Agreement
between

THE GOVERNMENT OF THE ITALIAN REPUBLIC
AND

THE GOVERNMENT OF THE ARAB REPUBLIC OF EGYPT
on a soft loan awarding for the project “Support to Private Sector Development

in Egypt”

THE GOVERNMENT OF THE ITALIAN REPUBLIC (hereinafter referred to
as “Italy”), represented by the Ministry of Foreign Affairs and International
Cooperation — Directorate General for Development Cooperation (hereinafier
referred to as “MAECI-DGCS”) and THE GOVERNMENT OF THE ARAB
REPUBLIC OF EGYPT (hereinafter referred to as “Egypt™), represented by the
Ministry of Investment and International Cooperation (hereinafter referred to as
“MIIC™) both jointly referred to as “the Parties ” and separately as a “Party”':

WHEREAS the Parties fully agree on the need to sustain the socio-economic
development of Egypt, through the provision of supplies and capacity building
to enhance the living conditions of the Egyptian people.

DESIRING to strengthen their relationship and wishing to continue their
partnership, by assisting Egyptian Authorities in poverty alleviation for the
most vulnerable people, and especially women and young entrepreneurs.

TAKING COGNIZANCE that the Government of Egypt has indicated private
sector development as a national priority, with particular reference to Small and
Medium Enterprises (SMEs), as one of the means to target poverty issues and
services provision at local level.

WHEREAS the letter dated September 15™, 2015 has been addressed from the
Egyptian Ministry ol Investment and International Cooperation to the Italian
Embassy in Cairo asking to allocate the approved soft loan amount of
45.000.000,00 EUR foreseen to the support to private sector development.




WHEREAS the letter has been sent on September 1%, 2015 by the Egyptian
Ministry of Trade and Industry (MTI) to the Ministry of Investment and
International Cooperation (MIIC), indicating the willingness of implementing
the annexed project proposal “Support to Private Sector Development in Egypt”
(Annex I), as the project meets the requirements of MTI with regards to
providing the necessary financial support mechanisms to SMEs to improve their
competitiveness.

TAKING into account that the MAECI-DGCS has agreed to provide such
assistance, as approved by the Steering Committee of MAECI - DGCS with
Decision n. 23 dated November 19" 2015.

CONSIDERING the present agreement will be implemented, as far as the
[talian part is concerned, in full respect with the obligations ensuing from its
membership of the European Union.

HEREBY AGREE as follows:

CLAUSE 1
PURPOSE OF THE AGREEMENT

1.1  Under this Agreement Italy shall provide Egypt with a soft loan not
exceeding the sum of 45.000.000,00 EUR (forty-five million EUR) for
the “Support to Private Sector Development in Egypt” project, hereinafter
refer to as the “project”.

1.2 The mentioned amount of 45.000.000,00 EUR represents the ceiling of
the agreement that cannot be overcome.

1.3 This Agreement establishes the mutual obligations of the Parties
concerning the financing and the implementation of the project.

1.4 In this context, it defines modalities and procedures for management,
crediting, disbursement, procurement, monitoring, evaluation and
reporting related to the project.

1.5 The soft loan shall be utilized by the Ministry of Trade & Industry and to
implement the activities of the project as detailed in Annex 1.

1.5.1 The conditions for the repayment of the Soft Loan, equal to Euro
45.000.000,00, are set as follows:




Interest rate: 0.00% (zero point zero per cent) per annum,

Duration: 30 years of which 20 years of grace period, beginning from the
date of disbursement of the first tranche of the soft loan.

CLAUSE 2
PARTS AND DEFINITIONS

2.1  This Agreement consists of fifteen clauses and of the following Annex:
Annex 1: Project Document.
2.2 The above-mentioned annex shall be considered an essential and
substantial part of the Agreement.
2.3  The words and acronyms mentioned below in the text have the following
meaning:
= — e ——
Agreement The present Agreement, the preamhle and the annex
hereto forming an integral part thereof. N
Cassa  Depositi  ¢|The Italian Financial Institution appointed hy the
Prestiti (CDP) Government of the Italian Republic to sign the
_ Financial Agreement with the Central Bank of Egypt. |
Audited Financial | The intermediate and final financial reports issued by
Report the Auditing Company.

Auditing Company

The local branch of an International auditing company
selected by the Ministry of Trade and Industry of the
Arab Republic of Egypt to audit the administrative
documents related to the soft loan.

Borrower

The Egyptian Government.

CBE

Financial Convention

Central Bank of Egypt.

N

Agreement between Cassa Depositi e Prestiti, [talian
financial institution, acting as the lender’s Agent, and
the Central Bank of Egypt, Egyptian Financial
Institution, acting as the Borrower’s Agent, with a

purpose of implementation of this Agreement.




GRACE PERIOD

The period, lasting twenty [20] years, beginning on the
date on which the first disbursement of the Soft Loan is
credited on the dedicated Account,

ITALIAN
EMBASSY/ DEVELOPMENT
COOPERATION OFFICE

The Embassy of the Italian Republic in the Arab
Republic of Egypt/ AICS local Office.

{TALIAN COMPETENT
AUTHORITIES

| the Italian Competent Authority for the implementation

The Ministry of Foreign Affairs and International
Cooperation of the Italian Republic through DGCS is

of this Agreement, supported by any other competent
entity of the Government of the Italian Republic,
nominated for the purpose of this Agreement.

of Investment and International
Cooperation is the Egyptian Competent Authority for

Ministry

the implementation of this Agreement, supported by
any other competent entity of the Government of the

Arab Republic of Egypt, nominated for the purpose of]
this Agreement, such as the Central Bank of Egypt and

MAECI-DGCS

| The Government of Italy.

LOCAL EGYPTIAN The
COMPETENT
AUTHORITIES

the MTI.
LENDER
LOAN

The Soft Loan granted by the MAECI-DGCS to the
Ministry of Investment and International Cooperation of]
the Arab Republic of Egypt (MIIC).

The Ministry of Foreign Affairs and International
Cooperation of the Italian Republic — Directorate
General for Development Cooperation.

TTALIAN AGENCY FOR
DEVELOPMENT
COOPERATION (AICS)

S—_—

Italian Public Institution funded in 2014 and operational
from 1 January 2016 to carry out development
cooperation initiatives activities under the political
guidance of the Italian Ministry of Foreign Affairs and
International Cooperation (MAECI).

MTI

The Ministry of Trade and Industry of the Arab
Republic of Egypt.

MIIC

The Ministry of Investment and International
Cooperation of the Egyptian Government of the Arab
Republic of Egypt.




SOFT LOAN The funds that Cassa Depositi e Prestiti, in compliance
with the authorization issued by the Ministry of]
Economy and Finance of the Italian Republic and upon
the proposal of the Ministry of Foreign Affairs and
International Cooperation of the Italian Republic, will
grant on the terms and the conditions provided for in
| Clause 8 of this Agreement.

CLAUSE 3
PROJECT DESCRIPTION

3.1 The project aims to contribute to the creation of an enabling environment
for the private sector, that will be able to ensure a sustainable development and
an inclusive growth for the Egyptian private sector.

The programme will support the Egyptian private sector both in the form of
provision of training and technical assistance to SMEs and entrepreneurs, and
through the financing of different components. In order to achieve the main
objectives of the project, the assistance will also be extended to the Egyptian
institutions involved in the programme, at the apex as well as at the
intermediate and local level.

The tools to achieve the goals will be in the form of non-financial services and
financial services. The non-financial services will focus on capacity building
and human resources development; while the financial services will focus on
stimulating the competitiveness of local SMEs by easing access to credit
conditions (including the informal sector) and technology upgrade.

CLAUSE 4
INSTITUTIONS AND BODIES INVOLVED IN THE IMPLEMENTATION OF THE
PROJECT

4.1 The “MIIC” and the "AICS", shall be the competent authorities of the
Parties in the matters pertaining to the implementation of this Agreement.

4.2 Beside the MIIC and the AICS, the other Institutions and Bodies involved
in the implementation of the project are: =
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4.2.1 For the Government of the Arab Republic of Egypt:

Central Bank of Egypt, acting as the Borrower's Agent and
signatory for the Egyptian side of the Financial Convention,
designated by the Government of the Arab Republic of Egypt
to provide and manage the soft loan, including disbursements
and collection of repayments;

e The Ministry of Trade and Industry (MTI) as Coordinating

National Institution for implementation;

4.2.2 For the Government of the Italian Republic:

423

The AICS local office acting on behalf of AICS;

Cassa Depositi e Prestiti, acting as the Lender and signatory for
the Italian side of the Financial Convention, designated by the
Government of the Italian Republic to provide and manage the
soft loan, including disbursements and collection of
repayments.

Steering Committee:

"A joint Committee will be formulated named the "Steering Committee"
which includes representatives from both Parties and MTI, will be in
charge of general supervision for the project's implementation, the
comrnittee can seek the assistance of whom it deems from experts and
specialists and setting rules for their work.

e Role
The steering committee will cover the role of ensuring pTO_]eCt control and
coherent approach aiming in particular to:

Supervision of the progress of the project and the correct
deployment of the activities according to its objectives and results;

Evaluation and approval of the Operational overall work Plan
prepared by MTI.

Evaluation and approval of annual Work Plans as well as of
intermediate and final technical and financial project reports
prepared by the Technical Support Unit;

Approve budget re-allocations;



e (Composition

The Steering Committee will be chaired by a representative of the
Egyptian Ministry of Trade and Industry.

- 1 representative of AICS;

- 1 representative of MAECI,

- 1 representative of Egyptian MTI;
- 1 representative of MIIC

shall compose the Steering Committee.

e Decision modalities

The SC will be called twice a year, or whenever necessary. SC
members will be able to invite ad hoc participants. To the SC will be
admitted to participate —with no voting right — according to specific
competences and direct or indirect involvement in the project
implementation, also representative of Egyptian/Italian institutions.

Each decision taken by the Steering Committee will be enforced
through an exchange of notes.

e Secrelarial

The Technical Support Unit shall act as the Secretary of the Steering
Committee and facilitate the following items:

1. Set the agenda for each meeting in consultation with the
Chairperson of the Steering Committee;

b

. Ensure that agendas and supporting materials are delivered to
members in preparation for the meetings;

3. Prepare the minutes of the meetings and communicate them to
the Steering Committee;

4. Review and follow up on progress of decisions made by the
Steering Committee.

CLAUSE 5
OBLIGATIONS OF THE ITALIAN GOVERNMENT

5.1.  On behalf of Italy the MAECI-DGCS engages itself in making available
45,000,000.00 EUR as a Soft Loan as per Clause 1 of this Agreement.




o

6.1

5.1.1 Within the above-cited amount, the contribution will be distributed
as follows:

e 3.566.000,00 EUR will be utilized to finance technical assistance
and support services provided through a Technical Support Unit;

e 36.434.000,00 EUR will be utilized to finance a Credit Line
through the local banking system;

e 5.000.000,00 EUR will be utilized to finance a Venture Capital

Facility in the form of a “Fund of Funds”.

CLAUSE 6
OBLIGATIONS OF THE EGYPTIAN GOVERNMENT

The MIIC of the Arab Republic of Egypt engages itself in fulfilling all the
obligations deriving from the present Agreement, in particular:

6.1.1 Ensuring the implementation of the project according to the
provisions of the present Agreement, being responsible for the use
of the soft loan,

6.1.2 Undertaking, through the MIIC and the Central Bank of Egypt, the
on-lending of the soft loan amount to an Agent Bank, and in turn,
to the final beneficiaries.

6.2 The Auditing Company shall be selected by MTI — through the Technical

Support Unit through a competitive bidding following its applicable
internal regulations rules and administrative instructions. The concerned
costs will be born with the resources indicated in the budget pertaining the
Technical Support Unit. For this purpose, prior to publication, MTI shall
submit the “invitation to bid” and the “auditing contract” to AICS which
shall issue its non-objection. The resources for the auditing services are
allocated with the formula “up-to”, and any saving arising from the
competitive bidding procedures shall be allocated in favor of other
potential technical and support services activities and/or other components
of the project.



6.2.1 The selected Auditing Company will produce Audited Financial Reports

7.1

7.2

13

8.1

8.2

in accordance with the provision detailed in art. 8.2.

CLAUSE 7
GOVERNANCE AND IMPLEMENTATION OF THE PROJECT

Upon signature of this Agreement and completion of the internal
procedures, the Central Bank of Egypt and Cassa Depositi e Prestiti will
sign the Financial Convention related to the whole amount to be financed
under the Italian soft loan for the goods and services of the Project. The
Financial Convention will provide the legal framework between the
Lender's Agent and the Borrower's Agent, and will include the provisions
of the present Agreement specifying the procedure for the disbursement
and repayment.

The MTI will setup a Technical Support Unit to ensure the efficient
implementation of the Project and an optimal coordination of the
operational/administrative tasks.

A joint [inal evaluation shall be carried out by AICS and the MTI after
project completion.

CLAUSE 8
SOFT LOAN TERMS, CONDITIONS AND CREDITING PROCEDURES

The soft loan shall have a level of concessionality equal to 50%.The
financial conditions corresponding to such level of concessionality are set
as follows:

e interest rate: 0% per year;

o repayment: 30 years of which 20 of grace period, in equal,
consecutive and deferred installments.

e Goods and services supplied through the Soft Loan shall be of Italian
origin. However, a maximum amount of 40% (forty percent) of the
Soft Loan may be utilized to finance contracts from different origin
(local and other OECD countries). Contracts must be denominated in
Euro or in local currency in case contracts regard local costs.

The Soft Loan shall be disbursed in three installments as follows:
e The first tranche for 2 maximal amount of Euro 10,000,000.00 shall be

credited after coming into effect of the Financial Convention and after
the approval by the Steering Committee of the Overall Work Plan




8.2.1

prepared by the Ministry of Trade and Industry (Technical Support
Unit).

The second tranche for the maximal amount of Euro 15,000,000.00
will be disbursed after the AICS and CDP ‘no objection’ on the first
Audited Financial Report. Such Report shall cover commitments of at
least the 50 % of the first tranche. (Concerning Credit Line component,
the commitment refers to loan agreements signed between the
intermediary hanks and local companies; Concerning the other two
components, the commitment refers to contracts signed with
beneficiaries).

The third tranche for the maximal amount of Euro 20,000,000.00 will
be disbursed after the AICS and CDP ‘no objection’ on the second
Audited Financial Report. Such Report shall cover commitments of at
least the 50% of the second tranche and the remaining of the first
tranche not covered by the first audited report.

Within 24 months from the disbursement of the third tranche, the
Auditing Company shall producc a Final Audited Financial Report.
Such Report shall cover the entire committed amount related to the
second and third tranches, as well as the complete disbursements of the
tranches. AICS and CDP shall issue the ‘no objection’ of such Audited
Financial Final Report.

The Borrower's Agent undertakes the reimbursement to CDP of the
amounts not approved by AICS and by CDP. In case the amount of the
Soft Loan shall be not completely utilized at the end of 24 months
from the disbursement of the third tranche, the Parties can agree to
extend such period, in order to allow the disbursement to the final
beneficiaries and, if the case, approve new allocations.

Such period cannot exceed the grace period of the Soft Loan. In case of
extension of such period, the Auditing Company shall successively
confirm the complete disbursement of the Soft Loan, issuing a new
Final Audited Financial Report.

After the signature of the present Agreement, an Agent Bank will be
selected by the MTI through a competitive bidding and an ad-hoc
Implementation Agreement will be signed between the Central
Bank of Egypt and the concerned Agent Bank. The abovementioned
Implementation Agreement will detail the terms and conditions
concerning the allocation of funds to be utilized within the three

™
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different components (Technical Support Unit, Credit Line facility and
Venture Capital Facility). Such Implementation Agreement between
the Central Bank of Egypt and the Agent Bank shall be approved by
the Steering Committee of the project.

CLAUSE 9
OWNERSHIP OF ASSETS

9.1 Any assets acquired by the programme due to the implementation of this

10.1

10.2

10.3

agreement, such as those used by the Technical Support Unit and/or the
Venture Capital Fund, will be the ownership of MTI, after the completion
of the initiative.

CLAUSE 10
MONITORING DURING IMPLEMENTATION

AICS reserves the right to monitor the implementation of the project and
the transparent, effective, and efficient use of the funds. AICS monitoring
activities may be carried out both in Italy and locally through: (i) AICS
experts during specific missions; (ii) personnel of the AICS local office.

Control activities on disbursement are assigned to Cassa Depositi ¢
Prestiti.

To facilitate AICS monitoring under sub clause 9.1, MTI shall produce
annual technical and financial reports concerning the progress of the
project.

CLAUSE 11
SUSPENSION OF THE AGREEMENT

11.1 In case of impediments to the implementation of the project due to causes
of force majeure recognized by both Parties according to practice (such as
wars, floods, fires, typhoons, earthquakes, labour conflicts and strikes,
unexpected transportation difficulties), the following provisions shall apply:

11.1.1In case the duration of the impediment to the implementation of the
project is less than 12 months, the project activities shall be suspended. The

11
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13.1

13.2

13.1

foe

residual funds shall be maintained until the impediment finishes and

Italy, through the MAECI-DGCS, authorizes resumption of the project
activities;

[1.1.2In case the duration of the impediment to the implementation of the
Program is greater than 12 months, the Parties shall agree on the
destination of the residual funds.

CLAUSE 12
SETTLEMENT OF DISPUTES

Any dispute between the Parties arising out of the interpretation and/or
the implementation of this Agreement shall be settled amicably by

consultations or negotiations between the Parties through diplomatic
channels.

In case of any discrepancy between the project document in Annex 1 and
the present Agreement, the latter will prevail.

CLAUSE 13
AMENDMENTS TO THE AGREEMENT

The Parties may modify this Agreement at any time. Any modification
must be set out in written form through exchange of Verbal Notes that
shall come into force upon the completion of the internal procedures.

The modification to the Annexes can be set out through exchange of
letters at the technical level.

CLAUSE 14
TERMINATION OF THE AGREEMENT

Both Parties reserve the right to terminate this Agreement after mutual
consultation in case of evident, unmotivated and prolonged delays in
implementation of the project.




CLAUSE 15

ENTRY INTO FORCE AND DURATION

15.1 This Agreement shall entry into force on the date of receipt of the last
notification by which the Parties will inform each other on the completion of
their respective internal procedures, necessary for the adoption of this
agreement.

15.2 This Agreement shall have the same duration of the Soft Loan.

15.3 Inthe event the Parties terminate this Agreement, it is agreed that Italy,
through the MAECI-DGCS, could ask for reimbursement of any unspent
money.

IN WITNESS WHEREOQF, the undersigned, being duly authorized by their respective
Governments, have signed the present Loan Agreement.

Done in Sharm El Sheikh on the 8" of December, 2018 in three originals in the
English language, all texts being equally authentic.

For the For the
Government of the Republic of Government of the Arab Republic of
Italy Egypt

LM ]
Giampaolo Cantini Dr. Sahar Nasr
Ambassador of Italy in Egypt Minister of Investment

and International Cooperation



[Traduzione non ufficiale]

Accordo
tra
IL GOVERNO DELLA REPUBBLICA ITALIANA
E
IL GOVERNO DELLA REPUBBLICA ARABA D’EGITTO

Su un credito d’aiuto per il progetto “Supporto allo Sviluppo del Settore Privato in Egitto”

IL GOVERNO DELLA REPUBBLICA ITALIANA (in seguito “Italia”), rappresentato dal Ministero degli Affari
Esteri e della Cooperazione Internazionale - Direzione Generale per la Cooperazione allo Sviluppo (in
seguito “MAECI-DGCS’) e IL GOVERNO DELLA REPUBBLICA ARABA D’EGITTO (in seguito “Egitto”),
rappresentato dal Ministero degli Investimenti e della Cooperazione Internazionale (in seguito “MIIC") a
cui si fa riferimento come “le Parti” o singolarmente “Parte”:

CONSIDERANDO che le Parti sono in pieno accordo riguardo il bisogno di sostenere lo sviluppo
socioeconomico dell’Egitto, tramite la dotazione di forniture e opportunita di formazione per il
miglioramento delle condizioni di vita del popolo egiziano.

AUSPICANDO il rafforzamento delle relazioni tra le Parti e il continuamento della cooperazione, tramite
I’assistenza alle autorita egiziane nel campo della riduzione della poverta per i settori piu vulnerabili della
popolazione, e in particolar modo le donne e i giovani imprenditori.

PRENDENDO ATTO che il Governo egiziano ha indicato lo sviluppo del settore privato quale priorita
nazionale, con particolare riferimento alle piccole e medie imprese (PMI), in quanto uno dei mezzi per
combattere la poverta e alla fornitura di servizi a livello locale.

CONSIDERANDO la lettera datata 15 settembre 2015 inviata dal Ministero egiziano per gli Investimenti e
la Cooperazione internazionale all’Ambasciata d’ltalia a Il Cairo chiedendo di allocare il credito di aiuto
approvato di EUR45.000.000 per il supporto allo sviluppo del settore privato.

CONSIDERANDO che la lettera inviata il 1° settembre 2015 dal Ministero egiziano per I'Industria e il
Commercio (MTI) al Ministero degli Investimenti e della Cooperazione Internazionale (MIIC), indica la
volonta di implementare il progetto in allegato “Supporto allo Sviluppo del Settore Privato in Egitto”
(Allegato I), considerato che il progetto € in linea con i requisiti del M Tl riguardo la messa a disposizione
di meccanismi finanziari di supporto alle PM | per migliorarne la competitivita.

PRENDENDO ATTO che il MAECI-DGCS ha accordato di offrire tale assistenza, come approvato nel
Comitato Direzionale del MAECI-DGCS con la Delibera n. 23 del 19 novembre 2015.

CONSIDERATO che il presente accordo sara realizzato, per quanto riguarda la Parte italiana, nel pieno
rispetto delle obbligazioni derivanti dal suo stato di Paese Membro dell’Unione Europea.



PERTANTO CONCORDANO come segue:

CLAUSOLA 1

Scopo dell’Accordo

1.1 Sotto questo Accordo, I'ltalia dovra provvedere a disborsare all’Egitto un credito d’aiuto non
eccedente la somma di EUR 45.000.000 (quarantacinque milioni di Euro) per il progetto “Supporto
allo Sviluppo del Settore Privato in Egitto”, in seguito denominato il “progetto”.

1.2 Lammontare sopra menzionato di EUR45.000.000 rappresentail tetto massimo dell’accordo che non
puo essere superato.

1.3 Questo accordo stabilisce gli obblighi reciproci delle Parti riguardo il finanziamento e
limplementazione del progetto.

1.4 In questo contesto, definisce modalita e procedure per la gestione, accredito, pagamento, appalti,
monitoraggio, valutazione e reportistica relative al progetto.

1.5 Il credito di aiuto dovra essere utilizzato dal Ministero del Commercio e dell’'Industria e per realizzare
le attivita del progetto come delineate nell’Allegato I.

1.5.1 Le condizioni per la restituzione del credito di aiuto, uguale a Euro 45.000.000, sono
stabilite come di seguito:

o Tasso d’interesse: 0,00% (zero virgola zero percento) annuo,

o Durata: 30 anni, di cui 20 di periodo di grazia, con inizio dalla data di trasferimento della
prima tranche del credito di aiuto.

CLAUSOLA 2

Parti e Definizioni

2.1 Questo Accordo consiste di 15 clausole ed il seguente Allegato:

Allegato |: Documento di Progetto
2.2 |l sopracitato allegato costituisce parte integrante ed essenziale dell’Accordo.
2.3 Le parole e acronimi menzionati sotto nel testo hanno il seguente significato:

Accordo Il presente Accordo, il preambolo e I'allegato ne formano parte integrale.
Cassa Depositi e Prestiti | Listituzione finanziaria italiana designata del Governo della Repubblica
(CDP) d’ltalia a firmare la Convenzione Finanziaria con la Banca Centrale d’Egitto.

Rapporto Finanziario di | | rapporti di meta e fine rapporto preparati dalla compagnia di auditing.
Auditing
Compagnia di Auditing | La filiale locale della compagnia di auditing internazionale selezionata dal
Ministero del Commercio e dell’Industria della Repubblica Araba d’Egitto per
la verifica dei documenti amministrativi relativi al credito di aiuto.

Mutuatario Il Governo egiziano.
CBE Banca Centrale d’Egitto
Convenzione Accordo tra Cassa Depositi e Prestiti, istituzione finanziaria italiana, agente

Finanziaria per conto del prestatore, e la Banca Centrale d’Egitto, istituzione finanziaria




egiziana, agente per conto del mutuatario, con lo scopo di implementare
questo Accordo.

Periodo di grazia

Il periodo, della durata di venti (20) anni, con inizio nella data in cui la prima
tranche del credito di aiuto & trasferita nel conto in banca dedicato.

Ambasciata L’Ambasciata della Repubblica d’ltalia nella Repubblica Araba d’Egitto / Sede
Italiana/Ufficio di | AICSin loco.

cooperazione allo

sviluppo

Autorita italiane | Il Ministero degli Affari Esteri e della Cooperazione Internazionale della
competenti Repubblica italiana tramite la DGCS & l'autorita italiana competente per la

realizzazione di questo Accordo, sostenuto da altre autorita competenti del
Governo della Repubblica Italiana designati per lo scopo di questo Accordo.

Autorita locali egiziane
competenti

II Ministero degli Investimenti e della Cooperazione Internazionale &
'autorita egiziana competente per I'implementazione di questo Accordo,
sostenuto da altre entita competenti del Governo della Repubblica Araba
d’Egitto, nominate allo scopo di tale Accordo, qualila Banca Centrale d’Egitto
ed il MTIL.

Prestatore Il Governo italiano

Prestito Il credito di aiuto rilasciato dal MAECI-DGCSal Ministero degli Investimentie
della Cooperazione Internazionale della Repubblica Araba d’Egitto (MIIC).

MAECI-DGCS Il Ministero degli Affari Esteri e della Cooperazione Internazionale della

Repubblica Italiana — Direzione Generale per la Cooperazione allo Sviluppo.

Agenzia ltaliana per la

Istituzione pubblica italiana fondata nel 2014 e operativadal 1 gennaio 2016,

Cooperazione allo | con lo scopo diportare avanti iniziative di cooperazione allo sviluppo sotto la

Sviluppo (AICS) guida politica del Ministero italiano degli Affari Esteri e della Cooperazione
Internazionale (M AECI).

MTI Il Ministero del Commercio e dell’Industria della Repubblica Araba d’Egitto.

MIIC II Ministero degli Investimenti e della Cooperazione Internazionale del

Governo egiziano della Repubblica Araba d’Egitto.

Credito di aiuto

| fondi che Cassa Depositi e Prestiti, in conformita con le autorizzazioni
rilasciate dal Ministero dell'Economia e delle Finanze della Repubblica
Italiana e su proposta del Ministero degli Affari Esteri e della Cooperazione
Internazionale della Repubblica ltaliana, rilascera con i termini e le condizioni
fornite nella Clausola 8 di questo Accordo.

CLAUSOLA 3

Descrizione del Progetto

3.1 Il progetto mira a contribuire alla creazione delle condizioni propizie per il settore privato, che
garantiranno uno sviluppo sostenibile e una crescita inclusiva per il settore privato egiziano.

Il programma supportera il settore privato egiziano sia tramite I'offerta di corsi di formazione e
assistenza tecnica a PM| e imprenditori, sia tramite il finanziamento di diverse componenti. Per
raggiungere I'obiettivo del progetto, I'assistenza sara anche estesa alle istituzioni egiziane
coinvolte nel programma, sia all’apice che ai livelli intermedi e locali.




I mezzi per ottenere gli obiettivi saranno nella forma di servizi finanziari e servizi non finanziari. |
servizi non finanziari si concentreranno sulla formazione e lo sviluppo delle risorse umane, mentre
i servizi finanziari si concentreranno ad incentivare la competitivita delle PMI locali facilitando
I’accesso alle condizioni di credito (includendo il settore informale) e 'upgrade tecnologico.

CLAUSOLA 4

Istituzioni e Entita Coinvolte nella realizzazione del Progetto

41 1l “MIC” e I’ “AICS’ saranno le autorita competenti per le Parti nelle questioni riguardanti la
realizzazione di questo Accordo.
4.2 Aparteil MIICe ’AICS, gli altri enti e istituzioni coinvolte nella realizzazione del progetto sono:
4.2.1 Per il Governo della Repubblica Araba d’Egitto:

La Banca Centrale d’Egitto, che opera quale agente del mutuatario e firmatario
per la Parte egiziana della Convenzione Finanziaria, designata dal Governo della
Repubblica Araba d’Egitto per amministrare il credito di aiuto, inclusi i
trasferimenti di fondi e la raccolta delle restituzioni;

Il Ministero del Commercio e dell’Industria (MTI) quale istituzione coordinatrice
nazionale per 'implementazione.

4.2.2 Per il Governo della Repubblica ltaliana:

La sede locale AICS, che agisce per conto dell’ AICS;

Cassa Depositi e Prestiti, che opera quale prestatore e firmatario per la Parte
italiana della Convenzione Finanziaria, designata dal Governo della Repubblica
Italiana a offrire e amministrare il credito di aiuto, inclusi i trasferimenti di fondi
e laraccoltadelle restituzioni;

4.2.3 Comitato di Pilotaggio:

“Un comitato congiunto sara formato con il nome di ‘Comitato di Pilotaggio’ che include
rappresentanti di entrambe le Parti e del MRI, e sara responsabile per la supervisione
generale dellimplementazione del progetto, il Comitato pud richiedere assistenza di
esperti e specialisti e stabilire i loro termini di riferimento.

Ruolo
Il Comitato di Pilotaggio coprirail ruolo di assicurare il controllo del progetto e un
approccio coerente mirando in particolare a:

o Supervisionare il progresso del progetto e la corretta attuazione delle
attivita in accordo con i suoi obiettivi e risultati;

o Valutazione e approvazioni dei piani di lavoro annuali, e dei rapporti di
avanzamento e finali sia tecnici che finanziari preparati dall’Unita di
Supporto Tecnico;

o Approvazione delle riallocazioni del budget;

Formazione
Il Comitato di Pilotaggio sara presieduto da un rappresentante del Ministero
egiziano del Commercio e dell’Industria.



1 rappresentante AICS;

1 rappresentante del MAECI;

1 rappresentante del M Tl egiziano;

1 rappresentante del MIIC;

faranno parte del Comitato di Pilotaggio.

O O O O

Modalita decisionali

Il Comitato di Pilotaggio sara convocato due volte all’anno, o quando necessario.
I membri del Comitato potranno invitare partecipanti ad hoc. Al Comitato di
Pilotaggio € ammessa la partecipazione — senza diritto di voto — in base a
competenze specifiche e coinvolgimento diretto o indiretto nellarealizzazione del
progetto, anche a rappresentanti diistituzioni italiane e egiziane.

Ogni decisione presa dal Comitato di Pilotaggio sara applicata tramite scambio di
note.

Segretariato
L'Unita di Supporto Tecnico agira da segretario del Comitato di Pilotaggio e

facilitera i seguenti punti:

1. Fissare l'agenda per ogni riunione in consultazione con il
presidente del Comitato di Pilotaggio;

2. Assicurare che i punti del giorno e i materiali di supporto sono
stati divulgati ai membri del Comitato in preparazione alle
riunioni;

3. Preparare le minute delle riunioni e condividerle con il Comitato
di Gestione;

4. Rivedere e fare il punto della situazione riguardo il processo
decisionale del Comitato di Pilotaggio.

CLAUSOLA 5

Obbligazioni del Governo Italiano

5.1 Per conto dell’ltalia, il MAECI-DGCS si occupa di mettere Euro 45.000.000 a disposizione come
credito di aiuto come da Clausola 1 di questo Accordo.
5.1.1 Nei limiti dellammontare sopra citato, il contributo sara articolato come segue:

Euro 3.566.000 saranno utilizzati per finanziare I’assistenza tecnica e i servizi di
supporto forniti tramite 'Unita di Supporto Tecnico;

Euro 36.434.000 saranno utilizzati per finanziare una linea di credito tramite il
sistema bancario locale;

Euro 5.000.000 saranno utilizzati per finanziare una Venture Capital Facility nella
formadi “fondo di fondi”.



6.1

6.2

7.1

7.2

7.3

8.1

CLAUSOLA 6

Obbligazioni del Governo Egiziano

Il MIIC della Repubblica Araba d’Egitto si impegna ad adempiere alle obbligazioni derivanti dal
presente Accordo, in particolare:
6.1.1 Assicurare la realizzazione del progetto d’accordo con quanto stabilito nel presente
Accordo, essendo responsabile del credito di aiuto,
6.1.2 Facendosi carico, tramite il M1IC e la Banca Centrale d’Egitto, di affidare le attivita di
erogazione del credito di aiuto ad una Banca Agente, che estendera le attivita di credito
ai beneficiari finali.
La compagnia di auditing sara selezionata dal M Tl — attraverso I’Unita di Supporto Tecnico tramite
un bando che segua le sue regole interne e istruzioni amministrative. | costi corrispondenti
saranno coperti dalle risorse indicate nel budget dell’Unita di Supporto Tecnico. A tale scopo,
prima della pubblicazione, il MTI dovra sottoporre il bando e il contratto di auditing all’ AICS, che
dovradare il suo nullaosta. Le risorse per i servizi di auditing sono allocate con laformula “fino a”,
e qualora ci fossero dei risparmi risultanti dalle offerte ricevute saranno allocati in favore di altri
potenziali servizi tecnici e di supporto e/o altre componenti del progetto.
6.2.1 La compagnia di auditing selezionata produrra i rapporti finanziari di auditing
secondo quanto previsto dall’articolo 8.2.

CLAUSOLA 7

Governance e Realizzazione del Progetto

Dopo la firma di questo Accordo e a completamento delle procedure interne, la Banca Centrale
d’Egitto e la Cassa Depositi e Prestiti firmeranno la Convenzione Finanziaria relativa alla somma
totale da finanzarsi nell’lambito del credito di aiuto italiano per beni e servizi del progetto. La
Convenzione Finanziaria fornira il quadro amministrativo tra I'agente del mutuatario e 'agente
del prestatore, e includera i principi del presente Accordo specificando le procedure per il
trasferimento delle tranche di finanziamento e per la restituzione.

I MTI creera un’Unita di Supporto Tecnico per assicurare I'efficiente implementazione del
progetto, e un ottimale coordinazione dei task amministrativi e operativi.

Unavalutazione finale congiunta verra sviluppata dall’AlICSe il MTluna volta concluso il progetto.

CLAUSOLA 8

Termini, Condizioni e Procedure di Credito del Credito di aiuto

Il credito di aiuto avra un livello di agevolazione del 50%. Le condizioni finanziarie che
corrispondono a tale livello di agevolazione sono fissate come segue:
e Tasso d’interesse: 0% annuo.
e Ripagamento: 30 anni di cui 20 di periodo di grazia, in rate uguali, consecutive e
dilazionate.



Beni e servizi acquistati tramite il credito di aiuto dovranno essere di origine italiana.
Tuttavia, un massimo del 40% (quaranta percento) del credito di aiuto potra essere
utilizzato per finanziare contratti di origine diversa (locale o altri paesi OCSE). | Contratti
devono essere espressi in Euro o in valuta locale nel caso le spese siano locali.

8.2 Il credito di aiuto sara trasferito in tre tranche come segue:

La prima tranche per un ammontare massimo di Euro 10.000.000 sara trasferita dopo
I’entrata in vigore della Convenzione Finanziaria e dopo I'approvazione da parte del
Comitato di Pilotaggio del piano di lavoro preparato dal Ministero del Commercio e
dell’Industria (Unita di Supporto Tecnico).

La seconda tranche per un ammontare massimo di euro 15.000.000 sara trasferita
quando I’AlICSe CDP esprimeranno il loro nullaosta riguardo al primo rapporto finanziario
di auditing. Tale rapporto dovra coprire I'impegno di almeno il 50% della prima tranche.
(Per quanto riguarda la componente della linea di credito, I'impegno si riferisce ai
contratti di crediti firmati tra le banche intermediarie e le aziende locali; riguardo le altre
due componenti, I'impegno si riferisce ai contratti firmati con i beneficiari).

La terza tranche per un ammontare massimo di Euro 20.000.000 sara trasferita quando
I’AICS e CDP esprimeranno il loro nullaosta riguardo al secondo rapporto finanziario di
auditing. Tale rapporto dovra coprire I'impegno di almeno il 50% della seconda tranche,
e 'ammontare della prima tranche non coperto dal primo rapporto di auditing.

Nell’arco dei 24 mesi dal trasferimento dellaterzatranche, la compagniadiauditing dovra
preparare un rapporto finanziario di auditing finale. Tale rapporto dovra coprire I'intero
ammontare impegnato della seconda e della terza tranche, nonché I'intero ammontare
dei trasferimenti delle tranche. AICS e CDP dovranno esprimere il loro nullaosta su tale
rapporto finanziario di auditing finale.

L'agente del mutuatario siimpegna a rimborsare a CDP le somme non approvate da AICS
e CDP. Nel caso in cui’'ammontare del credito di aiuto non sia stato utilizzato interamente
alla fine dei 24 mesi dal trasferimento della terza tranche, le Parti possono di comune
accordo estendere tale periodo, per permettere il trasferimento dei fondi ai beneficiari e,
qualora fosse il caso, approvare nuovi trasferimenti.

Tale periodo non pud superare il periodo di grazia del credito di aiuto. Nel caso si estenda
tale periodo, la compagnia di auditing dovra successivamente confermare il completo
utilizzo del prestito, preparando un nuovo rapporto finanziario finale di auditing.

8.2.1 Dopo la firma del presente Accordo, una Banca Agente sara selezionata dal MTI
tramite un tender, e un Accordo Esecutivo ad hoc sara firmato tra la Banca Centrale
d’Egitto e la Banca Agente. Tale Accordo Esecutivo elenchera i termini e le condizioni
riguardanti I’allocazione dei fondi da utilizzarsi per le tre componenti (Unita di Supporto
Tecnico, Linea di Credito, e Venture Capital Facility). Tale accordo tra la Banca Centrale
d’Egitto e la Banca Agente dovra essere approvato dal Comitato di Pilotaggio del progetto.



CLAUSOLA 9

Proprieta dei Beni

9.1 Qualsiasi bene acquisito dal programma per I'implementazione di questo accordo, quali quelli
utilizzati dall’Unita di Supporto Tecnico e/o il Venture Capital Fund, saranno di proprieta del
MTI, dopo la chiusura dell’iniziativa.

CLAUSOLA 10

M onitoraggio durante I'lmplementazione

10.1 AlICSsiriservail diritto di monitorare I'implementazione del progetto e il trasparente,
efficace e efficiente uso dei fondi. Il monitoraggio AICSdelle attivita pud avvenire siain ltalia che
in loco tramite: (I) esperti AICSin missioni brevi speciali, (Il) personale della sede locale dell’AICS).

10.2 Le attivita di controllo sui trasferimenti dei fondi sono assegnate a Cassa Depositi e
Prestiti.
10.3 Per facilitare il monitoraggio AICScome da sotto clausola 9.1, il MTlI dovra produrre

rapporti tecnici e finanziari annuali sul progresso del progetto.

CLAUSOLA 11

Sospensione dell’Accordo

12.1 In caso di impedimenti alla realizzazione del progetto per cause di forza maggiore
riconosciute da entrambe le Parti (quali guerre, inondazioni, incendi, tifoni, terremoti, conflitti di
lavoro e scioperi, difficolta di trasporto impreviste), saranno applicate le clausole che seguono:

11.1.1 Nel caso in cui la durata del'impedimento alla realizzazione sia inferiore ai 12 mesi, le
attivita del progetto saranno sospese. | fondi residui dovranno essere tenuti fino alla fine degli
impedimenti e I'ltalia, tramite il MAECI-DGCS, autorizzera la ripresa delle attivita.

11.1.2 Nel caso in cuiladuratadell’impedimento allarealizzazione sia superiore a 12 mesi, le Parti
dovranno accordarsi su come destinare i fondi rimanenti.

CLAUSOLA 12

Risoluzione delle Controversie

12.1 Qualsiasi controversia tra le Parti derivante dall'interpretazione e/o I'attuazione del
presente Accordo sara risolta amichevolmente tramite consultazioni o negoziati tra le parti via
canali diplomatici.

12.2 In caso di discrepanze tra il documento di progetto in allegato | e il presente Accordo,
quest’ultimo prevale.



CLAUSOLA 13

Emendamento all’Accordo

13.1 Le Parti possono modificare il presente Accordo in qualsiasimomento. Qualsiasi
modifica deve essere presentata in forma scritta mediante scambio di note verbali, che entrera

in vigore al completamento delle procedure interne.
13.2 Le modifiche agli allegati possono essere effettuate tramite scambio di lettere al livello

tecnico.

CLAUSOLA 14

Risoluzione dell’ Accordo

15.1 Entrambe le Parti si riservano il diritto di risoluzione dell’Accordo previa consultazioni
reciproche in caso di ritardi evidenti, non motivati, e prolungati della realizzazione del progetto.

CLAUSOLA 15

Entrata in Vigore e Durata

15.1 Il presente Accordo entrerain vigore alla data della ricezione dell’ultima notifica con la
quale le Parti si informeranno del completamento delle rispettive procedure interne, necessarie

per I'adozione di questo Accordo.
15.2 Questo Accordo dovra avere la stessa durata del credito di aiuto.
15.3 Qualora le Parti richiedano la risoluzione dell’Accordo, & accordato che I'ltalia, tramite il

M AECI-DGCS, possa chiedere il rimborso dei fondi non spesi.

In fede di che, i sottoscritti, debitamente autorizzati dai rispettivi Governi, hanno qui firmato il presente
Accordo di credito di aiuto.

Fatto a Sharm el Sheik I'8 dicembre 2018, in tre copie originali in lingua inglese, tutti i testi essendo

ugualmente identici.

Per il Governo della Repubblica ltaliana Per il Governo della Repubblica Araba d’Egitto
Giampaolo Cantini Dott.ssa Sahar Nasr
Ambasciatore d’ltalia in Egitto Ministro per gli Investimenti e la Cooperazione
Internazionale
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1 BACKGROUND

According to empicical evidence, simall and young firms are the main creators of new Job
opporturiiics in Fpypt. According to ollicial data SMEs that account Tor mare Lthan 98 percent
of enterprises, generate mare than $3 percent of vinphosinant 10 non-agricullore private Seciars,
and 10 poreent of total «mployment

Despite this crocial rode that SMES play, they foee mimverous challenpes. 1imited aceess ta
Mirgueee o5 one of the main obstactes factng entreprensams A recewd fnvestment Climale Rupd
Assessmenl Swvey £20012Y, reveads that only 23 percent of SMEs huve received a bank ivan,
white anly 2.3 pocem tag on noo-bank firaocial instinutions  Nare than 70 ppercent of the
surveyed firns raised concerns regarding the surge in the cost ol finance post revalufion. Mosl
SMEs resort Lo abternative sources of finoce, relving on pecsonal saviggs (79 percent] of
inhec:tance {15 pereent) io raise capital, and orly fow percent access the formal marke?
Althuah sectoral analvsis shows thal therg o5 o bguidie orisis in Lhe panking sector, SMEs
have Limued weess o Hnance,

The increased tanking secior risk version, s evidenced by the [ow bankire iniecencdsation,
refleeted in the decline of privare sector ciedit-Lo-GEIP from 36,1 peroent (o fJune 2000 1o 2845
percent in Juna 2043, In addiden, the opporuinity wost of capilal tor any equily Poancing
{through private equity and venture vapital companies) incressed signilicantly as a reflection of
the Lizh intercal rales oh gavernment papers, which sscalated due to the high budper delicit
witnessed Jurinpg rhe past facal yem.

in addizion SMEs are olfered limised finuncial products, Oniy 11 1 percane of micro frrms, and
7.4 percent of small firms have Laok {oans, as opposed 1o 38 percent for Jarge lirm:. On the
supply side, baaks are releclant o tend o SMEs, especially voune und new ones, due ro the
perceivied wesociated nsk. Futhermore, bunks continue to lend basad an collsieeal as appeged 0
ccash-flow, namowing the apportunities for SMEs that often ao net bave soffivient enlfateral,
The vufue of voliaterai needed fisr o loan compared to the: tofal Toms size 15 48 percent fur small
arow: Collaterab requirernents, swech as tese, signiftcantty hamper the ahifity 08 small firms te
have accesy o o towns. Efectively, baoks io Egvpl e serving large well astabtished firms,
These s and small frme s fce probiems obtaining Rosnce fone ofber capital market
vehicles, Venture capual and anpel investors have a limited, yef wrowany presence in othe
Lgyplian markel. Their sperations are not easily facked in tonns of magratade, due s tack of o
corupn eliissive regulatory and reporting remework paverning their epetations.

Cerler disparities are also prevalem, wish women entrepreneurs facing move chatlenges 1o
accessing finance than men

O oshe demand side, the weak fomapeial inlermediacion of 3MEs is aitributed 1o yarioos
institutional factors. Nne of the orin challenges is enterprises” lack of iransparcncy. then
inabiltty 4o hald regelar bookkeeping records, and their imadeguole capaeity to @see audited
fimanculb saterucnts,

Fipancial institutions are wywilling to lend (o e that do not have audiied Brancial xakrcments
or vonzrete well- preparcd business plans. Moreover, smallar fvns offen do not have sufficicni
caituteral, whicl 15 required by banks. Thore is often lack of physical acerys in poor villages, as
it Qs mor vew-alfective for Ananzial instibiions w eslablish branches in areas where the client
base in small villages wor towes,

In s wondexd, the government anoocnesd an ambibious program cha! primecity  1areees
swstainable prowih and sl equity, with an emphasia on the development and support of
smizller firms. [n a ten-pilkar program annaunced on the July 57, 2033 by the Urine hdinister, a
kew pid'ar o micro, small, and medivem emterprizes (MMSAES) development. o enbance their role
increationg jobs, with o focus on youtn.



[n response a0 dhese chaltenges, afforls have been made oy improve the enabling envarommen
for financial inlermedution and 10 strengthen dhe financial infrastructurs The fust privake credit
burean was established, improving signilicantly the information on clients’ aredil wosthinass,
The payments wystem was noderszed, in terms of operations, poliziss, and regulations,
croAning @ inore supportive inschucsonal famework. Moreaver, Lhe Cemral Bank of FEpypl
(CBE) jssucd the Code of Corpurate Goverpance, snbancing tanspaensy and governance of
the banking sector. All these eTorts (o strengthen the Bnancial infrastcoctore have fed o the

prainntion of @ mere enabling busines: environomuaw, making it more canduwcive o SME
lending.

o thes eontedr the program targets the development of SME=z, especiaily fast-growing ones,
whith empinical evidenee has shown to be the most significant emplioyment generalurs. Thas
cniails (mproving their access to fimanee through levesaging finamaal innovation and technical
azsisiAnce services. The Takan Co-operation Office aimy al supporinge this seclos, focusing on
access 1o foakce, which 15 a key [actor of the private seetor growthy il order to sbmubale hedr
potenlial and ereats new job apporiunitics.

1.1 Tne supply of finance for SMEs in Egypt

In the Tuibpwing paraeropas the m@in aciars invelved o Donding SMEs @6 Egvpr wall be
analyred. In particular the sirvctive of fnoncing instipaions seotor will be consisaly descibed
12 the bauks, the Sociaf Fand for Dovelopmont (SFI3, MEDS, Yenure & Risk Capitz! (YRC)
and Angel Bavestors., Bach sab-section will Mescale the maso actoes, avaidadle dawl on
pecfermancs indicators, and the fmptance for p5MLES credic

1.1.1 Banks

The penod 2004-2010 saw a process of conselidation v1 the cosneercin] Lanking sectar: in
19 theee were 13 bunks less than in 2004, At the same time, banks™ access poings increased
conniderably, both in rerms of their number of branches (b} and A'IMs {¢), representing a
Erowsh o 41%% and 274%, respectively. Thiz prowth in sbsclure nambers is reflected in the
density al bramcives and ATMs, both from o geographical und demopsaphic perspective.

The wiul rumber of deposits grew by 7.6% between 2008 wnd 2010, while household deposit
Booints grew by ¥ 994 Thercivre, not onty did finansial ipclugion inocresse. bul somsidering the
banks™ Base of chents, households grew in impuoriance 97.4% of the outstanding deposits
Bebenged fo howsehalds in 2006, while in 2010 that Gowe was 97. 7%, However, growth (oo the
number of housanold deposits was oot wecompanied by g sisrudar inerease 1n the volume in lhose
deposits. Of the 564,841 mitlion Lgyptian pounds (EGPY held in bank deposits 1 2006, £6.8%
belonged to households. 12 Despite growing to 374717 miliien EGP in 2010, houschwid
deposits #3 # sharc of totad deposits 1emained refatively snchanged at 64.4%%

The neniber of deposu accounts al commercia! banks per 1,060 people erew trom 2006 il
2008, deereasing thereafter. Relative to the population, o all deposit sccownts v 2000, $7.3%
betonged to houschalds while in 2019 that figure was 97.8%. The valume por depesit aceount
tose from 29,963 to 43,5673 EGP, entaiding 2 growth of 45, 7%, Considering households only the
volume per deposy accavnt rose from 20,552 to 28,773 BGP, which vields a growlh rate of
40%. This dilference jimplies that the vofume per deposit aceount tweld by actors other than
households, i.e organisations {which secounted for 2. 2% ot all accounss in 203 grew 1339,

Deapnte the mowth in wodal snd average volumes of deposit wocownts (for all Lypes ol holeders),
the weaght of the depasis eelative to the Fovpiian comoomy decreased considerably, both in



peneral and for households ooy, which meams that the cconotiyy must have grown mace than
deposit volumes, t.o the abidity of commercial banks o collewt savingz decreased relative 10 the
BCOILONLY,

The wumber of borrowers increase:f very considerably belveeen 2003 and 2010, both considering,
#ff cliengs and households ooly which yieids growth rotes ol 125% and 13 1%, reepectively The
overall volumw of outandine loans rose f1om 324,041 mithon EGP G 4563 390 millan EGP
coly five vears, representing o wrowth of 43 9%, while for houssholds only the volume of
oulstanding loans gew 14.5%. o 2006, 24.1%0 of oll Toans beloneed te households althoush the
volume of these houscheld loans represented only 16.4% of the tal By 2000, the numper of
houseiotd loans rose 1o %6.3% of all Toars, actouriiug for 19.9% of the fotal This patlern led &
lower averape lewna the ousdanding loans” volume per bocroswaer i 2010 was TUT.074 LGP,
dowwm froen TATA26 TGP w0 2006, entadling a decrease of 36.0% Sinulaby, sutstandmg ean
pot beusehold bocrgwer decreased rom 29285 BGE in 2004 w0 22082 EOF 1 20108, which
shiows a deerease ol 24 0%,

Belative io the population, Lhe vweiai! number of borrowers roughly doubled Ywelween 2006 and
2010, wlule houwseholds gaw sliphtie tupher growth at t 4% Finaily, relative to Cpypts GDT,
overaf banking credit decressed consigderably from 320 o 3v%, although for houwssholds o
remained relatively stable. We con see cnee oram Lhat, sinee nwstanding foans and cliens grow
very substantially, GDF must have grown evea higher (which could have been facilitated ez by
eredit frem other supplicss).

T swarmacize, between 2005 and 2014 Ceypt's hanking system zaw o significant increase in
deposile and leans Whilc depnsits per account inereased, bowever loan volumes pa hoerowa
decreased This patera scems cxplained v @ very baree expanston (1 the borrowers’ base, i
oy more loans were grantzd, bot of smaller volume. fedesd, wihule banking deposits ware
driven muinky by insldutions, bankng credit disproporoonately fivoured howseholds (whe
Sorrew sTAller annieis) ever sliotioms, The year 200% seems 1o have macked an infiexion
potnt, 25 from thers onwards zome key voriables Jeoieased {e.g depusit sccounrs per | OG5
adulis) o Bagan 1o wow 21 3 slower pace (e.g borcowers por 1000 adubes) Tlese Lwo 1acts any
indscate hat the globa! fisocwi crigiz unde nuned firms” invescment projects.

Lookira at the evolution hetween 2000 and 2010 i gppedars that nanks hecame hmach more
liguid: the loario-deposit rabos incieased consistently: (o P 8% to 0% (abi clicnls) and
llum 71% to £25% (householdsy. Elence, despite Fpyptian banks having lopn-1o-deposit ratios
m 2006 Lkal wore et high relanve to other credit markeis, banky lellowoed a consoin
delzveraning srratepy thut fnercased Lher fquidity further. Supporting this, Deypt's indes of
hanking seslor risk decressed from 53 to 48 between 2005 and 2010 {though 1t went baek up
and remched 39 a0 2007 and 2012).

[t may be argued 1hat thiz rising evorson in fziwling was dus to Fower (uaiily of bankes” Suan
pactfalias (ke higher probability ol defaolt} as a result of the glohal fimancial erisiz. However,
the read started n 2006 {hefore the crisis) and Ceypt's prowth seeens o have been imnine to
the crisia: hetwaen 20048 and 2010 the country™s GLF grew an averane B 2% sonually.

With regaras to banks™ szrvices, the artay of prxducts offered s guite cotnprehensive, although
slamelacclized (aod thoeerine nol wiloied o MSMEs - even thoogh some banks - nauely
MNatona! Vank of Geypl and AlexBank - lave introduced some fodored made producis [or
SMEs 1 the lasu months and designed a nesw approach in dealing with the SMEs ). At least T5%
ol the banks"MEME clienis me simple clienls w»n the sense that they oy wSe cne o three
produsts affered by the bunk.

fenks zee MEMES ac carrying exeea risk: althoupgh banks uwlersiand the impertanee of MEMEs
it terrns of profildhitiiy, they lack a clear understanding of the nafure of (he scetor, vartiealarly
with regards to MASMES™ pecds
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Bankers justify this peroeption mob only by MEME intarnal (aciors (sochoas sncifzicnd
marsgenen: praciices or lack of proper [mancmi slaierments ¢ business plansh, bot alse on
factars extermwl 40 BMEMEs {such as the sanks’ MSME-lending wechnwlogy or banks'
regulationsh kwihermare, banks mAake their fancug denswons based on busic  present
ducwmenls maher than un SME growth potential - The main requosments fre geanting credit to
MEME: are wsaally busic Jdocuymenls, such as egistration or license, as well as finsnees!
perfonance of the businiesses, Bankers” perceptien t: releesd in a disconnection with their
clienis. during the cradii-graning process, the lean application ssjeclion e repanied by SMEs
weas 20%, whersas that reponted by banks was 6655

1.1.2 Social Fund for Development {5FD)

The SFEY is 3 quasi-governments] organizaton mandaled by the governdrent to create jobs by
pioviding tnstitutionel, financial and rechnical support to MSMEs. Tt was established in 19%] as
parl of kyrypi™s Feopomue Relorm and Structural Adjustment Programme . Since the heginmng
ot it operations, the S has became 3 key insttitionsd voliche for chanreling gover nment and
doror rescurees lo MSMFEs & Egvpl.

The SFL mogbilhises national and iptermeonal rosowrzes and rhen lepds fhem o ehumblc
micrafingaree NGOy gmd banks, which i jurn lend ther o 8MSEIEs The main aousces of funds
tncinda rhe Lovptian governmest, Bwopean Union {EL) — zmong dw others, 511 is
implementing a coedid line for SMEY made svailable by the Ttalian Ministry of Foreizn Atfaics
winth seme T2 M Furo), DAL Arab Fusd, Euwait Fund, German Davelopnient Buck (K (W)
and UNMDE. Fiancing acoivitics ane operated mainly by two arms: the Smali Goterprise
vevelopment Organization (STEIMY mooseey the provesnn of loans and other pre-loan financial
services to ASMEs, while the Human Compmanity Developmenr froup (HCDG) provides
mieraereilis aied anhuer hasic hwian services (&g health, educanon) to address the neads of tha
pLOL.

The STD tending poticy is ik bine with internationa]l best praceices, and incorporaics social and
human develupnwent dimensions that fevour awreach o margnalized groups. For instance,
MEMEs located in margicalised pecgraphiv sicas e ren by specific soctd moups arve
favoured, and thers is a quata whereby at least 25%: of bonefictaries hove Lo he women.
Suceessive povernmelr and mulii-dooun reviews of SFI programs carped ow in 198, 2004
and 240 have noted 1he cffectivemess of the S3FD, relleclwd an Us guick, Nexible, ard
Lrafgparer Jahascment mechamsin. e line with efiorts o enpacs banks a2 mrermediaries in
lvan dizbursemend 1o MESMEz the 3FC caehboshed the Cooperntive Tusurance Jocedy {CI5) lor
MSMEs. Th: OIS provides credit guarsntee services o otespreses horrowing SED tunds,
wherchy Cl3 covers 80% of the Lowy, SEOO an additional i0%, and the financial incermediony
the remaining 10%. Some orher kev imdicatars of the SFD are the following

 LIntil 20008 the 3FD dishorsed 2 total of LS00 2.5 bidlian,

» By the cnd of 2008, 147 000 permanent pobs aral 230,000 temperary jobs m Msilis were
ereated, in addstion to 675,000 j0bs in micro anterprises 33

* The bean cepoymenl rate fram (olermediaries swas 100%.

1.1.3 Guarantee Schemas

The Egyptian Credit Guarantee Company (CGC) was established in 1989, by nine Bvyptinn

Banks and one insurance company, with the sssistance oft U3AD. Operating since 1991, it is
suppased (o guarantee [oans sllered by banks to smsdd businesses thas kack sufficient celiaterad.
Adicr only four years o operation, the schenw had reached a ioan guarantiees portfolio 0§ TISTY
BE mullipn] 13 As of 200%, he apency bas Twe branches in Eeypl and aperates ou! of
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headquarters in Caivo. Tw sharcholding peitners have been reduced to epht hanks and one
saranie company. The CGC administers o nimber of funds with precisely detined purposes,
suchas franeing SMES or suppoming health care providers.

Wb managed Bands of approximately TS50 300 midlion and 33 partner baoks {2005 numbers),
the COC hax al least furmadby reached the eritical size to achieve an (mpact on lendine practioey
r SMES i Lgypt, For examphe. in W07, the cuongmiany extended gwer 20,000 guarantees to
siwure UISD Y3 muibion of loans. Astuming this number did nor evadve significanly 1 the
seantime, drepresents 2 smad] Facteon of total leans o SMEs. Covarape in peroeniaps ol Ladal
SMLE popuiation stuvs bmiied ag well at approgimetaly 3%

Taday, and wath reeard w e previcnsly onitined assessment critena, the fallowing pisture
einerges: First, there w cantradictory evidence on addifdcialdy. On one hood . e st active af
Uue partivapating banks stated that without GG guarartess, wnding to SMEs woulld colbapse to
half or less of the cutrent amoonts This isplics strang additionabity apd wouid sndicaie thal the
scheme'seitevtiveness 5 outstanding, since the literature oo the subjest estimunies thes properly
desigoed andimplemened schemes wsually inetease lending o treet seelors by 30-35%. Y,
ontks migit be exappecating Only 1.43% of quarantees tased had 10 he wrillen deswn as losses
sinee the schesnes inceplion, wiuch 15 an extraordinarily low toss rate. This indicates hal the
loans extended are pranted to 1ather shong berrewers, who nay ool oo makiy be denied aceess
o crechl eriher, The risk of missing out on additianaloy 32 inergased by the fact dwl potcniel
batiuower s vanoat deal with the CGO directly and need 1o be confirmed by a Iending institution
first. Hanks' conservative pracnces theorofore climinale mose projects hafore they con even he
wssessed by the guaranior,

Second, dcgarding the sirutepic mraeting of credit guariniees, the COC affers inan guaraniers
PECACANE 0 s cohemarios, bwg ol wlich see retgied o enlsipiEe see {Stact-ups and SMEs), two
e funsiomal purposes {poverty reduction redated enterprise el indusly metermisation) and
Bay o sectors ol the cewnoiey (health and enecgnl Susds are provided by the Ggyetian
govornment of foreigm sid agencies, most prosmeently USAID. Baelh tund 5 ownoged
separately and sometunes inoconperation with SGOs or other sartners.

Thi ¢, reom gnarantees cover ay 0% of joan value, which might be taa [ow io ingduze banks
particisdiion az far as wiak buivwers are conserned. Thes rght explain why the scheme's {oss
rales are 50 fuw, sinec 3 may be wo low fo nduce fendine o clenls with hiphe risk profiles.
The COC puaranrees nonetbeless seem relatvely attractive o hanks because the corresponding
fundy are depositaid in ke pantivipating lJending imstilationtis. Putizipation therefore 5 relotively
elevated 34 of 10 Leyprian banks reportediy eodlaborate with the GG, el olozer exqminalion
reveals that oiost of this partieipation tn the general famework gaes not wansiate (Mo lending,
As of 2005, the top five usars of OGO puaranice services wore government owned kanks, These
account for 3% by oumber and 20% by valuz of tetal cumulative pusranices ssoed,

Apparemtly, inceitiver ate tna weak to induse fending to SMEs 3y commercially motivared
bankers. Anether probdem with regard 10 wceslive struclues s the scheme™s wmdifterenes
lowards banks' practices on coitateraf, which can produse mora’ hazard: if hanks decide not to
ask o mere sceurite than gustanteed by the CGC, porrowsrs mught defeolt mere readity
becs e mm ol e et BRse Ly are at steke.

Fourth, regarding the independence of foon sorecninge the O8O3 s run by benks and (rance
profrssionals tacked with the allocation of guararizes. Alchoush international donors e the
povenunent can infiuence Benchmack sening and Foocd-evaleanon critesia, they are nob
cperztionally involved in losn approvals, Tsloed, 108 seperted dal OG0 operations henetil
Fom: trasmung and assistance ol an affilisde comnpany (OG0 Consull), in arder ia cwsure
pofeasional lonn sereening und utiocuion However, private bunk pamicipation in COC appears
o he mostly sybobic, heaving public tenka, which are alsu fix awain OG0 shareholders, with
considerabie mfluence. Such heavy reliance on pueblic secior fmaneial Sositutions can cast
disubly on 1l independence o loan iocatior.

[n conehusion, while Egypt disposes ol a propel fiumewock lor provicing criticaliy underserved
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seulors of Hee econosny with priviizesad actess (o bdnking (vance theough eredit guaraniees, the
{CCHD ag had limited impact on the et sectors {SMEs) and provides very limiied coviiage.

1.1.4  Wenture Capttat and Angel Investors

This seetion refees o Venlure Capital (VO broadly codecstosd as those early-stage
veslrneniy 1 tocavalive start-ups whereby the Umvegton provickes finanee o M3MEs and owns
a share of the M3ME {iherehy sharing the business or procect csk). Similar coneepis such az
Anwet Lnvestors (highlighied doe to thel recent rizel, Risk Copoal or Private tawry arc also
comprised o Lhis category.

lin 20352 the number of veroane capstal (Y0 consumes i Egyp was 16, of which nine were
listet) i ths stoww rnarket |n some cases these compenies are securlics companses that insludad
venture capiral amony their goliviiies o abasm ax adveaiapes. Although e robd inveshioent
increased fom 2002w 200 i seemy fo ave steneted and ceen Jecieased thereafter. By the
end of 2008 Lhe wlal arwant iavested by VO companies was TOR 3865 midlon

The Egvptian ¥{ sesior is refatively snwll, allhough potenteliy very oportant for MSHEs
Leseurch bwiz showo that Lhe majonty ul Bgyptian MSMTs are willing 1o consider ¥ o finance
their operations, which is wssosated with the suee of the company: the smallar the enterprise. the
meose Likely il 5 10 be open to VO The avalabbiy of ¥ 13 perceived as inzormmensurate with
the s of new snd grovang frms especiatly piven the difficobticy these businesses lboe wikn
approaching comventivrs! fundinp instituiions. Also, the izck of o healthy venture capiralisc
coininuniey ts cotsidered a severs Limitation o A0IrEprEnEUFIAL HTRVETION

Theic are seversl reesons why Egypl does not aave 2 strong YO market Brois contended thae
povernment mvolvement in organizationgl and manaseriz] maners is undernuning the efficient
speration ol VO cornpames, Anorher reason (8 the ok of expertise 10 identily and select
initiatives 10 which it is worlh investing. More awareness of the Y0 sector woulid abso heip, as
would the dissemination of slones where VO played an instiuments) role in initisting 2nd
devaloping successfin MaMEs.

1.1.4.1 Main Actors

Fome ol the compaues identified 1n the VO jeciar are the Cairo Matioral Co lor Tnvestmont and
Secursties, Imtermativoal Trade Company liw Iovestment Al Abli for Dewelopmant and
Irvestinent, Nutivnai ¥outh Cempuny {or Investment and Pevelnpment, Miir Batero, Gulf
Cumpany for Fimancial Trvestments or Uie Armerizan-Seade Company for Financif Invesimeeis
Some ol the key companies and thelr business wnoche!s based or o Lsling iiom Wamdz.com are
herewitiy descrixed

Founded in Jenuary 2001 oy Ahmed AlG and Hany Sonheiy, Sawari Ventures is perceved as
the foundation tor Egypt's new investmert comimunity speclubiving in weehoalogy., Sawar
latwiched the Fla cotreprensurship tab at the American Universioy in Caira, which provides
specialized services dncluding seed funding and mentorshup. If compames manage to survive
and reach mare developed stapes, they become elipible for Curther Munding hom Sawan, Depical
tneestments rayying from 3250000 w0 32 oullion,

Yeaveiopers 5 a ¥ firm zesponsible lor she maonpenwer of e Technology Development
Funi {TDFY TTIF is the only government-backed fund with a 1ol vadoe of 30 TESD milion to
suppart Levplian innowation aod ot cprenewrshp, and locwses oo early-slage ICT compenies.

Orver hall of the tomt allocaitd amount has been invested i 87 companies operating (nside and
nulzdc Bayvpl The company pools VO from several invesiors (o fund selected start-ups. Soppat
is cotnpleinenicd by voutler compary that provides strategic sarvices at the preinvesiment slage
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through strategic pianning, business models, fnancinl structure, and human resources, sales and
marketinye, On wverags, each compaly recksves about FGT . million in fonding and invesloes
are expecied (o recovear their invealnasas e 3 10 5 vears.

Founded in 2010, Innoventures 5 one of e most eoent companies established 10 s0pparnt
Crmdtive $tar-ups in bocoming husipesses chigible B WO lnnoventurcs Gocuses an clean
technology, 10T, electronics, wedia, market indelizgence and inclusive busiwsses Nelds The
ciforts of the company woasist of a sic-maontl duration (neubation program which includes seed
Rareding, custoouzed business training apd access to pariner metworks. Lo cicbange for its
services, Inoventurss pnposcs a inerity egquiry sake in the incubated vennnes e
lnnoventures business model “mnovation venlore masagement” differs Fom tadisioral wC
mudiels 10 that o rovides more support to creative Kicas with no Dusiness expuclise Lhos
sradiripnal VO coonpacaes,

Asigde rom VO companies, some nvestors present themselves as “Aanget Investurs” One of
themt 15 Caire Anpels, o netwick shal srvests in start-ups and eacly-stage compandes vsing a
lugh-1isk, high-eetwn matrix, Since s inception in eacdhy 2082 Caire Angels bas invested EGE
b1 mullion (n 4 enmpaesss, and made binding offers of BGF | msllion 14 two more companies.
Calre Angels 15 made up of2reund 50 individuat membecs. aumest all Fgyptian, of whom

20% are womer wanid moce iae holrare focnders of highly recognized brunds The netwark does
not inglude companies, inslueieos e fends engels nvest theer persomal money and leverape
their experiznce and verwork: 2o benefit the tusiness soretsrn for an sty sooke o the business,
Tuepeted compantes 2re those wilth the potential io relurn 3 te 3 Hmes (he invesiment inou
simeframe ar 3 o 5 vears

Although most of 1t (nvestments io dace have beer o e ichiedngical domain, Caroe Angeds’
aun 12 16 snvesl across aib seciors widh 2 parmticular appetite for export arienied pridacts and
servicez Thus, Cairo Anpeix wre expecialy inizresiza m bysinesses from the agnedlieral,
logsties and enecgy seclots, and cnomurage widcn anttepreneurs applicatians. Caing Angels
e fredi 10 repmionnl start-ups applving tor tunding ay well,

Froily, private sector enmpanies can also aceess financing in the form of equity through the
Bgrptian cxchange markel (Nilexp where eompaiics o nocess lang b capital 4 a low cost
far the expanswon of ther busipesscs. Sines the Nilex is wswally focused oo langer siec
L LIPS,

1.2. The Dremand for Finance by SMEs in Egypt

This section desenbes the demand for firance in Fgyprwithic rhe SME secio, some ol s

i feawres Being . oSt SMES are generaphicatly eancentrated in voly three povernorates fout
of Ceypl's 27 SMEs ure meonnly oporating in osnaihelweng and ltade, very lew of them
export and vary few deal with banks,

The 1deal sceracin would requoire an assessment of thnse loan zpplications submided hy
Epyprian MSMEs Siove (hiwe ides data wre not aveelable, darg on che SMEs” characteristics are
used a5 a proxy.

Thoee speaific aspects oTe of interest ) basic ndivators of entrepreneurship (v.gihs motives
that Jled e eniteprencer Lo slar o nsoess), 37 the chtacienstics of SMI3sT speratiors (e
nfarmakbitvt, and 1u) the Gnancisl chacactensiis of SMEs (2 p laviog o bank account). Tlese
features are cownplewented with tirms’ opinions on L nain obstaclas they face when doing
[risingss.

Avallable dats altow for o comparizon of Epypl™s privawe seetor with the overall MENA region,
bt evolubion over time can only be traced between 2007 and 2008 [the Fatest year with data
avilshle} Maos. daw disagmegate by size (Small, Medium and Large), which permits an
insiphitfe] crocs-sactional pichue of how privale 2eetor features wonid evolve as Frms inerepse
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I size. The matn tneonveniences are that data do not ineludy méicro cnicrprises, ahd the hme
SUFiES SOMIPONENT 1§ ORlY Tww yuars,

1.1.1 Entreprensurship

[n 2009 Cgypt szw the birth of 6,308 ew limiced Lubilily companies and the country’s new
Lusingss density was 043, which represeats the Srd lowest Guuse coimpared tavaikable data

G the Mitdle Fogt and Morth Afvicgegion,

Crreprensisship s sucially well regarded in Bpypr falthoues betweea 2004 and 20412 the fear
of fallwe wrow eonsiderably), and mos: people believe they have tne required skills 1o sims »
business. Lisualby MSWE: havic ambitions ideas (o expunding, despite their low average profic
marging (froen B% ta 2993 104 The perceplion of basiness oppoectunities grew [Tom 2004
omwards duspiie the Tied that customers froms other countries decreased dramatiendlv berween
3008 and 25172 (the pumber of foreign sourists deapped Jrastically 1o recem vears).

Crwerall il is elear thal enb eprencurial activily decrensed beiwaan 2008 und 2912 the percentipe
of cntrepreneurs in trsiness Jor legy thwn 3 months, romne 3 o0 42 momik 2 fior inaore than 42
wmmuhy all decreased or were stble. i 18 noleworthy that the tizgest decresses vecurred i the
first Lwar years: between 2008 ard 2610 mony Lung-extablished entrepeetgurs {12 moncis)

went oug of business, white 1he percentage nf nascent sneeprencurs (=3 manthst shraonk to a
third of e initial leval. Suniarly, the perceplzrs of sntrepreseurs that are in business beeatse
they did not have any other optivns grew fom 19 0 33 between 2008 asd 2010, From then oy
however, sume indwcators improved semewhat the sfeae of fueced socepraneurs declingd to 34
in 2002 and by 2012 e rates of noscent ergrepreneurs had started lo arow again,

1.1.3 Basiccharacleristics

Actording tu the Cenmal Agency for Public Mohilisation and Statisnics (CAPMAS), in 2006
there were 23 million SMEs in Bgypl, of which 32% were mucroentermises with -4
emplovees. BMES represent nearly 99 persent of tmal privats enterprises and abowe 30 persent
af loaat cmploy ment, sdth avelage psseta valued o 12GP 30,000 (some 35.009) and an average
of 1.7 empioyers.

SMEs wre on overape about 22 years old, Abthough the emphasis ol his angiyars % ot a
colipdrisen between Egynt and the est of the ragion o 15 remarkable that Fgyprian private
seCiof companies in Jenera) finciuding SMEs) are vonsiderably odder ihan athers o the region.
SMEs are mostly owned by private domestic stalzehodders.

Hoywever, as the sice o firms gows up, the npenness to ommerslup by foreigners and public
authories increases, and the ownership of companizs 18 less conecntrated Tnotenng of fegal
status, siall coutpanies rely mostly un “sole proprietacship”, 2 pattem thal increased batween
2007 anid 208 On the other hand, large sompanies are inoge likely (0 be pubbicly lwted
companies, a teeil staius form that grow betwen 200F aod 2008 ot the experse of Limted
Liabifity Usmpany {LLCY, sole propretership and partnzrship. Medium ecterprises ace eloarly
le5s Likewy w hean LG, and have a roughly simijur probabiisty of being publicly Hsted, 4 sole
propficloriip, o pannership or a linied pannecship.

Although maif of alt firms consider the workforee oo be ioadequately edacaied, larzer firms are
mueres Liketly e treim Lhein cwplovees Labowr regulations are seen as @ sironger congirainl by
smalier compames, who are legs likely o have Femalbe participation hoth in their pwnership zud
work fores,
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While qezlisy cantifwnlions are very rare among smadil ¢1.3%Y and mediom {14 390 enteprises,
Urey atw very cemman ameng large companics {30%) The pasern 13 similar whea 1T ¢omes 10
nsing leclowlogy beensed from forergn countries, alibough the diffesences are not 5o large.
Sumiiarly. 385 are leys Bhkely 1o have Lhoir owa swebsite and are fess Lkely 1o use email for
thsn asleraclion wille clisnts and suppliers. Tt is remarkabie, however, (hat wergss the seee rangy
a maporiy of emerprises bavy ponuel Bnnncal statements revicwed by Boancial aediters Thes
couneers one of the dvpical claims of baoks, that SMEs don’ have proser fisancial aceounts.

1.1.3 Financial Charactaristics

For the majority uf SMEx the main purpese of accessmg finenes 15 to strengthen their workiap
capitai. MEMUS have very Iettle financial Yevorage throngh debl Noeowing and bence, o 15 not
surprisinyg that they reinveal their wisiness prefiks, as well a5 savings, back into helt husimeses
Egypt's grivare sectler comparies ate conyiderably mare hkely to nove o checking or savings
peccasn han those oo the rest of the Aras rezion. Approxomately 30% of small compaties have
&t brasl one of Ihose twd tvprs ofaccounts And as fioms merease insice, 50 does the probabihty
of having suck accounts, Dhawever, gvell whel crrupanivs o farge ol i ool guat antesd thal they
will b acuoasy, abwot 3% of aif targe companias in Taypt did nor have gne in 2008, which
i5 srprising,

Tnterss ol Lnaneing, Egyphar enterprises are throe limes more lely 10 bavg aeccas o oredit
tham companies 0 the regin Lut wathie the countey there 15 oreat inequadiiy o reednd 1o firmys”
siZe. Approximaicly 5% of cmall compenics Bed sccess o ctedil v 2004, while 13 5% and
A6, 1% of rredicm and laree compapies did. Such figures show pusitive grosly be lween 2007
anil 2008 Cor all three ategoues.

In order 10 access oredit, KOO0 of the loans granted o smulf componies in 200% requiced
vollulernd, a percentage that decreases as the sree of the anterprises povs vy Vhe renson e thes
FAmern s That credii-granting iestitations consider smaller companies as riskier, Teyond haviong
fo provide collaterz], the vilue of the eollatergl = vital, Snaller companies are requtred higher
coilaterals than larper ones, a gap that decreased subsinntiniby betwenn 2007 and 2008, En 2608,
small courparies tad 1o provide collaieral for 87.6% ol the vatue toan, while medivm-sized
ereerprizes fiad io guwoanlee R1.5% of their fnana This relatest 19 not dnear with frms” size,
heswever, as large companies were fequited Lo provide vellsicral (i g higher pereentage than
mzdium-zize 2ompanies; 86%. The [arge discrepancy betwaen Epypc’s averaoy vabms of
contateriny reguued se percentage ol 2 loan (8%.3%) and average values of collateral required in
the MENA region §200. 8% 15 striking Indesd, Emypian M3MEs that'Jo not apply oo bank
loang arewe that the conditios are not zatisfactery and that dealsng with banks is diMficuls
Detweeen 3-1% o SMEs used bands bo Sisanee thelr inveshnents in 20903, & percestage that was
riuclr higher for farpe coempames, Towever, o e decroase wag sxperienced hetween 2007
wnd 2008 weth eediuin avd large Brms ko the bepgest redeciisns. This pattern translated into
3 corverpence i the rates of licms accessing barking credir o Aeance thelr invesuuents, The
tivancial crisis, tr which bizaer companies would be mare exposcd i ierms of valwme of crodil,
woald have conteibated o this phenomenon,

Mob unby did hanks asnce less T investments in 20038, bul they aiso fnanced 3 lower shame
of those investmerts Indeed, in 2008 buoks Mmanced jost 18% wed 2.7% o the value vesead
by small and medivn enterprises, respectively, compared to 3.3%% and 10% & yeur belore, In
response . fiems were o hkely w finance the invesiments imernally in 2008 than in 2007
Overall, the main sowrse of funds fo foance ipvesiinents by SMEs was mkermal financing,
toliowed by equity sales (2.3% to 2.5%), banks fnanciag {1.5% {0 2 7%} and supplicr credit
(0.2%40 )

In terms of financrng workang capital, anly 2% of small emerprises and 6.3% of awelivmgize
onus avectsed hanking coedil. which s in sharp contrast te large Grmsz® 15.4% Futhermore,
banks findnced very low sharcs ol that working capital, 0.8%, 29% ond 5.6% for small,
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meditm minl Targe ererprises, respestivety. [ iy inlerosling that, while banks in gypt are less
likely o finance working capiial Lhan in the rest of the MEMA region (0.4%, va & 3%, the vaiue
of working capizal Hinanced 15 maeh higher than in the cegion (2.3% vs, G.6%0), This sonigeesl
that Egyptian banks mey he mote wary of adverse selestion. By way of skiicier screening of
Wai dpplivelicos, backs rase the oosi of Bnacoisg wewkg copial and exelude patendsal
borrowers from ilw markel, Dace they have been screencd, invever, banks are maore willing to
russ ehem.

Deapite e ow involvement ol bvanks in financing wocking cayetal they are stii the main oo
of finance in this tezard, ws sopplier credit 15 an even smaller snneeg of linaseing,

(ruring the course of 2 survey undertaken by tw Epyptian Barking lnsotute, interviewesd
MEMEs declarci thoir preference for finance in the formy of vunnwe capital, althouzh trade
finance, hnes of credit and averdralls, icasing, wolking capital loans and leters of credit were
Azt aprreciated. Other financlal products that 3MEs soe ierested 1 are property ISW3AR0E w1
aotfection of receivables, erodil inswance, wages and supplier payment, ioternet ianking, asd
peaymLel of txes

With revards 1o crediy, MSMES are interested In lowwer interest fules, leas denonding guamantee
regueremsents and simpter procedures B granting foans. The average loan amount ihesited by
MEMFR is a little moce thap 1.5 M EST, with MSMEs nreferiing to pay off their debie rapidly
[although tha averape destred puvhack ternt s 1 years)

Arcanding to e above menliomed ceport, avcess Lo Onance has always bewn consndered a majo
congieainls In 2007, aimost a guarter of all small firens sonsidersd it a corcern. The percentage
nearly dopbled in 2503 with mimost na!F of all swall fms identifying access o (innce as &
s constraed, a perception thas decreases #s Srme gain size This waouold ot consizient with
W fact chat, a= the Noeeeinl eriawe kieked g eredim-granting seditutions becume more sk-
averse and preferred o concenirale ore larger ficms. Ciher research fas shows thal access Lo
Dimanee i3 mowe bkely o be dentified as a majar olwtacle for SMEs gperatng o services or
rade. and lass so fe those operaling (o manafaciunng or tomsirucian

1.5. Reguiatory Frarnewark

This paragemph outlines the key legal, repuiwsory and institubional mandates, activittes and
siruciwes Lhal impact the access to credit by MEMEs. The exisience of an erabling poticy and
regulatery framowerk should heve two goals Orgl, to enable the transformation of the MASME
saclr from low added- valug to hugh added-value ackivilies And sccond, o mimmige negative
eltects such as maorai fweard and advelse selection theechy make the Gosncal syatem oiore
efficient.

The Bpyptan Governnent has previgusty made pelicy and regubatery staleinents regarding the
wmportance of M3MEs (g the courlry’s deveiopment. Us X004 Toverry Reduciion Stralewy
reaitoreed the impartance of ioh creation abune with its commmtmeret to MSEME devel apmess.

Thas voemitmest was ranslated inta key policy initatives such us the passaee of the SME low

14§ and the developmen nf the Mutivoal SME Suate gy,

The 2004 SME Lasw was the st law in the country’s Bisiory we sprcdically rrget the MERES
sector. [ delines 110 misrn and skl enterprses, Si the rale of the Socind Theveinpment Fund,
and (i} tacilhes macted (o ShEs

In mdililion 4o the dows awhined in Box i, Cpyp’'s Mianstry of Firsoce (MoF) established an
SME Developmeed Unit in 204 o develop “an appropriae fiscal policy covironmen bt
enabies SMES 10 work and grow wnder the ambrella o the Formad secter™.

The Mol" undertakes o dust approach of short term poicy developmen: and longer-iein
capacily building 1o support a policy develepmenl process conducive to MYMEs' developrient.
A key contribation to policy development of SMF: was provided throvgh the Small and
Medium Lnierprives Poliy Novelopment Project (SMEPOL), an initissive jointty implementled
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oy the MoF and the Canadian [necmational Dovelopmens Apency (CHIAY hetween 2004 and
2008, A significant vulpu: of SMEPOL was the “Enhancing Comperitivencss B SMFEs in
Egvpt -- Generad Framework and Action Plna™ {20045, The objective of this palicy Tamework
wits Lo idealefy, address and renove the main constraings SMEs fuce, obstacles that hunder their
engagement wichin (he formul seclor. The Aclion Plan inciuded o 5ot of tasks related to
imipraving the operatson of finaneial servieas o e thal they were belier able th offer the
necessary capital and services Lo SMEs Examples of such tasks inciude scrting principles for
bank lending ro SMEs, tnereasing the prafirahiliiy of harks™ leading te SMEs ant the privileges
they Feneive, amending Law $571945 on jeaning to provide incentives ro loasing companics sa
that SMEs can be better served, sircemlining mortgage oroveduces and reducing their staps by
cotublishing an assefs repisiry for tand and bulldings, essblisling new credit guerantes
pompznias and gnbaneong eredil pruvision procedures thraugh the establishmant of specializedl
wnformanen agenciey Furtharmure, setions and reforms were proposed far the smprovement of
AME pueducts™ qualiny i order 1o meer wider fovernment prals an eepert oid mon ket
capnbilicies, taiang 3ME comribetions o GOP, increasing forcian cwrency  vislds and
corcecting Lhe deticit inihe lrade Bolance an inlepondes evalwation ol SMEPOL found tha o
wotuevel ib primmsy nhisctives ol pobey development kot atse hiphliphled fimisbine,
weluding policy nllience boing mosily acheved at e Muoustecsat level and nou acress the
Eovermment, us weil as littie chiange inthe actual operanon environmenl for SMEs

Ajs0 aran wslitutionai ievel, 1he Contal Bank of Egypti CBLE) has atempled w sinmuiale
access (0 finance by S3LEE iy waiving ity 14 pereent rezerve roguargrnent un loans to ShEs, in
feyour ol wn omnpnt 2qual wthe SME jepding ol cach bank.

1.1.4 Financial S=ctor

Hanks in Foynt operale uxler the supervision of che CBE and are regulated and supervised by
he UBEs Law Na. 8% "Tae Nasking Sector amd Mesey’ (2003 Thecs @5 ne expdaat legal
requiraiment i obdain permssion 1o lend. However, only hanks are permitted to colluss saveings
apd motrliee duposits vas depnsin acoounts se defined by Law No. ¥8. The CBE regudates hanks
and rzgulates amd heenses privale seetor oredil bureaus aveording ) Regulalions of the Credis
Bz vaus and [nformation and Dars Sharing Systems. Tn comgrast, NOO-MTIs are sepdaie] by
the Ministry ol Social Stdiaurity (MSSL

Opcrating under the avspices of Lhe CRE sinee 1921 the Fevpéian Bankine Tostisie {EBD s a
aed-profl orgarizaticn thal works W oenhance the coentry's fioancatl sector Lhiough 1he
provision of naocial sduselion, ipaearch and enuep: e irs owareness,

Yhe Fgyphan Financial Services Anthoriy (BFSAY wes created in 2000 ander the Lo nf
Eeziulation of Mon-Haiking Financial Markers and Irstruments (the Single Bule Lawi and
Tegulules sceuritics rmarkets and noiebosk ftnancia] sstibations. The EFSA is responsibie Tor,
and has the authority 10 issue rules to oversee the eMcicnzy of the non-banking Goancial sectar,
s well 8% Lt upply necessary consumer protection rules (o ensure transparency and limit market
mamipadation and frawd

With regards to W, the Eeyptian regularony famewoerk starts with the issuance ol the muney
market Taw mo, 93 in the year 1992 which orpasuzes the achnty of compaiies working ie the
Gield. That teaisiation & complemented by the mroistenind deerce nn 933 in 1994, which addsy
investment funds b the activity fedd of ventioe capiial.

Egypt does ot currenty have an stiturional infrastraciure that enables a sound ard etficient
financia) system, i efTorts have haen exerted o impiove the infrostructurs and insttut eena
environment for effickent miermediation. These inctude improvine and strenghening the logai,
tefrulatory and sepervizory  Lamework, informateon infrastructare, Granoal repecing, the
payuents svstem, and enlry and caodting pedicies. The complesity arnd multiplicdy ol the legat
franework has resotted in a slew 2nd cumbersome loan recovery process that can diay un G
wears, Inadelition, and wit mnporant refevance o credis informanon, Law Ny, 38 reguired all
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barks, real cilaie TuLke coupanies, tinancizl lwase companies and inquiry and credit rating
companr:es i preserve the seereey of theie slients” informatign =nd 1 disebese o dheiv chents the
trug and complete luterest rates oo service fees

Major corsaint to aceessong, foance 1 Koyt for MSMLs cnciode:

» Comploxay of laws on seoured transactioss, Bee enforceient of whiclt are tinie conswmiig
{notification, attachment, and sale2 by public awctiany, and the inability for private sabe and =inel
lniecloswe under e lowe

» A courd system (Orvil and Commercizt Couartsd st sulfers from (he lack of sneciabized courts
for financial institutions and 2 {ack of specialized judges with adequate knowledge of financial
MATKCL Tlgks;

* Complex bankruptey laws (rore than 200 Articles) thad are mobi-layered and tdmeconsuming,
= Tre rahility of MEMEs to wse lond asssts us cobfateral (Lo sain access to credit) due 1w
duffiziruies in property rights registration ! titling

The Twing Fsiness 2013 Repors of World Bank heehibpivs e lack of sutficient fegal
provisinis for the rghts of horeowert and lenders with regards to coliaeral and hankrupley
laws. The sorseguenee U withow sulticen legal guarartess for the regavery of thor joans
w case of defaoit or insoeveney, tenders wre nol empowered o lend Potential lenders B
delficuliies when mmong loameng  accisiens due o fack of awformanon  aoout the
crechinwarihiness ol the bmrewn (MSMEs) aod the rosoly s ahikded creds granting
Irsufficieny cradul information =an be rooled in bwe ssces (he “shadowmess' of e data
[refatng 1o s deptish and tha vary fack of infocmation (reiating o5s coveraga,

2 PROBLEMS AND STRATEGIES

Frablem Analysks

The private sectin shouid be primarily supnoried through the development of inclasive markets
by working n the areas of lmproving policy framesworks, developing value chains, improving
access to attordable goods and services, suppornng enmeprenewship development, sase the
access fo credil and stimulate the corparale sociad responsibilaly.

I'n fhiz cpopnection 17 12 erncial to address harmers to inciusive market development as muin,
meso and macre lovels. Sush hamiers include, ¢ g lack of appropoiute polwies, fumied aceess o
finance and markets, weak value chain Linkages, capacity constraints, huge presence of informal
sector pad lack ol iprasircetare, Thas, vasous imerventions a8 differenr levels inight be pesded.

Arpong the wain lundranees diating the develonmen of the Egvpuan ShEs are the difficuliies
i campetilive]y sceumang the Nmanciaf rasourced noecded W suppot Lhe investments, the ek af
acoesi o indormaion epanding fechnolory and manhels, the lack of aporopriae level of
operations managemens and skilled mappower, and the lscx of international exposure.

PUPROTIFE emeTZing enfeprensrsmp  and siari-up enwcrprises andt providice them wailb an
snvronmedt conducive £ growth and inclusivity has become a priority.

Given e coalribubien of the smalt and medium scale zector tor employment generation and
foreign exchange carninps, many messures have been laken o atrenathen the small aod oediom
utuls o face the chalienges of fe market Competifiveness in terms of batter quality and tower
eost rematns fhe ooly way For suryvival,

[[ence there iz nead fo provide assistance o the SMIEs and emerging ealrcpromewnrs [0 UNpIove
their technology profile and vost compeutiveness, ease thefr access to cradit through intlanves
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of Gnaneiat inclugiversss as well ag o focus onenvironmental proteciinn and adequate rasoocce
|11ar.ﬂgernen1..

Therefure the activivies with tie pivate sector should amm at melusive macket developmunt
Inclusive matkels are miarkets that extend choices and wppanunities to Lhe powr {fand other
excluded groups) a5 prodocens, constinirs and woge sarners. 1nclusive markets thus creare jobs
and aftordable goods and services neded and nclustve busineises arc thoss thal proliahbly
irtegrate low-income prnducers and eonsumers inte their businass operations and vakae
chaing Tn s doing they smake a posdive coatribution o the development of the company as
wall as the focal poputatios

e insufficient accesy tu finanes @ still one f the man constrainz for Pypran Sk The
wlrnctire of firuncial secior hay sipoificanly changed after the reveduion In parpcufar tne
excess of bgudity has been ow absarbed by the peblic debt The Cential Bank bas incervend
a nuintwy of Uwnes an order ta ensirg a sufficient supply of liguidity to the inter-bank market. in
additian, there is an loecazing wap in lerms of foreign exchanga and this may turn to scuzeze
the fending activities in favowr of private sector. However, despite the maciosconomic pos
petfin manoe, 1he hanking system has not been destabilised even in font of the increase of the
soware #n Tisk.

The demand of private sector has dechned sinse the beginning of 2311 as the sconamy sivwed
down and a5 a conseguence ol the rercased demand of the puidic ssctor has increased Fhe
confidence {n banking sector remains good even thongh the ratie foan e deposit fell beiow
A This gives 2 wndication of the consbaints faced vy the banking sector and the reduced
oppoertunitics to expand theic lending aclividivs Lo privels scetor

Foepr atands ac rack Bch out of (89 evonooies, accarding to WFC (year 20445, [n 2003, Lhe rank
wis B2 ce shere bas been an improvemient al the weeral condifions asseetaled o the tepding
and burrowing, while the averali ranking of the Country. as ceported by [oing Hisiness 2014, s
i the postien [2% [while the previous year, e rank was standing at 127, with a change in the
P N TEE SRS B

Ihe comparison with the regional aversge and the OGCE countries average 15 shown iy the
[ollorwimg: 2able.

Sernnary nf searing for the ELGYPT MIDDLE EAST AN CECD G INCDRMF
oroass (o credit iadicaroes i MORTH AFRICA BUFRAGFE
Fgyet . AVERGAE

g e s R —— ;

Depth of eradle i Ao fioex [8-6) [ A 5

Fubbic reglsury covs rogs (% of eduttsl 3.3 1.3 LTS

Erivute Ayreou oleroge (% of odufts) 15,6 LR 7%19

SEurces Aping deriness, (FC

Credit Lo the private sectoc was arownd A0-12% of (D 1 the firss half of 2010 This levet is
Il The syeeage of ORCT couetres (100%%) ot @ 5 o fine wirth the perfoomance of many
countrics ai the seme stape of deveiopment However, fe deposits available are some 1110%
Al GOP Lok are ool bwseslos mmed anto losns w the prodocuve sictors The loan-Lle-d eposit-ratio in
G E0, for inswance, was about 52%, Al he same time, the pereentage of credit lend ta the privite
jector o5 declirung over the vears, 'White before ihe financial crisis imid-2008) the foans to
privale husiness were arowrd 0%, afleraards the ratio declined 10 saine 40-42% (yewr 208003
Drucise the samme peciod, leans Lo pobbic seetos inereased sigraficantly

Accurding 1o World Bank oheecvers, the increase injepding 1o the povernment lends (o e [les
"hanks inefficlency it identivying profitable projects and thadr caucions invesimant policies. The
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fending practice is conservalive, e regulations arz quite inconsistent and this rmpacty hcavily
on privale seciur apart from diveniing the lanking avsem capacities o fund ihe pubic deficiu
Anpther regson 1y that, hstoocally, the povermment fopds Lhe bodger defiot vic doanesuc
borrewinge Curmentiy, some 5% of the eovernment debt 13 weld of domestic banks and this
sitmation crowds Qut e prevate Sector

Second, us separds to the distribuiion of private sector loans, a closer {ook rovealy thul the
private sectin is o ondy geperally underserved, bur thar i also suffers from an exircreely
skewed loan distnbulice. According to Cenral Bank fgures {excluding oons below RO
300 TISD 5 3605, 0.2% of Jending clients v Egypt represent half of toral Joan vatue Sor
eommarcial hanks Tuan ater inghading luans beling {he repartiog thesshold at the Cepirai Bank,
dverupe lown siee probobly exceeds BEGE 130050, which transiates into o de et dichedomy
Betweon the cor iy asein with large loens and 55Es seftening from credit cationing. Large
corporate 10ans sepresent up ia W% of tral bwens for hanks, wheh Bmgs diversificatian and
raised vizks Rirulacky, backs send to lend more to traditional ectors, where relations. coflaleial
arud repayrent partarns s wellsesimblished, whicl atows dor the shitting of resources Lo new
eronormle seclois and the emergence of dynamis cnierprises,

The nain probiens ideniefied witts regard to loan appraisals, and credit policies maore generaily
nave i do with ataffing and raining issucs ag wedd a8 infernul procedures sid seroening ruics,
Belalivaghip-Lased kanding and pear internal standards, as wetl as lacking credit risk evaluatian
skills und shodcominas in remuneration or ircentives pakicies lead o the previously outioed
[oan concentration and creds racomng for small business and hovscholds.

B sum, thee Fgvpian hapking svstems appears to cxhebit an almost systematic bias against
Binancing the private scctor ard more parpcatarty new and small husinesses, This anses as
small part from the Gact that the budeet deficit tends to be Domnecd tuouph domestic banks,
whicl crowds out lending to the private sector. ‘Lhe reselling credi rationing for most
antrepreneurs and poteniiat barmewers indicales o BOTIS Soors nnbigher tan 3,

[Lsh risk perceptivn of BMESMLEy = une rvasen hohing sueh low Omancal delinsdiation in
Jordan, Lo mitigate the risk associared with MSMEs lendieg, Canbes rely primarly an collaesar-
based lemding ravher than creditwarthiness, ieaving credibwortny SMEs unfinanced. Most Loans
reduire collarerad, equal wo abou 234 wore dee the loan value, Smabion enerarises 4ot ive
suificient collaterals, and when they do, they are oot cegistered, making foreciosure diffeali i
el Lnpessiivie, representing 2 gEwficanl ddineeative when lebding te M5MEs, Incentivizing
banks fe lend on casa- e bases raller shancollateral-bases, sd o ventwe i refatively inore
rnzky fimanciig to MSMMLUs could Se addressed by srengthening sredin pusranies schemes

Tre gredii smumraniee schemes i Faeplion are olesdoveloped  Tn Tact, Eeypian s luxdiug
betund wmany cuuntiies. The Credit Guaranice Company conmibuation to $MT iending 15
currently low Muany countiies mothe regon have used siate-owned banks, and partini credit
puarames 2obarties 1o intreasse landing 1o MEMEs, ro (ackle the wosknosses ol e fioacal
wbasteuciure. Cooutews with {arger oredit guarantec sehemes have larper shares of loans to
SMEs in ol fvans, and lasger shawes of mvestment lending fo SMEs 1 [0 o crtical 10
strefigihen the number and the ste of credib guasanies sehemes noorder W play o mare
irgruemental role in sabancing access o Gnance,

Enhameing access b linasoa! mformoton 20 MEMES and proteceing ther Anancial rignts
avold being exploited are cssertind piflars o amelionating MEMFES® utcess W Roanee. fnoorder
to ensure transparency and berter informed decisiors by MSMEs, baoks and [Inencial
imermedinsiss ahoild provide them with fimely and accurste fnformatwon aboul fees, and
gfivative cosl of bormowing  Tmprowing Bow ol infirmakion is essential o foste cultnpediion in
the sector n adation to deorcaging the direer and indirert costs of borrewing {ur MSMES (a3
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well as consumers who acquire [acilities for non-buginess purposes.] A Key aspect of Linancial
wiclusten enmeds protecting confwmens dad cnbancig Bweer komwlodpe about financial prod.y
Al services.

Young enterprises are five times more Hkely o be *garelles” and are estimated o be 33 bmes
mare Jikaly to grow |measured by empicvinent) than ather citerposes. Yol BEwypl bos a very
[ Business entry rate. Weak gnvernpance, privileped fendinog, fsck ol a level prayine Geld, and
unegual access Lo markets, contribtied to limited economic oppociunidies and jobs, ag wefl ay

an underdeveloped SME secinr, ence, ensuring equab avcess 1o maikets and restoring cions’
confidence and are prored sisttes for penerating equal opportuuties and greating pradoctive 1obs

Salerted Strategy

Apainst tus backpround, rhe programme aims #osuppocting che creation of an enabling
ervironment, 3bic 10 guarantee the sustainable development and privatz sector inciusive growtn
nddresging credit mavkel amperlections and  ereafing moore Taveorsble sondizions for the
competiviveness wpeyude of Boypian 3MEs

The prowrarnme will sispporl she priviate sector cither oy form of provisen of trainng and
technical assistanes mo ihe enlrepronews and thesr empiovess, eicher twowg the seosibilization
owards a sestocralle sppreach 0 enviroamendal muwcenon wed efltcien) gnd  sostainable
ke cratenab maeiperre g, wnsle mamgement and recveling

tn order [ooactueve this, the assstance wanll alzo be extended o the Egypuan stiluliens
wivelved nalo the progronmse, 23 the apex o well 2w al the ermuding wnd {ovsl bevel. Onocther
hiana, dalae b wgsociniens of enrreprenesas and Dusiness Devslopment Service cantres wilt be
assisled.

The tools to aclueve the goals wilt be o the lam of dus-flinaccizl services 2 linancial
serviees. The non-loareil seevwees will focus cn capacity builtding and human cesources
deveiopment; whilc the fnancal services will fozue ou stitmulating the compeliiveness ol Ll
SME: by tasing access W oaredil conditions  (urtuding Uwe informed sectary and technolegy
uprg ade.

As far 35 the pos-Npaocial services ae convelnsd, lhey will fooes on asgistanze and
divaloprmeal wf huowe resorees Inoparticular, 2 Programm:s Manapement Und watiun the
Ministry of lndestry will be establizhed o order 16 crsure the adequste evel nod gualiiy ol
operplians and to shvolve in the capacity hwbdiog acbivilics 21l the man Egyprian and Ttakian
slakehoiders. winle b mar poriun of funds will be slibzed for the extermal services requured
fauch as oravision of traolng and servics and noovacon conres. sectoral siudbies, [winsy
Between the Imbon ond By pian nduseial chusiors, assistance W Uhe ceeaton of pusrantee funds
g vontine eapiw] finds, support o emerpse dewelopmend, business plane development,
provisian of assistsnce 10 mebiwicns such a: Hrancial entitics, chambers of corramnge =nd
cairoory assnoation)

In addinwis, with referama: W the capaeily huilding end ingtiranoenal developinent astivilizs, o
special atteetion will be devoled to the support ro the mduesirial custers aciive b the Counny
wline development is vonsidered a prioginy by the Government. The support 10 be provided will
buawe to Form of raiwme to be ingpasied aed soppor Lo sevioe ceotres.

In particutar, the @wnitie clwter of Dameetta has bean iderdified a5 a prientiy, in this
connection 1F s worth mentonng thar she falian Co-operativn Office in the comtext of the
Commodity Aad Prograpme, hos aliendy funded 0 2014 e aequesivion of equipment and
mechinery for o Professional Trainipg Centre fof furntture based 1n Darmictta, "the value of the
Carmnmodity Ald conragt was Buro MHL000.

The ssxislanee ey be extended fo other closeers (o be jdzneified.



A& [ar a3 Use Beaucial services are concerned, the muun poal consisis of impreving the
cranpettiveness of fogal S6Fy, in order Lo ensure their sustainable and tnclusive growth ay well
as 4 progresseve graduation in terats of “formalization” of ihose $MEs operating i, the informal
seclor, with a speiid allention Lo the resource management and envirgnmental profection Tn the
fight of the above, three main areas oF intervention tuve beco idontified ie.

e lochnalomy upgrading and ndosn i mader nizaew:

*  acpess oo creds willo g portionlar focus un the problem of collaterais required by thy
Binenos 1o order U saneiwen & loan and the inchsoes mine the Deemal fraesial arked of
ihe mod-yul-hiaekalde bt puofitable companies

= Acuws Wreradit B the erowing start-ia seinent

The three companents are structured it oo broad aress Technolopy uppreding on ane side,
and Credit Gusragtes Seheme and Yenture Capital Facibity onthe olbey

The Techoology upgrading component is addressng established emdreprenens snas i engldéa
them to take advanbage of the apporunities ofteied by the giobalisation processs and incTeare
then docal and imernaitonal competitiveness through acqusition of Tweign technoiogy and
myesirnent, While giving specm! attedtron 1o ltaly a5 a source of contacts esperlise and
mvesiment, aclivines will generally wim gt opening e globad marcket 1o Ugyplian SMEs. The
ledhmolegy upgrading witb be coupled with itterveation comseining the apfimezzteon of
utilizatios ol resourees, enviranmental profection ond Wiste Mandgement,

The supsart 1o the creaton of 8 Credit Gaarantee Scheme has e chjvetive o poovide a new
mEdns Losraw e ARewe eolrepycooies whoo 1o spate o8 having potential for grosth and sound
whens, might sxpecerce secious didlioulties in mobiixing the Noanocal resowress o implement
than projects and cewld therefore be oflicmwise condemned o sbpowle m feid thesr projeces
This aeve af wabtivilics addreszes therefors emireprenswrs who 2fe aving to consoiilate and
strengihen thaeic nperations, sooas te poow aut ol an edan indostrial slaus or =xin ine aiormat
sevtin o structure themseives 5o as to ambark lna prowth process,

The crealion of Vendure Capifal Facility invesling in the devedopruiewt of the ¥ 08 aotive in the
msket, has the obpectivs of expanding the capaciiy of e aheve nemtianed V05 and therefors
ineredse their aperafiona’ leverage {0 tetmns of start-ops assisteds funded.

Though toe volume of investrnents mobilieed through this fisancial mechemsm s relacvely
snuiil m comparison 0 other Anancial tools, the VO Funds se eleal 10 Larger the star-ups.
Thuse companies in tiet, have usually [tthe or no access to the banking system as they are
considered too nisky and PEAVE [inds ere ainong the only nvestors willing 1o orovide cash o
medium sized companies 1o burn while they devetop inlo profitabilisy

Croaling a public venture copital tird targeting innovative mibstives s rizky, costly, and time-
consteming. Fow profeasionils with the nehr skitls kave the appetie o do it Unfrranately, a
shomage of good fund manape s slows the e al which the entire mmacked can dovelon

Heowever the pubbic sector ean help 1o overconte the Marriess halding back the PEAVC markel
Ingresd w creanng o public werswre capitd lupd ke publie segtor may anvest on the
devatopmen! of the % Cs active indhe markat, by vapaading thair cagasicy and leversging o ths
o pended basis ol SMEs Funded, '

Wil referetice 1o the flancisl secvices mmentoned ameve. i@oshoold be uoderfined that a

particular cmphasis will be given to ihe supporl 1o YOUDE anc WoIen SOFCOCENCUCS. And
Eryptian realivoals Tiving, whroad and williag o saveat i ther homecountry.
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3 IMPLEMEMTATION
Generai and development abisctive

The peoject aims i suppost the Epypuan Gosernment 10 develap the private sector through the
support 1o local sMEs,

The tonaderm okjective of the praprainme will be reached Swmiph covirsnnenally somtainahle
industrial development activities, the cased access o credif canditicns. the cnelusion of young
and women enirecpreneery snd Lhe inclusion iz e foemal fluancial ond econsmic market of
those SMEs currently operateng in the informal sector bot bighly profitgble and ready 1o cnter
the Formsal ore

.1 soecific Oblectve, Aesults, AcTivtios

Specitic objective. expecied meauits and indicatnrs as well as preliminany densified activities are
degeribed below,

311 Specfic objective

The program specilic objective conssts of supportulg the creation of as snabliag snvironment,
able o guaramies the susiaibable developmonl ancl polvmis scelee snelasive growth ard n
particutar of ShLs

3.1.2 Esxpected results and Indicators

I the progeat (2 successfud, Lhe prineipal owesmes Tor he poimdary waigel groa will beoas
tollows:

= More sMEs bave cocess o credit

More youne and Women entrepreners have aceess (o cradi

Miave companies enfer The formal sector from the informal ony

More companies tnchnolngicaily nperaded

#  More munapers and murpowes bave froreasod thedr skitis and eompetesees

v Nore companes understand  envuoamental protection 13Rue and adopt resource
urilization methadoiogies

»  More companics are Pundisd

»  Mine slurt-ups are funded

o SMES secess oew imakels and produce legher added vaiue produacts

o Ulusters cf SMEs are olpanized and business linkoges among companies established

a4 & ¥

3.2 Acthvities

320 Policy and Insdrurionat Develapment
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Ag already swaled the propramme with fugus v gssistance and daveiopment of human resawrces
fopurticular, a Propgrannse Marggement Urut (s2e paragraph 7 for its organisalion an activeices)
within he Minstry of [ndoslry widl be cstaldished on ovder to enswe Lhe adeguste |evel and
quality alepeattans and (o inyeive e the capaciy building achwities all the main Fyplian und
ltaltan stiakebobders; while the it puitivn of Tends will be uldiaed Bor the extemnal services
Leygust e,

The cuaspunct? wauld be & cornerstore of the proposed prijuet, and weobd conver the followang
. Lapazity buriding-Ausiness Develooment Services for 3A4F
ay Bwsdtdeng capacity ol existing and petewlis! business secviee provaders (inebading
indusery azmocizfions) and fnancial paktotions 1o seve the SMLE macket more

effesuveny,

bl Facilidtng octworing between SME business associations aeross beypl and simiar
#sFnCiations in other couninies.

) (wguwwze ciustars of EMEs v ordar to Factlitare qualily uperading, access oo nesy
mrkes, higher vatue addition aciivilios

) Faciitaung metaorking bebaesn Tuvpiian and faban sndusrind cleslers

ch Drzwelnpig lnkage prograns belweer lurge corpaations end SMEs working hroagh
the major SHE business aysoein oo,

f1 Levaloping hgh quality, affordable nonagement lraiaing for local SMEs.

2} Ent.reprn:nﬂl.rsti:_p IrHBing ProErame 1o support ntw altepransLrs.

iy Toaming crogrummes nin resource qmanggamedt and energy efficicnoy

) Prowiding SMEs wih beller access W lechowlogy, o1 cample, through technology
wansfer  agemes/supporting  dedicated  iostitutions o Sacilitse dissemenadion af

tnfuraatuen on technology ransfer and mateh-making

2 Lapacity Budfding for Credit Guaraniee Fund
a} Swszin dovelapment of inan resources for Furd managemsit

Br Support policy delindion an ssuance of glesranlees

L} Chefinilion of leapal aspecls concernung aineznt of dhe puaramee o Be digheraed
peraentage of coverage, modaliny of dishursement, inss reonvery eic.}

A1 Dedimtion of supervisony peaks snd mode
¢} Debrstion af the target groupdsecorcompanies and relasd el:gible crirerin
1) Support dsafopue with banks on Guaraniee Fund uperations

a}  Promote insttutipnsl linkages bepween the Egyptian Ciedil Guarantes Fund and apex
mubael credd guaraniee funds :n [rady

Ry Muorketirg the muiual guaranice coneapt among the tarzet coosmunity of the smati-sized
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eiterpoises, particularly at cluster fevel
tr  Tosier dialopue berweien Danks and enkerpiises

§) ldentifv and suggest measures to. sirenglhen the logai fameswsaork for e
enforeement'implementation of coliareml and losn recovery, and improve Lhe
bankivoiey [ratework end s enforcement to facititate the easy cxit of smatl firms,
piven thaur relatively b'gh moctality raw.

X Svapori the establisheend of a2 Yeature Capnanl Faciidy
al ldenu® the ¥oos to ne involved IOTo the prograrmine
by Muonitecing
o) ddeniry acd supzest measures tooimaeove the performance of the Gedity
dy  ideoiiby and supgest measured o0 oreate a  supportive finangial enviconment that can
offer Uwe fulb runpe of Onoocial predos to 8MEs, ineluyding btk cguity Ninanaung
improving SKE access to equiy fnarcing is an jrnportand challenze in Spvpt) 2nd debt
oreducts. This woudd fnvelve identifing  regulatiry chamaes o revive poeblic squity
markess and fazititale ME & activity, which i essential 1o stimslae venture capital

3.2.2 Technotowy Uipgrading

The Technology upgrading componenl activities ars zimed at sncreasing  intermsbiorai
compeliiyeness ol Egyphinn SMEs, thiough tmssvative techinoklogy and urvesinens.

[n this connesrion an of hos eredit Hine amounting wa anad of Fure 38 3 millune, fo le ensienl
o efigehie firms for investment projects will be made nvailanle

The funds wiil suppor codierpnses wiiling o roquire woovabve lechne oy and are financiadly
FIRINN 1

Eriurity crileris
- Fmployvment generation
- Lechnoiogy aparading
- Techoolegy wncvadion
- Clean production and pallilon contraol

ReeTars

The credit fime wall have a secteral focus e furndoure, textile, agro-food indusiny, markle and
grovice, packaging, The credit ling will alse have thematic priarittes, ooty renewable eserpy
irvestmenls, anergy effetency dnd waste muaagement. Tnoaddiioa, speeial comedilions will also
b erapted to the investments made by nor-resident Epypilans.

Greperat ao-edng Ve

The funds will be on-les by the financial imrermediaries o ndustrial and iod lsiry-refzted firms,
The amount zliveated ta 2och financial iwermediary relleseg the demad o 68 ciients and iis
prr o reange i nvestmenl ending in the past Bank Dioads ae cxpeetod 1o be commaied over a
five vears period.

e eradden Lo sbwdd Anance the purehase of eouigmentseehnalmey sssd refatd) leehaical rairing
and techrical azyistance, indnsiriad Heense snd indusiriz! patents
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Gramd ared serviest supphies theough the credu dine shall be of Tigtiun oeimn. Rowever, an s mond
e he defined by Lhe Empierneniation Profocsd of cach spply coniacr may be wtdbzed 1o cover
foral 2peza andlion tmport of goods having a differeat orcigin,

(Ou-dending ntarest vates will be signiftcantly below the domestiv marhet rates and wili e
slpaclicantty posiive in real werms. The interes: race should ot sxeesd a “hreshald to be
calcilaizd an the basis of the tnter-povernmento! Selt Loan erme of repaysnes., the exehange
risk hased on biskorical series and the inermediacy mangin hormally apptied oy the Erepian
Bark fcurrenky betwaen 3 and 4%, according 1o World Bany report “Fipancial Developtnent
zid [rwhusive Growth', 2014, 1o cover the loan manapement asivities and the somencrsial nask
e criretio [or ealoulation of lsteest rate and other terms of repayiment concerning the Lloans Lo
5MEs will be demiied in the implementalion proptocol to be signed by th Goveromenis The
mzin olijective is to ease the aceess to technulogy throogh credil o SMEs. As the banking
systern is not the final beneficiay of the programime any seaussitied additioral gan sheald be
avengert

The foregn cxeminee and inderesr rate tisks will be sonend direoly Sy the pamicipating baois,
nEaingE [y enl of prama by ohe binaf onmawers The repavinent erms of invesiment foans will
refiect the ecangmic I uf the sub-poges they abondd ficlude 0 maaimuom saturiy a: weli as
Aoorass gaeriad.

I'he conditions af the eredie Sne (seciors, elipibiliiy eruers, mochamin of fundieg, forms and
comdilions sud implemeniation procedure? wili be determined by the Steering Cormmuilice and
tndicaed inoan 5 Soc Tmsdomonianion Protoeod berwess the iwo Farties, In addition, ao apex
bank wil ke ideprified tn arder w0 inplemend the action

Tiwe above menticoed apex hask mey nvoive other vanks {paricipating barks) o oodes 1o
incteass the BMEs basis W e served as well 45 W romote e scheme i all the Zovernorates ol

Egvpe

Sviiiviiies
At Aaalysiz

A 1.0 Review exsslng and, where necessary, carry oul additiona! anatysis of Cgvprs
recent Indnsinal developeen: and compeliliysaess, with 2 view o identitfying and
vattreying priority sectars (G0 subsequent rechoologwal and busioess umgwding grad
1w 2 RTTENE Broa Lo,

AT Ftprmacion THssemim o

AL Orgawze one pactiopation of Baypdian eniraprenonc: and concerned officiais in
mveastheend o eelngs’fora andicn study tours 1 key foreign rargol markeis.

ALY Okganize peoeinf swarehess cation =x well a8 secrn-spestfic matchunaking
evauts (investar semenars, workshops and/or svinposiay for one-oreone business
dizeramions between local and foreign companies on specific nvesiment oppurtunities.

ALY Orpaniee cluster inoelister activities o proanote Busicess linkage: and koow-
how tragnster
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A3 bovesiment and Technology Promotion

A3 Muslain an up-to-date datahank of BEgyphion cnlerprises inleresied in acguiing
leehmalacy and in expanding/diversifying their operations

A3 2 Maicdatn an up-to-date dararank ol dhe resulting poofeel piopmsals aod nsdustrial
oppotuinlies tom Epvpt o be procoted among and  distribuied  fn (pregn
LTI e,

A3 Throuen aweraction wilh privare seoor soterposos (SR, assat m e
frmulution, validawsvappraisai and preparacon for promotion of panfaline of
industraal investment epporiunitics, popeaed Ty e Egypaco business conumundty aud
requizipg technelugy, know-how, access 10 markeis, capital and cgupome:

I TR | e TR AT
To enhance the performance of Coyprion S3MTs throvch oo seguesition of inoosvalne
wechnofory, Duzesess linkages. macket access, inovatove shills ano related technizal tratning.

PRER Y

Chiijpue 1 Lecal indusirrai SMEs ypgraded in technafogical, manaeerial, (noovation and
market aspects.

Ouiput & Tmoreased awanreness ou the parl of feeign veators, echnology suppliess
andiar boversitrade agents of bosiness conditions and spocifis nvesimeat
opporeiies in selected prionty sub seclors

sumbrerifregqusncy of socior atmiyvics underlaken

Muinbe ol SME clusters assisted

Number el basiness duvctoping services ovovided

Number of Dyotisgn companing regisiored 10 the sbelahark

Mupsber of SMEz advised.

MNumboer al nererinl excracees brokered herween foreign and  Egyptian
COTHOAnLes.

Number of projeets idennified.

Numlicr ol projests Tundad.

Mumber of seminars.

3,23 Credit Guaraniee Fund Capacily Building

The creds gwvaranice scheme 1z an insoumend oo expand the ascess to credit of small and
nnalivrn erdarprises. For SMEBs, partdeolanly ocw sinal? emos which can ofter litdle cellaceral, the
merhnnsm halps access fo low cust credit ihwl s csseraimd For ther sorvival and growh,
reluclanee af most commercial banks to extend credic 1o the SMTx,

The mair reasore G the poor attitude of 2anks can be swomansed o < the Dardly valuable
tisks telsted w0 lw fnstabsldy of the SMES business cowrse 1) e freguentty infinaa
nmnagement of the Hnaraal reporting and 111) 1o the lack of adequate coilateral, associated with
bansasticnai costs which can be high i compared to ihe loans” vatume. Above all, asymmerrtic
idformation and the poor sollalecalisaiion of eredy! (limied asselz, lrned capilalsd determine
the banks’ retuctancs 1o lend to 5Ml

{he of the most Lypical zactions to the cradit rationing is the creacion of special entities aimed
at extending and inlegrating the collaeral guounlees ofered by amall amd inediam eaterpnzes —
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gned by green-field projecls - to the scedit instiarions, Quoeranless hotp Lwidimg bokages
bepwcnn small “unbankable” Lorrowers and focinal fAnangidd inststusions. Guaranite sehomes
seek to create addiwiongity of lending, e to induce banks to l2pd to clients who otherase
seinthil o b eligible for bank credoc e famdiarisation of the bank with the chenl shoold
eveniualiy bead o the "praduation” of the borrgwer

Credit Guarantec Fund — Technical Assistace

In this connectian, the Cenlral Runk al Favpl has sancboned the creahon of a Credd Guarantee
Furd {the uald-ui capial 15 5 Bln EGPY dedicated 1o bocal SMFEs dnoorder oo cise their acouss o
credit. As only @ small partion of the Rgyptan $MEs is abic to access the formal miarke! {some
38% ofthe !, according o Workd Dank). she UHE hes eonched ths sew inifiztive 5 nrder to
SUEPC @ crniad suelos wn the BEgyptian sronoomy.

The peogronme well provide fechpcal assistance to the pew scheme, in pacbeoian o che
wentifization and developoenn of e adeguste by takine spta consideration the lozal market
conditions} medel of guaraniee scheme © be umplomented as w28 in Gues oaan Semalle
areaz

¢ Legel ysprets copeerning The sstalilislment nf e fund
«  Supervispry structice and oporatng
v Tergelfeusonars Lo be addressed

The Credit Guarantee wil! be designed o enswre: {i) maximur simplicity and Qexibliy w
achiewe itz abpestive to kick-siar Saancang 1o ShiBs by the banking seeror, in the face of credii
mrarket imperfections; {11 that it complements aned steengdiens existioe Gedlities and daes not
ueidercut them 10y any way, [10) that atl coses related b the Soibiby ane offss by fer ineeme sl
investmaent: and thal the clsmaie liscat burden to Govermument of Bovpl 12 mummesed; and (iv)
that reporting requitements emable @ repular montoeing of the use of the credit corponenl by
banks so &3 to rrack aspects swch s the guamum of fimenee being aclended o Dfferen
seClorstropiong and alio nmp the size and profite of SMLEs bong fGranced by participatig
InEtitureons.

In paraiie! 1o die asssiance arvvided o e central Credst Trgacuites scheme crzated by il
Cenrral Bank, the mos! suliebie form of gusteniee Gend 0o b rmplemser sl ad loeal Tevel wail
elsir b iduniified

The intention ts that through implementation of the TA companent, Batiks wonbd, wyer Lime, e
alle oo graduaie o the credit guarantee fund. The abjectve of the Credit Guarantes Tung i3 1o
expard hank lendine Lo SMEs white ansuring low Mon Perlsomone Laans,

It is alse important that the eritersa under which loans arc approved for muarantee. the cigaing
manitonng sequiremenls, the baas oo wlich 2 claim would be pud and the process For
recovering impaired credits are ciearly dolcomined o pruwn [noterms ol the suacuring af the
lbeakiny the guiding principles have been the oced to avoid moral hasard fie. the risk thal
troueh providing eredil support the quality of lending selually deterorates) and adyerse
selection {the risk that banks mass the risk through o the poarsnies T pooer qualkity Teans and
keep the beller louns far their owe secoont].
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Vnmitedia e ozl

To facititate collateral-free stucdegminy guacariesd loans by credil instititions o smab and
medeum scale Jndustries as wedd ag the inclusion o non bankable ol prolitebde compantes oo
the forreal Granciml syseen,

Cruipaia

A Crodie Guarames Schese estebisned and fully functional in Gyvpl, che finetioning of suchoa
srlieme, with isguznce ol mudrantees o selected iwdustigl posgests.

Al Analyas and preparation ul perations guidealines

AL Assessment of existing legal and instinuttonal Tameswork and (easibility of the
injimtive

A LS Meparation of the pulildices Tor the opwerations of dw Fund {ineisding
Supervisory aspect, targes prioritizadon wnd guaranice products)

A0S Fustain developmuend of homan reseurces for Fund manageient

Ao L3 Bupport podicy defmitian an ssugnee ol g sniees
A 16 Promete projeet risk ASs€3sMENs ahong banks

A2 Suppart 1 the estahiishmuent ol 2 seheme

A2 Supoort clalegue weil baek s oo Gerrames Fued opeesiion

A2.2 Torge pannecship between the CEF s apex Tabin Goarantee Fuads

A5 Marketing the mutusl gudrantee concept among the mrect community of the
small-secad antesprises

Axd Toster dialogus belweesn hanks and enterarizes

[eutis alurs:
Drefination of lepif Gamework
Cefimicion of operational guidelines
Minmhes of staff rrained
Rusponsc of potenial argel commsnilies
Hespornse ol banks involved in Pragramime

A4 Vemiwre Capitad Facdity (WO

Actest to tsk Doance 5 (mportan: Lo the deyelupment of S84{5s, bol carly slape Dhnancing 1a
oflen less amractive 10 conmmercial invesiorns [or 2 neimber of reasons. For example, a banh mey
bo wirwilliop te provide fMigwee to an SME becaase of 3 lock of a track recoed, inadeguate
security, broach of a standand shreshold Hmie, or g credil rating cutsle wa aceeplahle range. In
additon, ay tne pze of nvestiments falls, so the costs of adimnistering investments become
refabively more sigmilean. Tlee s theretore o potental difure of the market 1o provide dor the
financing needs of SMEs al at carly slage
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{1

The vijective of the Foedd iz ¢ incresse the amownt of equity based risk finance availabie w
growisg SMEs 1n Tagypt 1o enabie them 1o realise thei: ful! potential, winle improving the
business huibding skifls ol carly stage companies and their support network.

rjoriiz e ol

The Projeet wilt comeit Bwa 3 millian o YCF (Guciuding armangement & nonninal mamagEcormen!
feaz) ilewsver, the structare of the YOF eav fkesee the possibilty for other Donoes and
Snancral tnstioong (maticoal and ntermationall to sorteibote te o he Tusdg in peder o elarge the
frmaneinl Basis anl subsuquently 1he see of aperations,

{2 15 aniizipated that the 3CE sall ove the follvwins oueomes

«  fnerzgzae he amaunt of equiry bascd risk finance avaiabie w rrewmp SMEs 0 Egypt t
erahlz thesn to e lise thetr Tall poieslinl

v Ereerc Fpyr-wide access s SMEs 0 viable vemues capial funding, making egaity
based invesnnuents o smaiter amidy

[emenstrate o poterdial ovastacs ohat cosnmerceal reuw s can be moade 5y funds
iovesting i the SME “eguity gap” thus promoting (e privais secion voolors copital
sty

*  loerease ihe supply ol quality Fund Managers aperating v the “equity gap”

»  Allracl new invesiors into (e market that kave oot previows|y invested in this secter of
the veatirs capital market,

L HTHER

All Indusley sotors are eligihle

Lieasedphival eaverssg
Any venture capilal eompany with is head affire resident jo Eiwyp o wineh oanducts a marecal
pact al s business in Fgy e may apply for equity Bnance o YCF,

rpThy L il A as el sras

In order o support cark stege veniure firms, the 300 ce-iavests wilh pocalnesecior vemoes
wpslad Turly speciahised s eardy-stage investinents and SME:s.

The Wi s a policy-orientsd invescnent fund cswablished by the povesnment and eammerciably
margged, whose primary goal 5 10 chasnel petvabe-sector caplal inlo e cobeprencm iyl
Nnanee mrarket by suppoding the developloent ol privace vertare capiad firms.

There are three promunain faatures ol lhe YOTF:

1. The Y¥UT has no specine economic/moenciuy obpewives other than thelr stated policy
objortives. The goventment wall cily ask for 2 minsmurn cetarn 9 cover the cost of capidal.

0tne WOP oust not dimesty inves! inoentreprencurigd Grms, §c publie funds can noly
participate as LPs.

3 Phe VI co-invest wizh private fonds i comgnercizlly wiakle ways, which means they wiil
oot subsidise private VU fres in the form of grants. dedustion, dowssile prodoetion and so on.

The YCU operztes with private meestors using 8 Fowd of Funds stsueiere (Fokb, wheie e
Government grovides part of o pool of Anance =ith other private nvesiors. This publi and
privite GEnsmss s subsogaenlly allocated by o Fob manaeer 1o a nomber of independent VO
funds,



The cors peiiey abjactive of the WCIF is (o increasa the supply of veniore capilad fineoce 10
2ariy-stdoe eoerprses suffered Dmanomacket Bilwe by ovzie the jeveraging etfect of puonc
tunds. The primany investment focs of e vo- Drveted VO fumlds iz soeid aid s@et=up sirms The
saurces of piblic funds oy wciade dedicaied grams w suppon VO firms and the VO industry,
as weil as individual, coraorace or instietional somnekments.

There ace vy mejor chunnels lhrough which thz YOF iovests wna ot ooblic private WO fund.

Tre {irst and ihe most frequently whlised co-investment mode 2 equity participaion (2: 4 FoF.
Trese funds wre typacal “hybrid” VT Turds o matore, where the goveroment participates 25 a
special VO whilst the responsihility for dwly operstton aad investment of the fund are
tclerlakin exclusively by prafessianal investment manpagers who work on 2 purely commensial
hasis. The sourcez of income for the VOF wall butia presured Lo be sooreed from the capital
grins prising flom suecessful investments. The public and privae funds wili share any oroft
tie ned capital paie) based on pre-delermined contoacloa lerme

T seeord menns of co-omvesrnenst £a [pan zeaantee [eduivalent o the VO debentures. [n
this mode, the gowereenenl contritwites Lo the capital o intie form of loans and the retues to
the pulhe exchequer 1% Lhe mlerest (ngome from the [oan plus the eveniugd repayvment of the
loan

Crercerownent funds pacficizanng ad loans wil effecively creame a leverage effect on the r2iuios
ol zuceeselul privale inveswr, However | leverzge alzo means that poor fund performanse wild
alzaincrease the toal losses o privie invesions

Besides a selection preferenze an fargeted sectors (1.2 uph-fech and new koowlrdra-bazad] rnd
investment slages (e seed, stet-up and eorly stages], ofler ericeria may gpply whan VOT
thouse privare ¥C funds in which ta invest, Generally, those criteria fall irto Lhe following
mtegur:e:;:

¢ Fund siee. mnuran paid-wincapural { Buro @ fo 5 million),

» Manuzement isam? minimum size. invesiment expericaLe, wack record, inicmaiiond
exnelience, e,

s Priow fund perforvance. above industey averege of cerfain threshold {for instance; 20%
el TRE Y

o lowesiment harieon ol Lhe fund, 10305 veis

L ewvel of paublic fund partic:paton varies pob gznerally fhe percentage of public finance
should ot eseeed 30% 0 Lo Samd rosed

In facr, W2 ows owr be o3 coatroling postlion in the jond cevestmend Cand The e ol wooo-
ivesred VO Iuns 5 narmativ 5o L0 veurs, aller wheel the publi: lung aall seck to exiz or
ligeadarc ies postiva ngeally through tbe sule ol i hofdings oo via share hoe-bact,

The distribution of profi between pubfic and priviic wvososs duganids oo L propaoriios af
pudlie tunding and the {oom of public nacticipation. After vaving back the subsoribed camtal 1o
hoth public and private mvestors, the goveriment wisl reeeive a eturn cither o the form of
witereal paymoemd i1t parfieipates as loan gusranlcy, or g share ol the poalt {pasi pagsa) o case
o equity panictpation,

Ovcgawsully, vibicr Forms of profid dismibution ace used, suctt as *share buy-back” options.

As A prereyuisile for public purticipaiion, o madching private coniribotion must be oade e dhe
co-nvesied fund and the ratio of private 1o public capital muse be 3:2 ar higher.

The operational festures of the Yenture Caplisl Faciliy will be defuicd alic 1the prcliminary
phase concernunp the feasihilaby af the ipiiatives and the Gne lening al the fechaical and
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operabonal aspects, o be adanied o the focal market conditions amd the existing reguiatory
frAamEwix k

1I:‘.-!:-;‘-!i'.-|i-;' ali}jl’.‘
To fciitate opergdons of verute capital companies (eesliog n e inddatives of small and
meddiam scale companicy,

A pibot Venture Capital Feeility csinlished and fuily funcuonal in Levpr, and the Somelususng, of
suctl a seleime,

Al Analveis and preqcatoan o operavivg pucdelines

Al Assessercet of exisunp legal and ipstitutionmal fmewock anc subsequent
Leasipliny of the indistive

A 12 Bdentilizabon of the legal form of the Wentire Capilal Facdoy

A L3 Prepare the gwidelines [w the operobions of the Fund (nciading vhigihedny
critetia, criletd fae evaluation of the propesls, finsiis of the commiimenes, cash transfe:
and refunds, ponepal and profu shating, veoturs capirad feends wnd co-investiment funds,
ivvestment dreas, duraiion of [unds, fived peosty, performance lee, supeivrsioa and
nugiling el

A L1 Bustain deweieoment of buonan resources B Tund managemes

AL Suimait o Lhe estatlishment of 2 pilos scheme

A2 [ Supped the operiione by manlving an international financial mstiouion w2 s
advisot

A 2.2 Buallisk panoershup berween the WO and apex fuceyue VO comppames

A2 3 Marketing amongg the s comanunity ot tae Venture Capiial compinmes

A 2.4 Markering among financiz| jnsicutons and otlus deoors

Tinr:0 s g oxg
Plefinktion of legal framewok
Definition nﬁ}pcralin:'aﬁ puidelines
Hesponse of VO companies invalved o Progranume
Hesponse of poteniial targel communifias

oo o nE Jiiieanei:

Cgiablihiment of 2 priot scheme

Worh relerence fo the above acuvidey, @ i oworth mendioniig that o case Lhe  prolimonery
psaessinenl ol the Jepai and nstitubonal framewnrk ingdicuies Lhot thers are no or insufficiont
conditons 1o cslaldish an etlective verture capital facdiy or lueel of Nowds o Egepl, the
Steering Committes wit] re-nlloese the Tunds of this Yaciliby eiher on the eredit fioe campoocnl
urone the zredit guarantee component or the capacity ard instiluiionul devsiopnient.



4 HENERLIARIES

Tue prodect wall targst direcl and ‘ndizzel beneliciaries. The maia Dirent seneficnnics ol wie
indivedual, groups and slusters of Lgvprian SMEs, cihor direcily dluough che techmical
pemstance and credit loe gither dwlueotly {ie. through the expansion of the credid access
enpacity wnd the graduation of tha SMEs wssisted through the programme ) through the serviced
offered by tiw coedrt guarantes fund and the vennare capital Giciliy

With referance to SMEs, A pordculal fbous with be on voung and women cmrepreneurs, as well
at the Tgyplian radonais based abroasd. inoparticolar, those two cotegocies will bepefit of the
capacily bulling actrvities (im terme ol provision of wainion on crEodgement, ORerations anc
resource mandgement a8 well s ewed socess 1y credit) o aadition, wath referencs o the crodit
line, more fvourdnbe cepayment terms and candizions witl be desigood fe these categaties. The
other divect bensicinies of the segaaune wilt e (ke SMLUS opetating in the infurnad saernr
e thanks 1 e suppen provided by The programene waill be wale 1o encer the formal sector and
Iherefoce the rermad Hpancial aikel, wth the possthiling by pradocta sheir achivines ans
opelations 26 impraving the pecliomans: Ly addivon: to 5MEs, the main direct beneieranes of
the progeamime will D the whale finapoat svstem and the oicads of eaci invalved tnslitutzons.

Eidirect bpenebiciarcs wiil ke

o Tho famsbies of e workers 1o the campames doreclly rgeied by the e
v The privaie seclo supphices ol lechoeal assisanee, iTalning, orchutees and s pmool

10
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LOGICAL FRAMEWCRK

The projest sims b support e
~f Egypuan Goverraven: L Jevelop
Jthe privade gecto threcgh e
T | Eoppot ta loval B

Lo lerin ST 1us and
bopact aaiyses.

The prearam spectic chjeclive
corssFls ol supponing  Lhe
creetion  of tn enabling
envizormens, able 1w guarantes
e suztnipable develonmers and
| private secior inclushve prowd
| and in parieudor nl S Es

ulablishad

Melore SRS bove aocess ot crels
Maore young ond women enhiepieneaey : P resors
Tave awcess Lo creldin FUM TR b BLuisis
fore companies erfer the fonnai seclor
from e trfomad une
Muore © companies
upgrsdd
Tne managers and menpowes Dave
increased Lo skolfs and comzesznes

techraicgsysly

deloze CoMpAnies wnd =1
enYiTLOmER)  proteciion  mhe omd
adupi Iessuree uikizo e
=nethodalogis:

Mowe comanes are funded

Mare star-ups e Tandal

shlls access e markeis wnd prodace
higher added viiue procucts

Chugters of SMIs aee organczed anid
hrsiness linkioges smung conpanzs

[nesgunoal Palices
TE private secior 2o
[omasl wecorumn
develoamen: zre
sherational

Trstchions! goiees ad
[rianiia) Sysie
avallable io collaborale
i e GpeTals
uhieve projess resuls.

Satistis vatable a0

lupdaed.
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e

R15MEs
competitivene
55 Increase

irdustrial
SMLs
technology's
upgrade

Humber of iraining
Number of {eaining for managers of SMEs fnaazomnent,
markeliag, operations)

- Mumbver of fraining fx eniplosces (oaerat’cnst

i Noumber of vompanes acccesiog the fecmed sectpr Tor
ke nformal one

HMumber of companies aJopling fescored oolmEni
proced s

Humber of comparies adualing ercizaumen prowctin
LS UM

Number o products with volue acdal contenl producec
ane marketed by the served compames and clustors
cHumber of new markews aecessed by served onnpaiies
"ant clusters

R 2 local Numberlrequency of sactor analyses underaken

D Number pf SME clusters agaiac

D Mumber of bagingss developing services proyided

s umber o Evplian ompanies 1egisienad i e detabank.
- Number ol SMLS sdvised

- “umber of projects identiee

§ Number of propects Furded

SMEs.

1 3 To facitate | Lepal frenework anaiysis
collateral-free

# third-pariy

£ guarantesd

A loans by tredit

2] institutians  ta

| Operations guwdsl iy
: Mumber cf slaff traiked

Pilot Pragramme csteblishie]

Respurse of bangs iovodved in Programme
- Response of potantia] target Sid[s
i Mumbezr of SMEs adwized,
§umber of projects mentitizl.
1 Number pf profects fnded

0 TRETCIR S

: ";,-a:f‘;':- L

on

PMUY reparts InstitLhonal ot and firancial svsiem avatlable to
[atabank cullaboraze and 1o coardinate for preject sucesssful

implem aalion

Aglivity repor
PRALT Bizozrts
Mioes of niceling

Irestitntional a-te:s and imancial EYSLENT avadabie (o
eillabnale aew ia coardinale for project successiul
implemenizsl i)

Capert regens

poat? repurty an
e sl (1o the hunks
and 5REz)

cullaborate and 1o canrdicate for prrect guzces pbe
implermeeigt
Crindnsive legal framesosk

stivnal acters end Taaacial system available to

|



e e T T 1 T

R4 To focilitate | boaul rca;':i'e'liﬁﬁ-”*ifu‘&?:};?;“'_ T upe repary Instinzional setors and financiai BLRGCTT svzilabiclo |
apurations  of | Cperatior. gudelives praparec Pl RIS imd  coliabvsde and o coonlizale Tor prjest successhit
venture capital | Estabussment ala il scheme questionmaires (to e Wi imolemenation
companies Fespamse of VO companies imealvers 1 Prograremng Car 301 Condueive lean! framework
investing in the | Fespense of poleriial erge: SMEs :
inikiatives  of | Humber alprejects idantified

1 emes. Murzber ofprioneats funded
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Activiti e
Description - - Techenical Asslstance
and CredltLire '

Hevew  exighing  snd, whers
necessey, eamy ows additgual anabvses ol
Leypis meent unlasuial development and
competitiveness, w4 view o
wentifying wnd pattraying prioriy seciors
and clusteez for subsequent tecknotogical
arud Bosiness upgradimg and  inyestment
promsiian.

A2 1. Owgunize ihe parbicepelion of

Egvpiian  enlerprises arly  coacerned
pfficiuls ;v invesiment  promotien,

busiress, markel seunise  inestingsifon
andtor sludy dpurs o key foreign lorges
matels

tand

AZZ {Orpanize  pererl  wareness
creakiom s wed o an stclor-gpes A
malzhmaking events dovesion seninarg,
worksnops andion sympoesial for one-ons
one bumnsss Cuoussions between jocal
foreign companic:  on spesific
INVESTTICNT PP Les ;

AL3 Orgenize clome  development
Dactrvibtes and clusler-loclusier !'nllllil‘.t"fl.'ﬂi
“with Trzlinn chusters 1o premote bosinsas |
Jlinkages pnd koow-fuew tnsfer

Means

Costs

Assumptions

Hurman Resourcas:
Py personnzl
Canzulpnslexpens
Personnel o 8417

Physical Means

Frapezt car

P LT iy Cune

e SorruneTomouters, Mabile
phoncs, fax, inuermet

Visipility matenial

FeE netmied udpe -

lrgistiv opeeational

Hepor [ormat toherens aek the fonudaston rapot,

Wersonnal ol PMU aaiveser L lean and to opdare their kaowsedge,

I




AL Mailan & cpew-date deack of
Faypuan  colypiises  olerestad  dn

farguiting techilogy angd i
expard ngedivergilymg e wrarons.

S A G Maioran an upeta-date dasbank of
che temeiteg projest  pronessis ad
incustia epporanitics fom Fpept o e

ac i waicnp and disichce] o foricn .

|-:'..'I|'E‘|.'!L'l'.l.."ll.‘.'j.

R Tarough imcmctzn wilh proste
geciod enlerprises (BMCs) assiz in the -
fonnwation,  veldauer/appraissl  and
preparation [or premalion o poeingos of -
vuelisidai dnvestmetd oppocdunities, -
proncred by the  Ezyptian  business.
oAy 3id  requring  technelogy.
knoashow, docess 1o markes, cazim! and :
. L‘pqulpl'l‘.t-ﬂ'l.. .

_Description - Credit Guarantee Fund . Means

Al b Aspassment of edistitg legal and Hlmnan Resources:

maidutnal ramework

Al 2 Prepare the gudeline fin the
operadions of the Fand

TALY Eusuin devefopmens of huinar
“ragaerees B Fund mongeesien|

PR oersoneed
Personnel 21 M6

Consyltamedexperns

. Phyxicui Means
“Project ca:
CPML O dn O e

Pra condifians: Fingagial convestion sgned, zacial 5019 aciilical slabliity

rﬂssurﬁptiuns

Sea lutziled badget

Uit o Er i ren s coerls snd Sladwelien umeling.
Log:stic oparglintzl
F Fepoa fannay cofureal with 1re fomukaten szoer,

Perrepneed o 1L ratvated g Lz i be cpedate theer kirsadedge.




Oflze farcawrs'C ompoler s,
| Maolnle plies. fax, atenna

A 1 4 Suppert policy defininen o
issuanee of guarantees

A 13 Framote prajecs rik P Wisthaliy matensl

upseaseiend enang banks

A2, ] Suppert dralogue weth banks on
Livaragtee Fomd opetaticn

L e e e
A.1.2 Forge partnership between the 1
COF and apex foreign Guarantes Furds |

A 2.3 Mnsketing the  muuai
amang B 1arget community of'the
smaH-siral criemrises

A4 Fuster dialpgue between
hanss and colerprises

Descriptinn = Ventire Capital Fa Eiiﬁ; .I..":".h.a.a.r.:.;i- )

Losks

F‘ rsemnet af larks molivoted ta cooper e

Assumpbions

Humaw Resources;
ML personnel
Cooneu|ensfeeper s

AT Aszsossment of wxisling leyad wf
institutonal reamewnork

A 1.2 Tdentification of the fega formof | Personned at MIT
the Venture Capitat Facility Fersomned ad Naiian {Tuigranion
[Mhze

AL3 Prepace the gouidehines for the |
oparatwng of fhe Fond {inciading
chizibilivy crileria, eriteria for F VU Dfize i Care
cvalagtion  of the  proposals, i | : OiTice uenitorC s,
commiumerts, cash ronsfer and refunds - Mobile phones, fox. mtem:-:t
end profit shering, vestare cepital Jonds '\'rlblb!ilh"lhplﬂflﬂt
irvestment fands, cvesimient @reng, ;

duration af Furu:ls, Foxed oosis,

perfarrsaree foe, saperwvisioe and uaditing

Plwsical Mrans
E Mroquer car

Bee ddutznbed Taagpes

Qtficial nemiralion o eapeds a0 @l witkin timeline
Legzuslic oueratiozal

Kerir format conerent wilh e Totmufa o ranor,

Puisinrat of PR motiveled (e beam and wo cpdo their koows2dge.

Mernorie of YU companies mouvated e cooperale




CA L Rustain develoymant of Fumesa
Presouies Jui Fund managemen

PA2 15y ppos the aperatices by
il ving e internation Qoo
INSLEULIBE 93 AN
AEVIRT
[a72.2 Tabisk parinership behseen de
! VS and wpex Soreipn VO comyanies

A 23 Marketing zmong the targe:
cimmiaity of the Yeolure Cazid
| CAmIpE e

|
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& LOCATION AND OLRATION

Lcation

The Project Manaecment Tnil will he based i Cuiro The prianey arcos'gowe nocales will be
dersiled in the Uverall and Annual Work Plans.

Duratian

The project wili nave a dwation of 5 years, A tentative umeling nas been anvisaged faking iato
constderation bw peenbianly of e compuanents 2 and 3 ol e progees Since these e
companents anvisape a figher depree of trnovation sespect wothe eredit nehusiness anil
techonley upgrading compuesent, 4o cstumaled a tonesr peiod 0 becomiz operationg. in
mddition, sinee cthe prelimanry phase ol the cormponeats 1 oand 3 covisages (he assossimonl ol
eurrent sptuatco (fepal, instiomional) and the feasibil ny of dhe infliatives,  may torn out thal in
custs ol negidive ressoree, the oo allocasd for et Len emmpois will e e-adleeated
ar additional fRinds to the oredid ling

Tomael duration of various sctiveoies will be specitied i the Gyaralt and Annwal Work Plans.
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7 MANAGEMENT AND ORGANIZATION

Fallewing the sigmanes of the fulaicral inter-governamental Agpreement, the failowing phases
Hri L'.m"ts.ag{'.d

b Stgnatre of' the Tinancial cnavention

?. Frary into force of the above cited apreement by first instailment acoreditation;
3 Besignauon of the YU ard of Steening Committee members,

3 Tewptian PMase,

5 Qperational overall and apnunt work pians proparation and ity approvad by 5407

Funds aceradisation modalines will be described i the Financial Canvention,

The etficieal imalementation of the Praject wili be gaaranteed &y a muiti-level orgamisat:onal
suuclure, The fust Jeved 1 sbateeic and aim al comdingleg the acrivitias, manitoring 1he
Sroject’s proymess and s inpaact on the effecrivenass of the Tapaficiery™s acljviies. The second
level 15 operariono: ovarseaing ah actvicies of the Progeur,

Srrategle deelsions will be made by the Frojeci Steering Commiteer (PEC) which consisis ol
the Layphan Renresentacives of Ministry of Tiade, Indusiny and Smaell and Medium Taterprises,
it Mty ol intermationad Ca-operatian amd leweir Telian Counterpats e the repieseataiives
ol ihe Minsmy ol Toreien Allues and Inlesnatonal Co-operation aid the locel Emabssy/ UL
{Development Co- operation Office.d 1L wall menizar the progress of the Project and aclneverment
of mandaiod y ceguits, disouss aeiiong o e omdeiaken amd approve Chaarterly Repocts. The 50
will e called bwice a veur, or whenever necessary. SC members will be abis o invite ad hoc
parucipxetis. Lo the SC will be admitted o parmicipate - wath oo voling nighi | acorrding to
gpectic competences and  diseet or indiect o implealiondinvaivement 0 the et
impleinenialicn, aleo representalive of Epypitaniealian instiiotions

The programime Wil stam after the approval by the Steering Commettee of the Cheerall WorkPlan
prepared vt Mimsuy ol Indusby, Twade and SMEs (v the oceasion fo the fwal Steering
Commitiee, she Cearall Mlan with be agoroved and sebsequenily the firs) risnche of the zoft loan
weil be transferred 1o the destgnated apex hank.

A Praject Mapogemene Einit will be ser-ap, under the respowsibulity of Misisey of indesiey,
Trade and SMEz m eeder 1o crgwee the sfficizm anplemindation of rHe Prejeed and an optimis
coordinution of the operational admiristran ve rashs.

4. 1 Steering committec

iy order to ensure a pecessary respocsibilly and coherence of approach and control 1o
operguiows and slatsgies, the pgest {ong@ess the constilution of = Sleacrng Commiites
cinmjscd es Nalliwe

- | representadive ol Kalian Embassy / TTTL:
| representative of [talian MARCI-1CGS

=~ 1 represertative of Zgyptian MIT-SME=R.

- 1 reproscrialive of MIC

The stearing commitee will covar the role of ensusing project control and coherent approach

it 11t narucular Ly,

- Nuperessiun of the progroess el the project sod ihe vorress Jeplovemesl of the achivities
acrording to ars objecrivas and residts;
Evaiuation and approvai of the Operatonal everall «work Man prepared by MITSMES,

« Evalutions and spgrovat olanme! Wook Pl as swell as of intermediate and finai fechnical
Al flmancai project repors prepared by P

)
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- Approve bodeel re-aflovalioens,

T B will be calted rwice @ year, o whenever necessacy. »C members witl be able Ly invite ad
b paricipants To the SO wal B sdmiil=d o poDegsle with no voung Ffight - accarding o
speaifie competences  and  dicew o indincdd  impicalionfinvidvement in the  project
tmplementation, alsa regreserzabive of Egvpaandliabaon institunons

Exach devesion takes by the Sleeriog Cormmillee wili be snloreed throueh nn exchange of nmics

5.2 Froject Managemant Linit

The dinisly of Industry, Trade and SMEs will b suppaostied by the Projeer Managenenl Lion
which wiif have the task to cpordinate =il activities of capacity 2nd wmstiutional developrnzent,
And che lechnical aststance, a5 weld as tooact 93 2 iochaeal scoocanwl o e Steering
Commiliee.

The MU will uwike available thue homan cosowrces snd physimal mcsos o Sarcy oul pregeet
actevilies (office felibes, car, ele ) and will be responsrble for the exceution of the technizal
suspurl services neluding wdimimsinteee 2obvines T oendesisg and well mamage the relacd
funds svcerding beos Tules gt resvdanons

Tee g Gizrulare e BWTT wall mave the Tedlowang wesks and responsibeines

- Preparation of the Annuad 'Work pians o cach component of the prapramme:

- Preparation ot annual techimeal and financia! repogis,

= Furllows up ol preliminuny survey | imploementiiiom, monilinimg, sval uation phuses

- Estabiish and mmintam synergic contaets with 2l invalvad sizkeholdersferperts and ensering
Brerr v velners and couid st

- Deploy all Febd serivities and ensure technical and foancial supportcontrobsuperasion e gt
project activities

- Proponing to 5C necessary modefication 1o ihe projzet botiz ar techmical and fipancwl Isvel
wihice eas necessury amel just fed:

- Provide suppon and prapare logistic for short term experts in Gy pi

- Prepore necessary adounstrative sapport for Egvptian avib servants traveiling w lady [
Stusly Trasning purpeses within project activities

- Fofiow up tratning and woderne activises,

« Fodbon up conbiagtor s

- rEaizing visibility evants and manaeing reigied Lopistio

Frothes contest tue PRU wll pessent o the 5O 0 giemwntbe leelancsl and finsongial iepoT that
widh tnetude the slatement of the prinect aceount [Lnfew],

The techmical repert shoubd.
«  Work ol in delall the activities carried ool and die vesulls achieved
o Work out sndelad] all amndeieativne ageed with the beeelitiacy mstruions
v Review didtcullies met duning the implementation of the project and measwes thar were
undertaken for their remova:

»  Provide sf] findings obtained ;o the meanwhiie and prelimmwary conclustons

At the cnd of the progect’s activities, the PMU shall suhmit @ Fieal Report conlaining, Ce
finlorweny

o Complois eview ol all aciivdies camied o durene the implomeetation of the o opent,
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o Achieved jroegress coneel ning each activily

o« Sumimary ofabl pejectresolly

«  Estumatian of the projest snpact canpared with the project aims and sweasis of the
achieved progrocs

»«  [denliheion of wil important probizms mes during the tmplementation of the activitas
axd eofurions that have been applicd,

+  [ozsons draam from the proiezr and

¢ Recommendarions Yo further steps in Seure projects

Tl PRAEG wfld b brseed in Cara st Bnstry of Inibostry premises An infernational Agensy (o
be ndentified) could be onodhinrge of the soerations assaziamed with the PMU.

7.1.1  Project Team

The Progeed Management Unic { P DY will be coordinsted by the natiomal Projece coordinator
(Lzyptian zide) and supporied by an Ealtan Exceri

{o pectivuiar, the PML will be tertatively compased oy

s | rapanal coordinator, whowm will de 1esponsitle of e projest mandgement, starl up
and mantain contacts with the weehnicad weam and liaixe with soilar inbervaotions i the
same maographizal area 1lefshe will fave mare then 19 yuars expernerce a prapect
manase Tent

o b Dwhan experl, selzeted o othe basis a nobilbic cal whom will sspport the noiion
eeonticdter oo ail the managerial achivides and w4 808 oas A inison officer with the
lahiay kwvrohonal counterparts and will ensure 2n efleclive 20d efficient relanonshg
with the ltalian ano ioieroalional privaie seclon cownie parts (orecil ine) and expes s o
we prvelved i the sdvinary wminimg deiviiics,

» o opational technical team composed by 2 oexperts with differend specialization and
selecled among the ceniral stafr 1n Cairo, wic will be resporsibia of the ienheeal
aspects wnd fllow up reladed Lo all peodeel autivilics,

s (e Nmencial olheer

s Oy procurement and adminisreative cfficer for tender and confractoal activitics

= {Ipe secretary

s Uy drover

e Une soouriny officer

Ducing the wiception phase o deladisd uperatians plan weil e pepaned and (0 wall oclodis the
eriteLid concerning the porssnned seisetion,

Furthermaora, shors term experts wili be selected and hered by PR acomding s i rules and
regntntinns Such experls shall he makilized in BEaypl 10 deliver



¢ advisory services a the SMEs (busiess plan, technology oveds assessment, energy
efficieney el ) as waell as seecral type of raindin acloviiles

» advisory services aod traimg courses ia the staff of she credit guaraniee sehemu

Advizany services cprveorning the esablishmert af 3 venere apelal Gusdily or Tund of
unds.

The estabdishmenrt of the PMU should be considered as an investment on potley and institutional
develnpoient of the progran. i would be a cornerstone ol the proposed project - heacnuse of iy
complextly the estahlishment, support and efficiency of PMU are ericial to reach the arpets of
the proeramnie, This would turn out to be an investinent in lwesledge and capacity huilding,
duz 1o the peculivnity of the compamants of e peogramme,

n particalar, the ackivisies to be carried out would improve the knowledge i the following
thematic areus:

|, Capweey buldinngg Bosiness Tevelopmend Scrvices for GABs

2oTapaciey Budtding tor Credes Gruaranies -und

I Copncisy buabding s esublizbing aad operating af a Veotore Capeal Fund Support Zesliy
4. Capacisv building in the poleyfdegal framewnrk 206 enforsenentlmplcmenlaiun 1Ss5ues

[nt s regpect, the knowdedze ganed through the programcee, especially (o the sase of the twn
mMore experineini’ compecents ol it woudd turn e bo be tle basic Tor luture detivilies Tor the
develapmenl of the Coyplian privale seclor.

8  SUSTAINABILITY

a. institutional Sustainability

The inetituttonal sustaivalelly b8 coswed by the mvalvemeol of the MET throogh the PRAL
based inctis premiscs Forsheemors, in ke frame of che profect, imtetaciions and svoeigies wiil ha
dovelaped involving aisa local avlhoritics Sgovernaratess in order 1o make them aware theoin
alout the acoan, The progent 5 also cohsient wikh palnonsi sloategies and othor idbialives
momuled By irrernsfonal donors in the same atea.

Reformes in the area of SME linancing currently woder way bave begun to cregte o marc
enabiing eoviconment (o SME weecss o Ninanes, and the meastres implementad so fac are
imlikely ro be reversed. The project would support these policy-bazed reforms, and the capacity
bulddisg of participating banks and SMEz, to enses2 sugtamable imorovernenis i SME sooess to
fieerwe Fothermere, 10 shaoi belp demossioate fo the Donkinge seoror as a whola thae iz is
persible Ly expund SME financing while toproving the quativy of loans {reducing MPLs).

The project would also suppon the privare seceod inciusive development, e envinmenisl
protaction, the eampelitivensss ol 3MEs through traicine and technolopy and forovation
upurzde as well az throongh the implementation of resouree efficicney methodoiogies and
evirunmenta (mpact mititigation measures.

b. Technology

Mowdays propused lechndogs for fndusteal modeenisation s bege, gate comples and well
diversified. The proposed sechnologes will be fiung o users, compatibfe with the produstive
covironment and will pur in condiions all benebcimowes e vdiooee e sowlodge
lackgrounds and witual capaciiies. Figadlsy, povided teehnology shall respect clear origin
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S MONITORING AND EVALUATION

9.1 Monitoring

A conlincus maniioring will weocnsured noorder to collect and diffuse the eood practices
develenad. The above oited motitoring wili be oparated at tao main levels:

A The binismy of Tndustry, Trade anb SMEs theauedn the PMU accmdiag, cornanmy socepiod
moenitorlg procedures and through Gebd  wisos, consultarion with interoetionsl smduors,
wisslap, focws groups. etc at ooy moment and if considered pecessary.

B By MAEIC-THICS aceording w sules and regulation appiicable for saft loan funds

The resully of the above deseribed monitoring activitius will 7e =ubmilied io the Sreetipg
Cosntmilies throupht the ss-months technical and financial repaorts

9.2 Evaluatian

Tine fnat evabudlang of the project el be bnpdoonweited 0o martiepalary appooach, by
involuing all the bodies zied orearizaunns who bave contriboled o the project impiementation
az weil oz the same benelficiaries. A fnal chosure weckeiop will be argamized o shaw resuits,
achicvemonty fearned bessony

As far the Momtoring, e evaluation will be done at two difierer levels

AY At the prajest clesugre, PMY wall prepare a ficst wechnical and Bnancfal evaloaton by
coparig expected resuisd aclueved resilie as thiey bave been forrrudated inoile project
denzaensnl,

B} “the shove ciled apaiyse witl be submined Lo lhe Steering Commiltee in form of Final
Feport of the Project to be revised and approved

10 FINAMCIAL FLAN and AUDIT, BUDGET BREAKDCNWWM

Tiw rajesi will be caried out tough L oseft toan of  Eares 32000 GO0 o wheeh oo
3,566,000 for Falicy impiemuntuiion and [nstindions development. including seovives {lechnical
backstapping, technical and scieniie sapporl i Egypl, sosstie suppor i Egvpl 10 carry out
scrvices o Rife, Speciaized trkning cowses. techacal specialiss, workshop ofganization in
Eiynl, procurgment management suppord, project implemeniation suppert. project visibilioy,
overhesds, steering commilees and ogoening/closing werkshop zeminars) menaged by PMU
accearding e the awluded ToR (see annex,d

The remunining ameont of Eura 41 434000 will D2 covering seppeies cnsured throueh the eradi
lime (Gure 36,431,000 and and venturs capial facility (Bure 5,000,600,

The soft loan dishursing procodures both 1o MIT sad SMEs, #MU and te ShEs shall be
detaiied in the Fipanctal Convention,

A
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All the procedures Tor managing the fund wilh be deseribed in the agreement which swili be
signed by the Gpyplian and fallan government as webl 25 in the financizl copvention . All the
abeve cited docurnents wini annex this pruject docamsest as reference

Fimancial Audit

Anexlermal private suditing company wall be pre sedegted by PMU and through 2 local tendar.
The audits will be carned when the threshold of 70% of credit line implementation {fnd
allucution} s reached, for cach rarche of dishursement.

Project budgat breakdawn

The ovenll poogeet bodget Sreakdosen G the project Juwation {5 vaars] as wall as teabstive
vearly bisdpel and detall For PALL zre detanled 1nthe wables below:

Tahle A. utline af ientative budg et
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