proposed proJect 1S des1gned to 
bU1ld on th1s exper1ence. ARENTO over the years, has 
demonstrated a capab1l~ty to effect1vely manage the 
1mplementat1on of much larger and more complex telecommun1cat10ns 
proJects. At the same t1me, the ava~lable DRIPT staff should be 
suff1c~ent to prov~de the necessary AID mon1tor~ng support 
Accord~ngly, the proJect 1S adm1n~strat1vely feas~ble 
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ENVIRONMENTAL THRESHOLD DECISION 
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INITIAL ENVIRONMENTAL EXAMINATION 

1 ProJect Locatlon 

2 ProJect Tltle/ID 

Egypt 

Telecommunlcatlons Sector Support 
No 263-0223 

3 Fundlng (Flscal Year and Amount) FY 93 - FY 97, $250 mlillon 

4 lEE Prepared By Date. 

Glenn Rutanen-Whaley 
M1SSlon Envlronmental Offlcer 

5 Actlon Recommended Negat1ve Determ1natlon as per 22 CFR 
216 3(a) (2) (111) 

6 D1SCUSSlon of MaJor Envlronmental Relatlonshlps of ProJect 
Relevant to Attached Impact Identlflcatlon and Evaluatlon Form 

Background 

The proposed proJect would be the flfth maJor USAlD-flnanced 
actlvlty In the Egyptlan telecommunlcatlons sector In the 15 years 
Slnce the Telecommunlcatlons I ProJect (263-0054) was authorlzed In 
1978 As was the case for lts four predecessor proJects, the 
physlcal lnputs of the new proJect would cons 1St of modernlzatlon 
and expanslon of eXlstlng telephone exchanges In Calro and 
Alexandrla by means of lnstallatlon of state-of-the-art sWltchlng 
systems, and lnstallatlon of related outslde plant networks In 
addlt1on, the proposed proJect would supplement Arab Republlc of 
Egypt Natlonal Telecommunlcat10n Organlzatlon (ARENTO) lnvestments 
for the construct10n of a network operatlons center (NOe) for the 
ARENTO network, WhlCh wlll central1ze and expand ARENTO's 
capablllty to mon1tor the cond1t1on of the sWltch1ng, transm1ss1on, 
and other network equlpment, and to route calls between exchanges 
when necessary Although the speclf1c exchanges to be upgraded 
have not been ldentlfled at th1s tlme, It lS est1mated that the 
proJect wlll ultlmately provlde for replacement of a total of 
163,000 llnes of antlquated crossbar sWltchlng equlpment and 
temporary sW1tchlng equlpment wlth dlgltal sWltchlng systems (D88), 
and wlll extend outslde plant (OSP) networks to provlde telephone 
serVlce to a total of 510,000 households and buslnesses currently 
wlthout access to telephones 

EnVlronmental lmpacts of the proJect wlll be of llmlted scope and 
duratlon assoclated wlth the constructlon phase only Once 
lnstalled, the envlronmental lmpacts of operatlng the DSS, OSP, and 
NOe facliltles wlll be vlrtually nll Physlcal actlvltles wlth a 
potentlal for envlronmental lmpact under the proJect w1ll lnclude 
expanslon of an unspeclfled number of eXlstlng telephone exchange 
bUlldlngs, excavatlon of streets for laYlng of cables and 
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restoratlon of the Job sltes for vehlcular trafflc use, and, 
posslbly, constructlon of one or more new bUl1dlngs to house 
proJect-flnanced equlpment All constructl0n work wl11 take place 
In heavl1y bUl1t-up urban areas WhlCh have hlgh basellne levels of 
amblent alr and nOlse pollutl0n Any new construct10n w111 be on 
sltes Wh1Ch are already slgnlflcantly dlsturbed, and/or along 
eXlst1ng ut111ty r1ghts-of-way Therefore, the potent1al for 
lmpacts on cultural antlqu1t1es lS very low 

C1V1I and electro-mechan1cal works w1ll be f1nanced by ARENTO and 
performed by local contractors w1th overs1ght from a proJect­
f1nanced U S construct10n management consultant (CMC) f1rm, Wh1Ch, 
as was the case 1n the predecessor telecommun1catlons proJects, 
wlll be respons1ble for ensur1ng that env1ronmental lmpacts (dust, 
n01se, construct10n debrls, veh1cle and equlpment exhaust, etc ) 
and hazards (unmarked open cable trenches, etc) are mlnlmlzed to 
the fullest extent poss1ble, and that adequate occupatlonal safety 
and health pract1ces are followed by the local constructlon crews 
The CMC wlll also reVlew all des1gns and draw1ngs for new or 
remodeled bU1ld1ngs and wlll ensure that the completed facl11tles 
adhere to lnternat10nally acceptable codes for water supply, 
electr1clty, 11ghtlng, ventl1atl0n, sanltatlon, and worker safety 
and health 

DlScuSSlon 

On the baS1S of an analysls slmllar to the foregolng, In 1978 
the NE Bureau Envlronmental Coordlnator approved a negatlve 
determlnatlon of slgnlflcant envlronmental effect for the 
Telecommunlcatlons I ProJect Subsequent IEEs for the 
Telecommunlcatl0ns II (263-0075), III (263-0117), and IV (263-0177) 
ProJects were approved on the same bas1s In 1979, 1979, and 1988, 
respect1vely 

Pursuant to 22 CFR 216 3(a) (2), the orlglnator of the proposed 
proJect has revlewed the potent1al env1ronmental lmpacts of the 
actlon as summar1zed In the forego1ng IEE, and has determ1ned that 
the proposed proJect, If lmplemented as des1gned, wll1 not have a 
slgn1flcant effect on the enVlronment The env1ronmental status of 
the proJect w111 be revlewed per1od1cally dur1ng 1mplementat10n by 
means of routlne slte VlSltS by USAID/Egypt techn1cal staff Any 
requ1red correct10ns In lmplementatlon w1ll be made on the bas1s of 
these f1nd1ngs 

Pursuant to 22 CFR 216 3(a) (2) (111), the or1g1nator of the proposed 
proJect recommends a negatlve determ1nat10n of slgn1f1cant 
env1ronmental effect for the Telecommun1cat10ns Sector Support 
ProJect, and requests NE Bureau approval of a negat1ve threshold 
deC1S1on for thlS actlvlty 



ENVIRONMENTAL IMPACT IDENTIFICATION AND EVALUATION FORM 

ENVIRONMENTAL IMPACT INDICATOR AREAS/ENVIRONMENT CONSIDERATIONS· 

A LAND USE 

1 Chang1ng the character of the land through 
a Land clear1ng N 
b Construct10n (roads, bU1ld1ngs, p1p1ng) L 
c Extract10n of m1nerals/natural resources __ ~N~ __ _ 
d Creat10n of depos1ts of unwanted mater1als 

(waste spo1ls) L 
2 Alterat10n of natural barr1ers (dunes, marshes) __ ~N~ __ _ 
3 Foreclos1ng 1mportant future uses __ ~N~ __ _ 
4 Potent1al for endanger1ng populated areas __ ~N~ __ _ 
5 Other factors 

[NONE] 

B SURFACE AND GROUND WATER 

1 Effects on Qua11ty 
a Introduct1on of 1ndustr1al pollutants 
b Introduct1on of agr1cultural pollutants 
c Introduct10n of urbani sewage wastes 
d Introduct1on of b1omed1cal wastes 
e Potent1al for transnat10nal 1mpacts 

2 Effects on Quant1ty 
a Changes 1n water flow rates 
b Increas1ng probab1l1ty of floods 
c Potent1al for chang1ng demand/supply 

relat10n 
d Potent1al for transnat10nal 1mpacts 
e Potent1al for evaporat1on losses 

1 Potent1al for 1ncreased NOx , SOx, HC, C02 /CO 

N 
N 
N 
N 
N 

N 
N 

N 
N 
N 

em1SS1ons __ ~N~ __ _ 
2 Potent1al for 1ncreased part1culate em1SS1ons __ ~N~ __ _ 
3 Potent1al 1ncrease of nOX10US odors, vapors, 

pathogens __ -=N __ __ 
4 N01se pollut1on _~N~ __ 
5 Other factors 

[NONE] 

* N - No perce1ved env1ronmental 1mpact 
L - L1ttle env1ronmental 1mpact 
M - Moderate env1ronmental 1mpact (substant1ate) 
H - H1gh env1ronmental 1mpact (substant1ate) 
U - Unknown env1ronmental 1mpact 



D ENERGY 

1 Potentlal for lncreased energy demand 
2 Use of renewable energy sources 
3 Plans for energy efflclency/conservatlon 
4 Other factors 

(NONE] 

E COASTAL AND MARINE RESOURCES 

N 
N 
N 

1 Introductlon of bl01og1cal/chemlcal pollutlon __ -=N __ __ 
2 Introductlon of agrlcultural runoff __ ~N~ __ _ 
3 Mlneral extractlons __ ~N~ __ _ 
4 Impacts on flsh/shellflsh harvest __ -=N __ __ 
5 Potentlal for algal blooms N 
6 Potentlal for erOSlon (wlnd, sand, water) N 
7 Other factors 

(NONE] 

F BIOTA 

1 Introductlon of exotlc/pathogenlc organlsms 
2 Destructlon/alteratl0n of crltlcal habltat 
3 Potentlal for lmpact to endangered specles 

G ANTIQUITIES PROTECTION 

1 Potentlal for harm to hlstorlc sltes 
2 Increased access/use of hlstorlc sltes 

H PESTICIDE USE (Requlred by 22 CFR 216) 

l. Wlll pestlcldes be used? 
a Are they USEPA reglstered ? 
b Are they "Restrlcted-Use," Canceled, 

or under "Speclal Revlew?" 
c Are complete plans In place to traln and 

fully protect appllcators? 
2 Impacts on wlldllfe and aquatlc organlsms 

I OTHER POSSIBLE IMPACTS (not llsted prevl0usly) 

1 Alr quallty lmpacts durlng constructl0n 
2. NOlse lmpacts durlng constructl0n 

Prepared by 
Glenn Rutanen-Whaley 
M1SSlon Envlronmental 

Egypt 

Date 

N 
N 
N 

L 
N 

N 
NA 

NA 

NA 
NA 

L 
L 

ProJect Locatl0n 
ProJect Tltle/ID Telecommunlcatlons Sector Support, 263-0223 



ANNEXN 

GOE LAW NO. 153 OF 1980 



(UNOFFICIAL TRANSLATION) 

LAW NO. 153 FOR THE YEAR 1980 
ESTABLISHING THE 

A.R.E. NATIONAL TELECOMMUNICATIONS ORGANIZATION 

On behalf of the People 
H E. The Pres1dent 
The People's Assembly has passed the follow1ng law, Wh1Ch we have 
1ssued 

ITEM 1: 

An author1ty 1S establ1shed named "The ARE Nat10nal 
Telecommun1cat1ons organ1zat10n" The Author1ty has a corporate 
ent1ty, and 1S superv1sed by H E the M1n1ster of Transportat10n 
It 1S managed 1n a central1zed, un1f1ed control Wh1Ch lS located 1n 
Ca1ro It has branches throughout the Arab Republ1c of Egypt The 
regulat10ns 1n th1S law apply to th1s Author1ty 

ITEM 2: 

The Author1ty lS exclusively responsible for the establishment and 
operat10n of the telecommunications network on the nat10nal level 
and connect1ng the national network With the international networks 
w1th1n the general political and economiC National Plan To 
ach1eve this, the Authority executes the following -

a) Establishing telecommunication networks allover the Arab 
Republic of Egypt 

b) Offering telephone, Wires and wireless serVices 

c) Manag1ng and ma1ntalnlng structures and equ1pment requ1red to 
offer these serV1ces 

d) Executlng the requlred proJects to ach1eve 1ts Ob)ect1ves and 
update ltS serV1ces to catch up w1th the 1nternatl0nal 
standards 1n these flelds 

e) Cooperat1ng wlth the nat10ns and lnternatlonal organ1zatlons 
to connect the Arab Republlc of Egypt wlth the outs1de world 

ITEM 3: 

The Author1ty may carry out all transact10ns WhlCh may enable 1t to 
ach1eve ltS goals The Author1ty may set plans and programs set 
forth and management procedures that sUlte 1tS actlv1ty 1n 
accordance wlth the regulat10ns of this Law regardless of the state 
adm1nlstrat10n rules and regulat10ns 

ITEM 4" 

The Authorlty to achleve 1ts Ob)ectlves - wlthout contradlctlng the 



regulatlons of ITEM 2 - may establlsh stock companles, el ther 
solely or wlth other partners, after the prlor approval of H E the 
Mlnlster of Transportat1on The shares of these compan1es may be 
traded 1mmedlately after the compan1es' establ1shment, w1th the 
Author1ty's employees' pr1or1ty 1n purchas1ng these shares 

ITEM 5: 

The Authorlty's capltal lS composed of 

1 Funds of the General Telecommunlcatlons Organ1zat1on 
establ1shed by Pres1dentlal Decree No 709 for the year 1957 
establ1sh1ng the General Egypt1an Authorlty for 
Telecommunlcat1ons Affa1rs 

2 The amounts allocated by the state 

ITEM 6: 

The Author1ty's resources are composed of 

1 The amounts allocated by the state 1n the Nat10nal Budget 

2 The revenues resultlng from the Authorlty's actlvlty and the 
serV1ces rendered to others whether locally or 
lnternatlonally 

3 The dlfference In prlce of performlng the serVlces due to the 
Authorlty In accordance wlth the regulat10ns of Th1rd 
Paragraph of ITEM (12) 

4 The loans acqulred on behalf of the Authorlty 

5 Grants and a1ds 

6 Revenue of the f1nes lnfllcted by Law for breachlng the 
regulat10ns appl1ed by the Author1ty 

ITEM 7: 

The Author1~Y's funds are cons1dered publ1C funds 

ITEM 8: 

The Author1ty has a speclal budget prepared In accordance w1th 1tS 
1nternal regulat10ns regardless of the laws and regulat10ns 
organ1z1ng the General Nat10nal Budget The Author1ty also has a 
spec1al account where1n 1t depos1ts 1tS resources 

The prof1t 1n the Author1ty's budget lS carr1ed forward from one 
year to the next The Author1ty's f1nanc1al year starts 
slmultaneously w1th the state's f1nanC1al year beglnn1ng and ends 
slmultaneously w1th 1t 



ITEM 9: 

The Author1ty, 1n order to obta1n 1ts r1ghts and dues, may make 
adm1n1strat1ve se1zure procedures 1n accordance w1th the law 
concern1ng adm1n1strat1ve se1zures 

ITEM 10: 

Be1ng exempt from the Importat1on and Fore1gn Currency Laws and 
Regulat1ons, the Author1ty may wlth1n 1ts budget lmport by ltself 
or through others wlthout 11cense any product10n requ1rements, 
mater1als, mach1nery, equlpment, spare parts and means of 
transportatlon wh1ch It may need for 1tS operat10n 1n accordance 
w1th the rules set by the lnternal regulat10ns of the Author1ty 

ITEM 11: 

The tools, equ1pment, mater1als and techn1cal sets 1mported by the 
Author 1 ty for operat1ng ItS pro] ects are exempt from customs 
dut1es, taxes and other fees ThIS IS based on Inspectlon and the 
Author1ty's cert1f1cat1on that the exempted goods are 1mported and 
necessary for executIng Its proJects or Its operatIng actIvItIes 
Taxes and dutIes must be paId for these exempt goods If any 
transactIons were dIsposed of to others wIthIn fIve years from date 
of theIr exemptIon 

ITEM 12: 

The AuthorIty's Board of DIrectors proposes the rates for the 
serV1ces It renders In accordance WIth the correct standards of 
cost account1ng and the bases approved by the Board of DIrectors 

A M1n1ster1al Decree f1x1ng these rates 1S 1ssued by H E the 
M1n1ster of TransportatIon after ItS proposal to the MIn1ster1al 
Counc1l 

In case the state flxes these rates at a lower level below the 
author1zed rates, the General Nat10nal Budget w1l1 SUbs1d1ze the 
result1ng def1c1t Wh1Ch must be entered 1n the Author1ty's Budget 
for the forthcom1ng f1nanc1al year 

ITEM 13: 

The Author1ty allocates the 1nvestment allocat1ons that are 
1nd1cated 1n 1ts Budget for the stud1es and researches that are 
related to 1ts act1v1ty, Wh1Ch 1t handles by 1tself or delegates 
other author1t1es 1n handl1ng them 

ITEM 14: 

The Adm1nlstrat1ve author1t1es spec1al1zed 1n the bU1ld1ng affa1rs 
are respons1ble to not1fy the author1ty w1th the llcenses for 
bU11d1ngs whose he1ght equals or exceeds 30 meters The Author1ty 



may 1n such cases make the techn1cal 1nstallat1ons 1n such 
bUlld1ngs 1n order to fac1l1tate telecommun1cat10ns 

ITEM 15: 

The Author1ty 1S managed by 

1 The Board of D1rectors, 2 Managers Board, 3 Cha1rman 

ITEM 16: 

The Cha1rman of the Author1ty 1S appo1nted by a Pres1dent1al decree 
that spec1fles h1s salary and allowances 

ITEM 17: 

The Author1ty has a Board of D1rectors headed by the Cha1rman and 
formed of the follow1ng members 

a) Three members of the Author1ty ' s managers who are chosen by 
H E M1n1ster of Transportat10n 

b) S1X members of experts concerned wlth the Author1ty ' s 
actlv1ty, who are appolnted by a Mlnlster1al Decree by H E 
M1n1ster of Transportatlon, speclfYlng thelr remuneratlons for 
a perlod not to exceed two, renewable years 

c) A member of the Authorlty's General Syndlcate aPPolnted by lts 
Board of Dlrectors 

The Board of Dlrectors may form among lts members a commlttee or 
more to be temporarlly responslble for some of ltS 
responslbllltles The Board may also delegate to the Managers' 
Board, Chalrman, or a Board Member temporarlly some of lts 
responslbllltles, or ln performlng a speclflc task 

ITEM 18: 

The Authorlty's Board of Dlrectors lS the hlghest level of 
management controlllng ltS affalrs The Board may lssue dec1s1ons 
WhlCh 1t may deem necessary to achleve the Authorlty's goals The 
Board carrles out ltS respons1b1l1tles as lndlcated 1n thlS Law, 
speclflcally 

1 Settlng forth plans and programs of the Authorlty wlthln the 
Natlonal General Plan 

2. LaYlng down the Authorlty's Organlzatlonal Chart 

3. Approvlng rates, tarlffs and costs of serVlces offered by the 
Authorlty 

4. Settlng the regulatlons for the contracts made between the 
Authorlty and 1tS customers 



5 Establlshlng the Authorlty's lnternal regulatlons regardlng 
the technlcal, flnanclal, management, purchases and 
warehouslng affalrs, as well as other organlzatlon 
regulatl0ns 

6 Proposlng the personnel regulatlons for the employment system, 
employees' promotl0ns, salary scale, allowances, remuneratlons 
and all thelr posltlons affalrs The regulatlons are lssued 
by a Mlnlsterlal Decree by H E Mlnlster of Transportatlon 

7 Establlshlng personnel systems for the health, soclal, 
cultural and sports care for the employees. 

8 EstabllShl.ng a control system and performance evaluatlon 
Crl.terla accordlng to the economlC clrcumstances 

9 Approvlng the Authorl ty' s annual budget and planned flnal 
account 

10 Proposl.ng local and lnternatlonal loans acqUl.Sltl0n 

11 Acceptlng grants and donatlons offered to the Authorlty WhlCh 
do not contradlct wlth lts Ob]ectlves 

12 Sl.gnlng Agreements 
responslbllltles 

that fall wlthln the Authorlty's 

13 StudYlng the perlodlcal and follow-up reports presented on the 
Authorlty's operatlon 

14 StudYlng any lssues presented by H E Mlnl.ster of 
Transportatlon or the Authorl.ty's Chalrman to the Board 
concernlng any problems that fall Wl.thln ltS responslbl.ll.tl.es 

ITEM 19: 

The Chalrman of the Board of Dlrectors convenes a meetlng at least 
once a month No offlCl.al meetl.ng can be held wl.thout a quorum 
The Board lssues l.ts deCl.S10nS by quorum votl.ng If the two votlng 
partles' numbers are equal, the Chal.rman's party supersedes. 

The Board must be convened lf half of the members at least request 
the meetlng It l.S to be held at the Authorlty premlses or at any 
locatl.on of ltS branches The Board may lnVl.te to ltS meetl.ngs 
whomever It deems necessary to utlll.ze hl.S experlence wlthout 
havlng the rl.ght to vote 

ITEM 20: 

The Authorl.ty's Chal.rman passes the Board of Dl.rectors deCl.S10nS on 
to H E. Mlnlster of Transportatlon wlthln three days from date of 
l.SSulng them for hlS approval These declslons are consl.dered 
valld unless H E the Mlnlster obJects to them wlthln flfteen days 
from date of presentl.ng them to H E the Ml.nl.ster, and l.n thls case 



the Board may re-approve them wlth a 3/4 of the members maJorlty 

ITEM 21" 

The Managers' Board lS formed by a Mlnl.sterl.al Decree by H E 
Ml.nl.ster of Transportatl.on lndl.catl.ng therel.n the system and 
procedures for lts operatlon 

The Managers' Board may l.nvl.te any of the Authorl.ty's employees or 
any expert to l.ts meetl.ng whom lt deems necessary to utl.ll.ze hl.s 
experl.ence 

ITEM 22: 

The Managers Board 1S the ma1n author1ty 1n the f1eld of operat10n, 
follow up, and superv1s1on of executlng the proJects carrled out by 
the Author1ty The Managers' Board handles the follow1ng 
spec1a11zat10ns 

1 Establlshlng the Draft regulat10ns of the Authorlty 

2 Provldlng the studles and researches requlred by H E the 
Mlnlster or Board of Dlrectors 

3 StudYlng the problems lndlcated ln the Board of Dlrectors 
Agenda, maklng remarks, and provldlng studles and proposals 
concern1ng them prlor to thelr presentatlon to the Board of 
Dlrectors 

4 StudYlng the Authorlty's proJects, establlshlng the Tlme 
Schedule for executlng them and settlng thelr prlorltles 

5 studY1ng perl.OdlCal and follow-up reports and analyz1ng them 
prl.or to thel.r presentat10n to the Board of D1rectors 

6 Establl.shlng POllCy for employees traln1ng 

7. Propos1ng the requ1red methods to develop the Authorl.ty' s 
actlvlty and updatlng It to cope wlth the latest 1nternatlonal 
developments 

8 Preparl.ng an annual report to be presented to H E the 
Mlnlster and the Authorlty's Board of Dlrectors on the 
Operatlon Development, comparlng the Actual Achlevements wlth 
the Planned Programs, and trouble-shootlng of the obstacles 
affectlng performance and the proposed Solutlons for 
overcoml.ng them 

9 Any other responslbl.ll.tl.es requlred by the Authorlty's 
lnternal regulatl.ons 

ITEM 23: 

JIf:J-, 



The Cha1rman represents the Author1ty 1n court and 1n 1ts 
transact10ns w1th others 

ITEM 24: 

The Author1ty's Cha1rman 1S respons1ble for 

1. Execut1ng the dec1s1ons of the Board of D1rectors and the 
Managers' Board 

2. Manag1ng the Author1ty, handl1ng 1ts affa1rs, develop1ng the 
operat1ng systems, and support1ng 1ts departments 

3 Prov1d1ng rev1sed reports, proposals and dec1s1ons 1ssued by 
the Managers' Board to the Board of D1rectors to v1tal1ze the 
role of the Board and enable 1t to carry out 1tS dut1es as 
requ1red by the Law 

4. Prov1d1ng H E M1n1ster of Transportat10n and the state 
author1 t1es W1 th the requ1red data, 1nformat1on and documents 

5 Any other responslbllltles that may be requlred by the 
Authorlty's Internal Regulatlons 

The Chalrman may delegate one or more managers ln handllng some of 
h1s responslbllltles 

ITEM 25: 

H E M1nlster of Transportatlon may delegate temporarlly someone to 
replace the Chalrman ln case of hlS absence or hlS posltlon belng 
vacant 

ITEM 26: 

The Regulat10ns 1nd1cated In ITEM (18) are 1ssued by a Decree from 
H E M1n1ster of Transportat1on after approval of the Board of 
D1rectors regardless of the government regulat10ns and systems 

The follow1ng must be consldered when lssu1ng these regulat10ns: 

1. Connect1ng the salary w1th the type and nature of work and 1tS 
performance under the varlOUS Clrcumstances 

2. The value of the travel allowance and transportat1on 
allowances for the Authorlty's employees as categor1zed 
accord1ng to the levels or or1g1nal remunerat10ns shall not 
exceed actual costs they pay 

3. Follow1ng the Un1f1ed Accountlng System Regulat10ns 

ITEM 27: 



The Author1ty replaces the Telecom Author1ty Wh1Ch had been 
estab11shed by referenced Pres1dent1al Decree No 709 for the year 
1957 1n any dues and l1ab1l1t1es The employees of the PreV10us 
Telecom Author1ty are automat1cally transferred w1th the1r eX1st1ng 
scales to the new Author1ty needless of any other procedure 

Unt1l the regulat10ns under reference 1n No 6 under ITEM (18) of 
th1s Law 1S be1ng 1ssued, No (2) of the prev10us ITEM w1ll be 
app11cable Otherw1se, the va11d rules and regulat10ns 1n ARENTO 
cont1nue to be operat1ve w1thout contrad1ct1ng the new Law 
Regulat10ns. 

ITEM 28: 

Referenced Pres1dent1al Decree No 709 for the year 1957 1S hereby 
canceled Any other regulat10ns contrad1ct1ng th1s Law lS 
henceforth canceled 

ITEM 29: 

Th1S Law lS publ1shed 1n the Off1c1al Gazette and lS operat1ng 
start1ng the day follow1ng lts publ1sh1ng 

Th1S Law 1S stamped wlth the Nat10nal stamp and lS executed as all 
other Laws 

Issued at the Pres1dency on (2 Ramadan 1400 H1J), 14 July 1980 

ANWAR EL SADAT 

J 


