


» Immpairment of assets. Egyptian companies do
not follow TAS requirements on undertaking
impairment tests of tangible and intangible
assets on the balance sheet date. In fact,
many accountants and auditors in Egypt are

not aware of the requirements on
impairment tests and related accounting
treatments.

» Foreign currency exchange gains and losses.
Some companies do not adhere to the
requirement that foreign currency exchange
gains and losses arising from balance sheet
date revaluations should be shown i the
imcome statement. Some companies show
currency exchange gains under a special
account in the lability section of the
balance sheet. Some companies capitalize
the currency exchange losses as part of
fixed assets, even if all the necessary
conditions for such capitalization are not

met.*!
» Inventory valuation. Very few companies
follow all the requirements related to

measuring and disclosing inventory at the
lower figure of either cost or market value.
It is common practice to understate the
figure for loss due to obsolete and slow-
moving inventory.

» Consolidated financial statements. Many
companies do not consolidate all the
subsidiaries and special-purpose entities in
accordance with the IAS requirements and
related standard interpretation.  During
review of 30 sets of published financial
statements, it was found that several
companies that should have prepared
consolidated financial statements failed to
do so.

» Assets pledged as securities. In many cases it
i1s a practice not to disclose in the financial
statements, assets pledged for securing
loans.

An actively traded company with significant foreign shareholding,
which accounts for about 10 percent of the market capitalization of top
50 listed companies in the Cairo and Alexandria Stock Exchange,
capitalized currency exchange losses in 2000 and 2001; the financial
statements in each of these two years includes a disclosure note
explaining that the capitalization decision was made because “Egyptian
pound suffered a devaluation....” The note is silent about meeting some
important conditions for capitalization provided in the IASB-issued
standard interpretation of the relevant International Accounting
Standard. In reality, at that time the Egyptian pound did not suffer
severe devaluation, which is a prerequisite of capitalizing currency
exchange losses. Moreover, it seems that the other conditions specified
in the standard interpretation were not met.
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+ Leases. All finance leases are treated as
operating leases although this contradicts
IAS; local standards allow this practice
because it meets legal requirements
regarding leasing.

* Risk exposures and loan loss provisions.
Banks and other lending institutions usually
do not present the analysis of risk exposures
required under IAS in the financial
statements. Inadequate loan loss provisions
distort reported profits of financially
troubled financial institutions.

» Classifications of current assets and current
liabilities. Egyptian Accounting Standards
require presentation of working capital
calculations on the face of the balance sheet.
To avoid the appearance of negative
working capital, some companies resort to
incorrect  balance-sheet classification of
current and noncurrent items.

» Financial instruments. The requirements in
1AS32, Financial Instruments: Disclosure
and Presentation, and 1AS39, Financial
Instruments: Recognition and Measurement
are not fully observed in preparing the
financial statements of corporations and
financial institutions.

» Timeliness of the financial statements.
Companies are required by law to present
their annual financial statements within
three months of the fiscal year-end. In
addition, listed companies must present
their financial statements 45 days after the
end of each quarter. However, many
companies fail to meet these requirements.

* Distorted earnings per share and understated
operating costs. Company Law and Tax
Law grant employees the right to receive
extra financial benefits in the year when
profit is distributed. Total benefits should
not exceed whichever figure is lower—the
ten percent of reported profit or annual
employee salaries of the company. These
payments to employees are not included in
the income statement and are required to be
shown as distribution of profit afier
calculation of company’s net income. As a
result, the ecarnings per share calculation
based on a company’s reported net income
provides a distorted picture of earnings per
share; also, the operating costs shown on the
face of the income statement are too low.



* Deferred tax. In most cases financial
statements fail to account for deferred tax.
Most companies provide a disclosure note
stating that due to the prevailing tax
environment, the amount of deferred tax is
not practical to measure.

» Events after the balance sheet date.
Companies usually do not disclose
information on events after the balance-
sheet date. Noncompliance with the relevant
Egyptian Accounting Standard can be found
even in the case of many companies that
present financial statements three to four
months after the balance sheet date.

II. AUDITING STANDARDS AS
DESIGNED AND AS PRACTICED

3. According to the current mandatory
requirements, virtually all International
Standards on Auditing are applicable in
Egypt. Auditors are required to follow the six
local ISA-based standards that relate to the
presentation and format of an auditor’s report,
and any ISA that relate to other aspects of
auditing, Since the ISA are not widely available
and most of the audit practitioners do not have
access to ISA-based audit practice manuals,
knowledge deficiencies constrain most auditors
from ensuring sound auditing practice. The
degree of compliance with applicable auditing
standards varies among large and small firms.
Although large auditing firms generally have
greater capability to provide quality services,
compliance with the standards is not always
ensured.

4. Assessments and discussions revealed
important concerns regarding the quality of
audits of many large- and medium-size
enterprises in the country. Actual auditing
practices were assessed through interviews by
the ROSC team with a cross section of
practicing auditors and representatives of
regulatory bodies, and a facilitated discussion
group with audit partners representing nine of
the largest audit firms in Egypt. Auditors
sometimes issue an audit “clean bill of health”
report for clients even when there are serious
and material issues that should be explained in
the report. Under such circumstances, the
auditors usually mention these serious and
material issues in the long-form report
submitted to management, suggesting steps to
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overcome these problems in the future.

Consequently, this practice distorts the picture

for users of audited financial statements.

Another important issue is the external auditor’s

concern that tax accounting often takes

precedence  over  sound  general-purpose
financial reporting. To ensure favorable tax
outcomes, the tax partner, the audit partner, and
the client work together to select accounting
treatments and prepare appropriate disclosures
for reporting in the financial statements. This
and other practices incompatible  with

International ~ Federation of  Accountants

auditing standards and code of ethics must stop

if the profession is to gain credibility.

5. A gap exists between auditing
standards and actual auditing practices. At
present, lack of understanding results in
noncompliance or partial-compliance  with
auditing standards, which is a problem faced by
many auditors who are not part of the
international ~ accounting  firm  networks.
Following are some actions that would help to
ensure compliance with ISA standards:

* Increasing attention to auditor independence;

+ Sharing information among auditors who
precede and succeed one another with the
same client;

* Obtaining external confirmations regarding
audited  company’s  receivables, bank
balances, and legal opinions;

+ Complying with all requirements for audit
quality control;

» Applying procedures to discover fraud and
error that may result 1in  material
misstatements;

+ Applying “professional skepticism’™;

+ Applying audit procedures for related parties;

+ Secking evidence that  corroborates
management representations;
* Working to increase the profession’s

knowledge and understanding of ISA.

III. PERCEPTION OF THE
QUALITY OF FINANCIAL REPORTING
6. The investor community generally

believes that information available in
published financial statements is of low
quality. Interviews and discussions with
financial analysts, investment advisors, and

foreign and local bank representatives revealed
serious  concerns that weak enforcement



mechanisms  facilitate  noncompliance  with
established accounting requirements, and that in
practice, internationally comparable auditing
standards are inadequately applied. External
users of corporate financial information
generally believe financial reporting to be of
low quality. Most external users indicated that
they depend mainly on personal contacts in the
company to gather information. Representatives
of the investment community generally agree
that audited financial statements are rarely
reliable and free from material misstatement. In
response to a question about the need for
improving actual accounting practices in
selected areas, most of the interviewees
identified the following areas: related-party
transactions, impairment of assets, pension
accounting, segment reporting, and accounting
for leases and financial instruments. All the
interviewees strongly agreed that financial
reporting would depend on implementation of a
strong regulatory regime and effective
enforcement mechanisms to ensure compliance.

IV. POLICY RECOMMENDATIONS

7. These policy recommendations are
based on a review of accounting and auditing
practices, and include valuable inputs from
stakeholders interviewed by World Bank staff
during the ROSC due diligence exercise. It is
expected that these policy recommendations
will be used as inputs for a country action plan
for accountancy reform in Egypt. Specific
recommendations are summarized below.

8. Improve the statutory framework of
accounting and auditing. Take immediate
steps to ensure that the legal and regulatory
requirements on accounting, auditing, and
financial reporting are intended to protect the
public interest. This necessitates adoption of a

new law taking into consideration the
legislative  and  regulatory  shortcomings
highlighted in the report.

9. Establish an accounting and auditing
oversight body. The government may consider
establishing a “board” or a “high council” with
responsibility for overseeing public interest
activities of practicing auditors, quality of
education and training of the professional
accountants and auditors, and efficiency and
effectiveness of the institutional framework in
supporting high-quality financial reporting. The

54

oversight body should assess whether the
auditing profession is appropriately serving the
interests of users of audited financial statements
and the general public. The oversight body
should publish assessment reports revealing the
problems and prospects of the auditing
profession. Moreover, the body should advise
professional organizations, educational
institutions, and statutory regulators on actions
to ensure that the education and training,
monitoring and enforcement for accounting and
auditing  standards are  consistent  with
international best practices. This body may
consist of representatives of accounting and
auditing stakeholders, including the Ministry of
Finance, Ministry of Foreign Trade, Capital
Market Authority, Central Bank of Egypt, Cairo
and Alexandria Stock FExchange, commerce
faculty/business  school of the leading
universities, preparers of financial statements
(business community), Egyptian Society of
Accountants, and Syndicate of Accountants.
The Capital Market Authority has begun to
collaborate with the government and other
stakeholders and self-regulatory organizations
to establish an Accounting and Auditing
Oversight Body as mentioned in the draft
Accounting Practice Law.

10. Strengthen enforcement
mechanisms. High-quality financial reporting
depends on enforcement. Merely adopting
internationally  accepted  accounting  and
auditing standards cannot ensure improvements
in corporate financial reporting. There are three
important links in the enforcement chain, and
each must be strengthened. First, company
directors, who have legal responsibility for
preparing and presenting financial statements,
must ensure that the accounting staff properly
apply accounting standards. Second, auditors
must act independently to provide assurance
that financial statements comply with the
established standards and portray a true and fair
view of an enterprise’s financial conditions and
results of operations. And third, both self-

regulatory  organizations and  statutory
regulatory bodies must implement arrangements
for  efficient monitoring of  regulatory

compliance and consistently take action against
violators.

11. Improve monitoring and
enforcement capacity of the Capital Market



Authority and the Central Bank of Egypt.
The  Capital Market Authority  should
strengthen its capacity to conduct in-depth
review of corporate financial statements to
determine the extent of compliance with the
standards—not only in appearance but also in
substance. The Capital Market Authority should
make arrangements for joint efforts with the
Cairo and Alexandria Stock FExchange to
review financial statements for monitoring and
enforcement of established accounting and
disclosure requirements. The Capital Market
Law and related rules should be strengthened so
that the Capital Market Authority has
comprehensive power to impose administrative
sanctions on the company, the directors, and the
auditors—any parties responsible for violations.
Similarly, the Central Bank of Egypt should

implement a  strong  monitoring  and
enforcement mechanism.
12. Take preventive measures to

improve the degree of compliance with
accounting requirements. The Capital Market
Authority  should  strengthen  efforts  for
motivating the top management of listed
companies to comply with the accounting and
financial ~ reporting  standards.  Through
workshops, top management should be briefed
on their responsibilities regarding compliance
with standards, and related enforcement
policies. The Capital Market Authority should
present case studies demonstrating financial
reporting strengths and weaknesses in  the
country.  International  developments  on
improving transparency of corporate financial
reporting, new dimensions of regulatory
regimes affecting accounting and auditing, and
the role of transparent financial reporting in
attracting both strategic and portfolio foreign
investments could also be presented. Moreover,
the Egyptian Society of Accountants and
Auditors in collaboration with the Syndicate of
Accountants should introduce an outreach
program  for financial  executives  and
accounting staff of business enterprises to
disseminate knowledge on current
developments in accounting and financial
reporting standards and practices. The Capital
Market Authority, as a part of its initiative on
strengthening corporate governance, has begun
a  program, including  workshops  for
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encouraging compliance with the accounting
and auditing standards™

13. Establish a strong monitoring and
enforcement mechanism for improving the
quality of audit. Recently, Presidential Decree
323/2002 created a practitioners committee
within the Syndicate to monitor audit quality
and practices. However, the new Accounting
Practice TLaw should include provisions
specifically focused on a monitoring and
enforcement mechanism for ensuring
compliance with the applicable auditing
standards and code of cthics, not only in
appearance but also in substance. Arrangements
should be considered for an “Auditing Practice
Review Commission” under joint sponsorship
of the Ministry of Finance, the Capital Market
Authority, and the Central Bank of Egypt. Other
regulatory bodies, including the regulator of the
insurance industry, could collaborate. The
governance  structure  of the  Review
Commission must be strong. The governing
board of the Review Commission should have
power to enforce actions against violators. The
governing board should consist of eminent

persons, such as senior academics, well-
respected business leaders, retired judges and
lawyers, retired accounting and auditing

professionals, and well-respected retired civil
servants. The active or retired professional
accountants and auditors should not be majority
members of the governing board. . The Review
Commission’s main function would be to
conduct independent practice review of auditors
and audit firms. This body should have an
efficient and effective mechanism for taking
disciplinary actions on a transparent basis
against  those  found  responsible  for
noncompliance with auditing standards and
code of professional ethics. Sanctions may
include fines, penalties, and suspension or
expulsion from the auditing profession.

14. Establish legal arrangements to
issue accounting and auditing standards and
implementation guidelines. The  new
Accounting Practice Law must address the
Standard - setting arrangements. No dedicated
expert groups exist with responsibility for
planning, researching, and drafting accounting

2 Report on the Observance of Standards and Codes (ROSC) -
Corporate  Governance module issued on  September 2001,
http:/fwww. worldbank. org/ifa/Egyptrose.pdf.




and auditing standards; and issuing practical
implementation guidelines for standardized
application of these standards. The new law
should provide guidance on setting up two
expert groups—one for accounting standards
and the other for auditing standards and an
auditor code of <cthics. If an existing
organization is used as the secretariat of these
expert groups, this point needs to be recognized
in the new law. The expert accounting group
should fully adopt the standards and standard
interpretations issued by the International
Accounting Standards Board—these should be
applicable for all public interest companies
(listed companies, banks and other financial
institutions, and large companies as defined by
certain thresholds). The expert accounting
group should develop simplified financial
reporting standards for the small- and medium-
size enterprises. The expert auditing group
should fully adopt the standards and code of
ethics issued by the International Federation of
Accountants. Both expert groups should update
the standards and codes on a regular basis,
keeping pace with the issuance of revised/new
standards and codes by the international bodies.
The main responsibility of these expert groups
should be the development of practical
implementation guidelines on the applicable
standards. The new law, as agreed by all
stakeholders,  might include  provisions
requiring the standards and codes developed by
the expert groups to be discussed and approved
by the Permanent Committee for Standards of
Accounting and Auditing, and to be issued by
ministerial decrees.

15. Upgrade the licensing procedure.
To become licensed as an auditor, an individual
should meet minimum requirements based on
IFAC standards. Also, arrangements for
licensing audit firms should be developed on
the basis of international best practice. The
licensing of individual auditors should be
changed in compliance with the IFAC
guidelines—qualification examination based on
the curriculum conforming to the IFAC
guideline/standard on professional education,
plus practical experience for at least three years
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with an authorized training provider under the
supervision of a licensed auditor. To qualify as
an authorized training provider, an individual
should be subject to regulation by an auditing
services body that has sufficient capacity to
expose the trainee-auditors to the practical
aspects of all the applicable standards and
codes. The authority that issues audit practice
licenses should maintain a list—making
periodic assessment updates—of the existing
and potential authorized practical training
providers. This matter has been addressed in the
draft law.

16. Introduce continuing education
requirements for the profession. Continuing
education requirements, which will need
monitoring and enforcing, should conform to
the IFAC  guidelines/standards.  Training
programs should enable practicing auditors and
accountants to gain exposure to the practical
application  of  International  Accounting
Standards, International Standards on Auditing,
and IFAC-issued Code of Ethics for
Professional Accountants. This matter can be
addressed either within the new law or in
regulations  issued in  accordance  with
provisions of the law.

17. Improve curriculum and teaching in
accounting programs of universities and
colleges. Review and update the accounting
curriculum  to  incorporate  international
accounting and auditing standards and include
practical-oriented teaching at the undergraduate
level in higher educational institutions. The
ethical dimensions of business management,
corporate finance, accounting, and auditing
should be taught with case studies in the
undergraduate programs of business
schools/commerce faculties. Attention should
be given to increasing the critical thinking skills
of student accountants. Training-the-trainers
program would enhance the teaching capacity
of higher educational institutions toward
accounting and auditing with international
components. Efforts should be made to link this
issue with donor-funded projects on improving
higher education.
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Abstract: The Government of Egypt (GoE) and the Government of Denmark initiated in 2001 the
Environmental Sector Programme (ESP) in Egypt. ESP is a six years' framework for a broad assistance to national
endeavors within environmental management.

The overall objectives of ESP are to contribute to the efforts of the Egyptian government to achieve its
environmental objectives with particular regard to improving environmental conditions, developing environmental
management capacity of institutions, which can support communities in maintaining a cleaner and healthier
environment and by providing framework for compliance with environmental regulations.

The coordinating Egyptian body is the Ministry of State for Environmental Affairs and its implementing agency
the Egyptian Environmental Affairs Agency (EEAA).

The ESP goals can be summarized in implementing of the environmental management tools at the local level.
Supporting EEAA' strategy for decentralization at regional levels of its services and functions. Conduct institutional
support to two selected governorates (Beni Suef and Aswan).

Provide assistance to the Egyptian industry to improve compliance with environmental regulation through
cleaner production. Provide technical assistance to the Shore Protection Agency (SPA) and the Ministry of Water
Resources and Irrigation. Assist the Environmental Information and Monitoring Programme (EIMP) during the phasing
out period.

In this paper, ESP will present the structure, and objectives of its components. They are Decentralized
Environmental Management (DEM) component. The Communication in Environmental Management (CEM)
component. The Environmental Management in Governorates (EMG) component. The Achieving Compliance with
environmental regulation in Industry (ACI) component. Provide technical assistance to Shore Protection Agency (SPA)
and the Environmental Information and Monitoring Programme (EIMP).

Key words: environment management, accounting,

JEL Classification: O13, 28, Q50, M41.

The main objective for the ESP support as  integration in the global economy and forms the
stated in the Programme Document is: overall framework for the annual budget cycle.
To contribute to the efforts of the Egyptian  The Plan calls for upgrading social, judicial and
government fo achieve its environmental  security services and export promotion. Special
objectives with particular regard to improving  attention 1s given to the social gender
environmental conditions, developing  component, which seeks to guarantee women’s
environmental — management  capacity of  effective participation in social and economic
institutions which can support communities in  development.

maintaining a  cleaner  and  healthier The Plan includes the National Spatial
environment and by providing frameworks for ~ Planning Strategy aiming at strengthening the
compliance with environmental regulations. relationship  between  central and local
National policy and planning in Egypt is  administration to achieve appropriate
guided by a long-term development vision till  distribution of population and economic
Year 2022. activities over the Egyptian territory. An
The main objectives of the vision concern  industrial development strategy is promoted that
ecconomic  improvements  (debt reduction, includes environmental protection
income growth, deficit reduction), social  considerations throughout.
welfare, and sustainable use of natural The Law for the Environment 4/1994
resources. regulates the environmental policy for the

The Five-Year Plan for Socio-Economic  Government of Egypt. The law was approved
Development 2002-2007 sets the course for and put into force in 1994. It authorizes the
continued efforts towards modernization and  Egyptian  Environmental  Affairs  Agency
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(EEAA) to regulate environmental management
in the country, and outlines the areas to be
regulated under the Law.

The EEAA management has formulated a
vision of EEAA to include economic and social
aspects in sustainable development, and to
integrate the environmental dimension into
national policy plans and programmes.

The five-year EEAA work plan (2002-
2007) sets out the priorities of the MSEA and
EEAA. The plan emphasizes capacity building,
both in the EEAA and at the decentralized
levels, awareness raising for all community
levels, mobilizing NGOs and Community
Development Associations (CDAs), finalizing
establishment of the Regional Branch Offices
(RBOs), support to Environmental
Management Units (EMU) in the Governorate
administrations. The use of economic
instruments  (financial mechanisms, incentive
schemes) is a recent strategic development as is
the promotion of cleaner production methods in
industry.

The National Environmental Action Plan
(NEAP) is the policy document representing the
Egyptian agenda for environmental actions and
should be the main environmental source
document for the sector plans of line ministries.
The financial implications of the NEAP’s latest
version (2002) are to be clarified before official
adoption by the Cabinet of Ministers.

The NEAP should be supplemented
through the development of Governorate
Environmental Action Plans (GEAP), outlining
actions to be taken at Governorate level. EEAA
has established a GEAP. Implementation of the
GEAPs, however, faces a number of
difficulties, both in relation to financial
constraints and technical capabilities in the
Governorates.

A major issue in connection with the
GEAPs is the mandate of the EMUs and their
relationships to the RBOs. In this respect
preparations for a decree has been made in
cooperation between EEAA and the USAID
financed programme EEPP. The decree has
been discussed and negotiated among the
stakeholders, but so far it has not passed the
Cabinet of Ministers.

EEAA has accumulated considerable
capacity in  environmental  management.
However, some of the line-ministries still need
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to implement guidelines and procedures to
strengthen environmental management in their
sectors.

The Governorates have authority under
various laws to regulate environmental
activities. They also share authority with
EEAA, under Law 4, to regulate activities
within their own boundaries.

Joint activities have been carried out to a
greater or lesser extent across the Governorates
depending in past upon the capacity of the
Governorate. The formalization of relations in
accordance with a decree, soon to be issued,
will  assist  establishment  of  coherent
cooperating structures.

Investments in the environment sector in
Egypt during the last decade have been
substantial, in particular through donor
assistance. However, availability of funds from
this source is decreasing,

The environment sector in Egypt may face
financial constraints in the coming years. New
financial instruments and partnerships will have
to be created in order to facilitate continued

development
of the sector, e.g. by focusing on private
sector involvement to supplement public

expenditure and donor assistance with private
investments.

At the moment EEAA is working on
assessment of the possibilities in order to
formulate the necessary action plan.

PROGRESS OF DANIDA'S SUPPORT
TO THE NATIONAL ELEMENT

Progress and Status
The progress and
summarized as follows:

status  can be

The DEM Component has faced several
challenges, as the decentralization action plan is
only being formulated on the basis of the
declared strategy for decentralization, and the
CEM

Component is place in the focal point for
formulation of the decentralization policy.

To meet the challenges it was agreed to
establish an EEAA DEM Task Force with
participation of all internal stakeholders. The
Task Force should develop the strategy and
action plan for the decentralization process. The



CEO should approve the strategy and TOR for
the Task Force in order to stimulate its work.

Simultaneously the development of a
CDBA capacity building strategy was initiated
in March 2003.

Monitoring and reporting system for the
RBOs has been developed and implemented
before the start of the DEM Component. It is
functioning in accordance with plans.

Strategy and action plan for GC&F RBO
developed in accordance with plan.

Work with second RBO planned to start
up by the end of 2003 in accordance with the
implementation plan.

Most of the planned activities of the ACT
Component are progressing according to plan.

The implementation of EMS in the
enterprises is progressing well.

Dissemination of knowledge about EMS
is being planned and several workshops have
taken place. However, the coordination with the
CEM component must be enhanced.

A strategy workshop concerning financial
support from other sources as well as
promotion of CP in the industrial sectors,
facilitated by the ECO with FEI management,
Danish Experts, selected donors will take place
in May/June 2003.

The CSC has approved a draft concept for
development of a strategy for mainstreaming
poverty and gender into component activities
(based on a PSU input).

The FEMG Component has faced
difficulties as the work of the component
covers the

Governorates in Benu Suef and Aswan as
well as the GEAP Unit in EEAA. A major re-
structuring of the working modalities has taken
place after the Technical Review in March
2003. Furthermore, the Component
Management has been strengthened with a local
coordinator.

Strengthening of the EMUs’ capacity for
planning and ambient environmental
monitoring has been initiated by preparing an
environmental profile for the two Governorates.

Discussions held with CEM component
towards cooperation on awareness raising and
Communication Activities. However, a more
active input from CEM Component is needed.
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Concerning the GEAP process the local
initiatives and work is progressing. However,
the integration of the support and coordination
with the NEAP should be enhanced further.

Local Environmental Committees have
been established in both Governorates (40 in
Aswan and 38 in Beni Suef).

Six demonstration projects have been
approved and started. The release of funds from
EPF is now working after some starting
difficulties.

By the end of 2002 the CEM Component
presented a very ambitious work plan. Only a
few of the activities of the work plan, however,
have been implemented, mainly due to various
ad hoc activities.

It should be appreciated that the planning
of communication activities is challenging, as
immediate needs inevitably will show up.
However, the objectives of the component are
put very concrete in the component description,
and immediate needs should not postpone the
implementation of the objectives, e.g. the
production of media packages.

The component has been involved in the
formulation of an internal communication
strategy in EEAA, and the ESP communication
strategy i1s by the CEM Component and the
PSU being coordinated with the overall EEAA
strategy.

A discussion between the PSU and the
CEM CM has resulted in a CEM plan for
approaching the other components in order to
support the components in the dissemination of
results.

Activities that should be given priority are
the staffing in the EMUSs, and the establishment
of an environmental database in EEAA.

The phasing out of Danida’s input to the
ETMP is progressing according to plan.

However, the issue of an upgrading of the
IT system has been raised by the FEIMP
Management.

The ESP Management would recommend
the upgrading being financed through the
reserve funds of the EIMP account.

According to the plan the EIMP activities
are being integrated in the relevant departments
of EEAA during the coming year.



ACTIVITIES AND APPROACH

The DEM Component has developed a
proposal for an EEAA DEM Task Force to
develop a strategy and action plan for DEM has
been made.

The development of a CDBA capacity
building strategy was initiated in March 2003.

Five staff members have passed two
English training courses at British Council.

A strategy and action plan for GC&F
RBO developed in accordance with plan.
Training needs assessment of GC&F RBO is in
process.

The work with a second RBO is planned
to start up by the end of 2003, in accordance
with implementation plan.

In the ACI Component, seminars for
industry have been conducted in 6th October
City, Aswan, Greater Cairo (Shobra El Khema)
and Alexandria. These meetings with the
purpose of introducing

ECO to the industry have been attended
by representatives from 180 enterprises.

ECO staff training in Denmark focuses on
practical implementation of CP in Danish
industry illustrated by factory visits, and a short
course in presentation techniques, team
building and negotiation skills.

The monitoring practice in industry has
been initiated in connection with the pre-
assessment process in the industry and will
continue in the implementation phase.

A draft business plan for ECO including a
financial strategy is ready to be presented for
and discussed with FEI management.

A contact has been established to the
relevant chambers. Direct contact to industry
has started with the seminars in 6th October
City, Greater Cairo, Aswan and Alexandria and
the subsequent factory visits in these areas.
Screening visits have been done in 104
enterprises.

A large number of CP options have been
identified for further processing during the
coming implementation phase. Some
companies did, however, initiate
implementation on their own. Due to different
obstacles the process has been delayed and
started in April 2003. The delay will be caught
up with.
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In the EMG Component number of issues
have been solved, to improve the efficiency.
However, the activities are delayed for various
reasons:

The selection of a local company was
delayed. Tocal specialists are now increasingly
being utilized.

Interviews of candidates for the two
positions as Long -term Consultants were
delayed, and the last position (the GEAP
Consultant in Beni Suef) was taken up only on
the 8th of March 2003. The

GEAP process in now in progress in
Aswan, and was launched in Beni Suef in April
2003.

The Component Adviser (CA) had not
spent 33% of his working days in each of the
governorates as originally agreed upon. To meet
the requirements for more consultant nput a
full-time local senior consultant has been
employed as an additional support since the 1st
of February 2003.

However, the advantage of  this
arrangement has not vet fully materialized, due
to the fact of him being engaged in complicated
logistic issues as procedures for e.g. cars,
equipment, permits ete.

The input and assignments of short-term
international consultants have until recently not
been transparent. A description of the necessary
procedures has now been approved by the SC as
a new Section of the EMG Component’s
Procedures Manual.

Until now, few of the EMU staff has been
directly engaged in Component activities, but
the GEAP process commenced in Aswan in
January 2003, and in Beni Suef in early April.
In addition, it has recently been possible to start
on the implementation of projects.

Now the GEAP process is in progress, and
funds are available for implementation of the
proposed projects.

High Environmental Committees and
Local Environmental Committees are now
formed by decree in both governorates. The
HECs and ECs will play an important role in
the preparation of the

GEAPs, and in the identification of
problems, proposing projects and in monitoring
the environment in general.



The CEM Component has started
Training of staff. A detailed TNA of the
CDECA staff’ has been carried out. One staff
member participates in the Danida Fellowship
programme in spring/summer

2003. Initial pre-departure training has
taken place during the reporting period.
Training in desktop started in April 2003. Since
staffing and activities in the EMUs have been
delayed, it was premature to include the EMUs

in the first phase of defining TNA.
Identification of EMU’s TNA will follow later
this year.

To  identify the national EEAA
communication needs, the CEM has developed
a comprehensive questionnaire. All EEAA

managers have participated in the survey and
valuable information has been collected to
identify the communication needs of EEAA.
The questionnaire focused on external as well
as internal communication needs. ToR and
concept for an EEAA Newsletter has been
prepared.

On the basis of the results of the
questionnaire and to further identify the EEAA
communication need a workshop for all EEAA
managers was arranged. In the process of
planning the workshop several managers have
been addressed and a strong cooperation with
the EEAA planning unit has been established.
This specific workshop is the first of a series a
workshop aimed at different target groups e.g.
NGO’s, Gender groups, Politicians,
Educational centers etc. A group of EEA senior
officials, external experts and CEM staff has
been established to proceed with the process on
developing the EEAA communication strategy.

The identification of ESP communication
needs is only in a starting phase due to the fact
that several of the other ESP components are in
process of defining their communication needs.

However, the CEM CM will play an
active role in this process.

Concerning awareness raising a pilot
study on the environmental awareness of
selected students from two Cairo Universities
has been initiated.

Four media packages identified and draft
ToR developed. Launching of these packages
are expected to start mid-autumn 2003. ToR for
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a series of 26
developed.

An overall list of decision makers in
EEAA/EMUs has been prepared as a part of the
internal questionnaire survey in EEAA. The
activity was followed up during an EEAA
workshop.

Concerning the identification of EEAA
priorities in two governorates, and for other
ESP components several preliminary ideas e.g.
on how to cooperate with the NGOs, according
to the priorities of the EEAA has been identified
during meetings, questionnaires and during the
communication workshop in beginning of
March 03. However more should be done in the
future and as the EMU are getting staffed
adequately and the draft decree i1s adopted this
will be initiated. As a next step in the following
reporting period, the CEM international
consultant will work on this issue esp. regarding
the EMU’s of Aswan and Beni Suef.

radio programs has been

A database with environmental
information targeted at NGOs is in a
preparatory phase.

The ESP Management (PSU) has
strengthened the coordination and cooperation
among the components by regular joint
meetings with CMs.

The work  with  establishment of

monitoring indicators has started. The PSU has
prepared a draft TOR and a local consultant has
been contracted to finalize the TOR and prepare
the action plan, including the basic special
studies.

ACCOUNTING AND MANAGEMENT OF
ESP

The accounting and management of ESP
is done through the Ministry of State for
Environmental Affairs with direct cooperation
with Royal Danish Embassy.

When the ESP was started on 2001 there
was a component was initiated to support
KIMA factory (Fertilizer and Ferrosilicon Plant
in Aswan). This component was aiming for
designing and preparation of the activities at
KIMA on pollution prevention and control to
ensure that KIMA will meet the environmental
standards set by the Government of Egypt.



CONCLUSIONS

The aim of the ESP is to contribute to the
efforts of the Egyptian government to achieve
its environmental objectives with particular
regard to improving environmental conditions,
developing environmental management
capacity of institutions, which can support
communities in maintaining a cleaner and
healthier environment and by providing
frameworks for compliance with environmental
regulations.

ESP is supporting the environmental
policy framework for the environmental sector
in the following:
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- Implementation of Law 4/94 for the protection
of the environment.
- Support to mstitutional capacity building in

the EEAA, its RBOs and EMUs in 26
governorates.
- Support to sustainable environmental

management systems.
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