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Introduction

TThe mission of the Ministry of Environment/Egyptian Environmental Affairs Agency (EEAA) is to protect human
health and the environment. Since 1982, EEAA has been working for a cleaner and healthier environment for the
Egyptian people.

The third phase of the Egyptian Pollution Abatement Programme (EPAP Il1) is a major initiative of the Ministry of
Environment/EEAA to help industry improve performance and comply with environmental regulations. A package
of loans and grants, totaling 145 million euros, is supported by the European Investment Bank (EIB), the French
Development Agency (AFD), KFW Development Bank, the European Union (EU) and the Government of Eqypt.

EPAP 1l is managed by the Ministry of Environment/EEAA with a Project Management Unit (PMU) established for
day to day management. The National Bank of Egypt (NBE) is the Apex Bank responsible for financial management
of the investment funds. Participating banks include Qatar National Bank (QNB), Commercial International Bank
(CIB) and the Industrial Development and Worker's Bank of Egypt (IDBE).

EPAP Il includes a grant finance component targeting industrial SMEs throughout Egypt.

Eligibility Criteria

To be eligible for grant financing, proposed projects shall:
4. Address one of the following:

- Treatment of air emissions and wastewater;

« In-process modifications and cleaner production;

- Industrial solid waste management (at facility only); and
« Work environment.

2. Move from non-compliance to compliance with the Environmental Laws with respect to the target pollutant(s)
being addressed by the project.

3. Decrease pollution loads by >50% percent of at least one target pollutant of priority to the enterprise. Not
applicable to work environment projects.

4. Be technically and environmentally feasible.

5. Be implemented in an SME industrial facility that has been operating for more than 5 years and whose average
annual turnover for the past 3 years is less than EGP 50 million.

6. Have a pay-back period of more than 2 years.

Responsibilities of the SMEs

SMEs interested in EPAP Il funding should:
4. Submit a completed application form to the PMU.

2. Inform the PMU if the project will be self-financed (in which case a credit checking report should be provided to
the PMU) or financed through a commercial loan. In either case the SME should indicate which EPAP IlI bank it
intends to use for financing and/or procurement proceedings.

3. Upon preliminary PMU acceptance of the project application, prepare and submit the technical studies, which
include: a) feasibility study for the proposed sub-project; b) Environmental Impact Assessment (EIA) of sub-project,
including an evaluation of Best Available Technologies (BAT) for EEAA approval; and ¢) a Compliance Action Plan
(CAP). The CAP should set out a time bound plan to implement all actions necessary for the facility to reach full
environmental compliance and will be subject to EEAA approval.

4. Implement, operate and monitor the project to fulfill the Financing Agreement conditions.



SMEs can receive a 20% grant of Project Eligible Costs.

SMEs applying for grant funding can either:

1. Take a loan from any of the EPAP Il banks for sub-project implementation and provide the PMU with the
relevant bank approval. The 20% grant will be paid upon verification or with bank agreement may be used
to pay suppliers. However, if the project does not achieve agreed environmental objectives any supplier
payments would have to be repaid in accordance with the bank’s terms and conditions.

OR

2. Self-finance, in which case a satisfactory credit report should be submitted from a bank or a specialized
company providing this service. Under self-finance, the 20% grant will be paid upon verification that
environmental objectives are achieved.

In both cases the SME should execute the procurement contract by opening a 100% covered Letter of Credit through
an EPAP III bank for either local or international supply contracts.

Project Eligible Cost (PEC):

Up to 90% of the project investment costs.

Investment costs should not exceed 60% of annual turnover.

Grant:

20% of Project Eligible Cost.

Only payments made through a Letter of Credit to suppliers will be
considered.

Financial criteria:

Project should have a payback >2 years.

Project must be financially non-viable (negative NPV and <10% IRR).

Maximum grant:

300,000 Euros (or equivalent).

Minimum grant:

50,000 Euros (or equivalent).

EPAP Il banks:

Apex Bank: National Bank of Egypt (NBE).
Participating Banks: QNB, CIB, IDBE.

Projects that result in expanded production capacity will be fully supported provided the expansion does not exceed
10% of the original design capacity (prior to investment). Projects may be supported on a prorated grant basis if
the expansion exceeds 10% up to a maximum 60% expansion.

Items not eligible for financing include taxes, duties, land, operating costs, management charges, ongoing project
investment costs and costs not directly related to the project investment.



Financing Agreement

The SME shall sign a Financing Agreement with EEAA for project implementation and agree to comply with the
following:

1. Achieve the environmental objectives according to the agreed indicators and implement the Compliance Action
Plan as per the EEAA approved time schedule.

2. Implement the project within the agreed scope, schedule and cost and in accordance with conditions of the EIA
approval.

3. Undertake procurement including bid preparation, competitive tender, bid evaluation and to award the contract
to the lowest technically acceptable offer according to the EPAP IIl procurement procedures. Basic procurement
principles of fairness, transparency, efficiency and economy should apply. Copies of bid documents, bids and bid
evaluation report to be sent to the PMU for no objection.

4. Open Letter of Credit through one of the EPAP IIl banks for the purchase of equipment through either local or
international supply contracts.

5. Establish a programme for monitoring and evaluation by:
- Compiling relevant project performance data before and after implementation and submit to the PMU.

- Implementing 12 months self-monitoring of emissions after project commissioning and submit results quarterly
to the PMU.

- Assist the PMU in conducting field visits to monitor and evaluate the project.

- Assist EEAA to monitor and assess project impacts for 3 years after verification that environmental objectives
were met.

6. Allow verification monitoring to be undertaken quarterly by EEAA to ensure SMEs are meeting their commitments
under the Financing Agreement. Following four successive quarters of proven performance after commissioning,
EEAA will issue a compliance certificate that allows the selected EPAP Il bank to release the grant.

7. Allow EEAA/PMU to publicise the results of the sub-project and lessons learned.

Project procedures

1. SME submits completed application form to the EEAA PMU.

2. SME to inform the PMU whether the project will be self-financed or financed through a commercial loan and
the nominated EPAP Ill bank to be used.

3. If the project is to be self-financed, then the applicant should provide a credit checking report from a designated
company that provides this service in accordance with EPAP Il guidelines.

4. PMU provides a preliminary approval of the project within 15 days if it meets eligibility conditions.

5. SME to prepare the environmental feasibility study (in accordance with EPAP |1l guidelines), CAP and EIA and
to commence preparation within 15 days after receiving PMU preliminary approval.

6. After receiving PMU approval of the technical studies, SME to sign the Financing Agreement with EEAA covering
project procurement, implementation and grant conditions.

7. SME to prepare bid documents including technical specifications based on the environmental feasibility study
and to issue the bid, receive offers, prepare bid evaluation report and award the contract to the lowest technically
acceptable bidder according to EPAP Il procurement procedures. Copies of the bid document and bid evaluation
report (including bid offers) to be sent to the PMU for no objection.

8. In parallel with the procurement process the SME should finalize negotiations with one of the EPAP Il banks
if the project is to be financed through a loan.



9. SME to open 100% covered Letter of Credit through an EPAP Il bank for either local or international supply
contracts.

10. PMU will monitor and evaluate project implementation and EPAP Il bank will ensure financial disbursement
according to EPAP Il requirements.

11. SME to self-monitor project emissions for 12 months after project commissioning and report results quarterly
to the PMU. Agreed project performance data before and after implementation to be provided to the PMU.

12. Verification monitoring will be undertaken quarterly by EEAA to ensure SMEs are meeting their commitments
under the signed Technical Agreement.

13. Following four successive quarters of proven performance, EEAA will issue a compliance certificate that allows
the selected EPAP IIl bank to release the grant.

More information
More information can be obtained from:

Ministry of Environment National Bank of Egypt (Apex Bank)

Egyptian Environmental Affairs Agency National Bank of Egypt Tower

Egyptian Pollution Abatement Project (EPAP I11) International Financial Services Division / EPAP IIl Unit
30 Misr Helwan Agriculture Road, Maadi. Cairo. 1187 Corniche El Nil, 31st floor south tower -Cairo
Tel:02 2524 7227 - Fax: 02 2526 1419 Tel: 02 2594 5245 - Fax: 02 2594 5535

Email: inter-loans@nbe.com.eg

Participating Banks:

QNB CiB Industrial Development & Workers
Champollion Rd, Nile Tower Building Bank of Egypt

Qasr EL Nile, Cairo. 21/23 Charles De Gaulle St, Giza. 110 El Galaa St. -Azbakia - Cairo

Tel: 02 2770 7799 Tel: 02 3747 2877 Tel: 02 2577 9188

Note that the contents of this brochure are for general information purposes only.



SME Grant Facility

SME submits completed application form to EPAP IlI

PMU. Reject if the proposed project is not
technically eligible and/or the SME is not
SME informs PMU if project will be self financed or f;e:a::i::ug:r;%zb;an LIRS e

financed through a loan with one of the EPAP Ill banks.

Preliminary approval for the proposed project by PMU

Sl

SME to prepare technical studies:

4. Environmental Feasibility study;

2. Compliance Action Plan (CAP);

3. Environmental Impact Assessment (EIA).

Reject if technical studies are not approved
by the PMU or if the EIA and CAP are not
approved by EEAA.

The technical studies are approved by PMU

Sl

Sign Financing Agreement with EEAA

'gn Financing Agreement wi PMU no objection on bid document &
Procurement Procedures: evaluation report
4. Prepare technical specification and bid documents; Reject if procuren'ient procedures not comply
2. Issue tender and receive offers; with EPAP 11l procurement criteria.
3. Bid evaluation ant contract award.

PMU no objection on procurement

Final approval from PMU.

If borrowing from EPAP I11 bank, finalise loan negotiations.
Open Letter of Credit for suppliers with selected EPAP Il
bank.

<=

Project implementation:
4. Sign contract with the awarded supplier;

2. Implement the project.

Monitoring and Evaluation
1. Implement self-monitoring plan and report quarterly Grant not approved if environmental

to PMU. objectives are not achieved
2. EEAA quarterly spot verification.

Environmental objectives achieved
and grant released
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