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I - Executive Summary:

This report outlines a road map for PA system financial sustainability. It conducts an
assessment for PA Status, funding gabs and associated legal provisions; also explores
the available revenue generation tools and their retention to secure PA needs. It
presents a framework for PA financing policy and strategy with diverse funding
resources, effective financial administration, enabling environment, mainstreaming
and building capacity. Additionally, it addresses recommendations on institutional
reform, defines the required ministerial decree and proposes the factors that motivate
PA system development.

PA Status Assessment:

1- Egypt's PA System:

Egyptian PA system of 30 PAs contains 150,000 square Km that represents 15% of
Egypt territory and will be expanded to 20% by 2017. PA system is inhabited by more
than one million citizen, supports almost 10 million persons and offers direct and
indirect returns to the national economy of about $15 billion/year which is increasable
(for tourism, agriculture, fishing, petroleum, minerals, quarries, cattle and small
enterprises).

There are serious financing gabs for PA system which does not receive sufficient
funding to manage PAs effectively. Under current conditions it is hard to imagine that
Government will meet PA financing needs. Increasing fund raising for PAs is
inevitable and retaining the generated resources for PA development is a must.

2- Legal Context:
Law 102/1983: Stipulates to establish a PA special fund (PAF) that receives all

money, gifts, grants provided to PAs, the visiting fees and penalty returns of applying
this law. All these money are to be allocated for the following purposes:

- Support entities that enforce the rules of this law.

- To share in improving PA environment.

- Develop necessary studies and researches for PA field.

- Pay incentives for guides and arrestors to who violate this law.

Law 4/1994 and its amendment by law 9/2009; established an Environmental
Protection Fund (EPF), and one of its resources is the revenue of the PAF stipulated
by law 102/1983. Legally PAF exists and should operate as stated by law 102/1983,
and its presence within EPF does not eliminate its entity or its commitments.

3- PA Financial Sustainability:

It is defined as "the ability to secure sufficient, stable and long-term financial
resources and to allocate them in a timely manner and in an appropriate form, to cover
the full costs of PAs and to ensure that PAs are managed effectively and efficiently
with respect to conservation and development objectives".




Financial sustainability is not possible without strong and effective institutions for PA
management. Establishment of NCS General Authority is the most suitable long-term
solution to achieve self financing, world standard PAs, maintenance of endangered
biodiversity and increased support to national economy and social equity.

Rationalized PA Revenue Generation and Retention:

4-  User Fees:

They cover several possibilities that include: visiting fees, admission fees for special
attractions, fees for hiking, diving, guiding tours, camping, picnicking and others.

The provided resources from user fees can satisfy PA operations. The existing visiting
fees are applied in only 7 PAs and must be re-evaluated and extended to the others.
Many tourists visited PAs have presented their willingness to pay double and triple
the entrance fees if they are sure that money will be used for suitable services and for
better nature protection of PAs.

5- Concessions:

They are one of a number market-based mechanism known collectively as user fees.
They are usually undertaken with the privet sector but can also involve community
organizations, and NGOs and others.

The Prime Ministerial Decree 264/1994 allows, according to certain terms, permits to
activities in PAs which favors its development in return to payment for concession (as
user fees) determined by EEAA.

Lease may also be used to generate revenues according to concession terms.

6- Partnership:
In recent time a collaborative management approach between the government and

private sector is expanded and encouraged to exploit its experience in economic
management, privet sector partnership projects (PPP) and Building, Operation,
Transfer (BOT) or Developments Operation, Transfer (DOT) agreements.

The Prime Ministerial Decree 240/1990 of PAF regulations gives EEAA-NCS
different opportunities to invest these fund resources individually or by joint-venture
with private sector for development of PA services and operation facilities as
collaborated projects and involving local community.

7- Protected Area Fund (PAF):

PAF represents the superior source of funding EPF (exceeding 80%), while PA
system receives a very little fund of this income, which in turn affects the main
function of protection for the natural heritage and conservation of biodiversity.
According to law 102/1983 a special account for PAF has to be determined within
EPF where all resources generated by PA, will be directed to it and be allocated as
stipulated by this law.




PA Financing Policy and Strategy Framework:

8- NCS Vision:

Establish and manage protected area network according to international standards,
encompasses the main examples of Egyptian natural capital, essential ecosystems and
endangered biodiversity; provided with enabling environment, financial sustainability,
autonomous management and partnership with stakeholders and local communities.
Integration with the national development sectors, support the social equity and
ensure benefit sharing of genetic resources use.

9- NCS Mission:

Egypt has exceptional wild resources, unique ecosystems and valuable natural
treasures that underpin the national economy and tourism industry. Recognizing the
value of this biodiversity and its critical role in maintaining and enhancing the well-
being of the public, the Government of Egypt in cooperation with concerned entities,
nationally and worldwide, is committed to maintain innovative management PA
system with financially self supporting. It ensures efficient conservation and effective
management of biodiversity in relation with economical, social, environmental and
cultural worth to successive generations.

10- The Goal:
Establishing an effective PA system operated by an autonomous entity on solid
economic basis, financial sustainability and innovative capacities for cost-effective
management.

11- Strategic Objectives:
- Building a diverse, stable and secure funding portfolio.
- Improving financial administration and effectiveness.

- Creating an enabling financial and economic framework.
- Mainstreaming and building capacity to use financial tools and mechanisms.

12- Building a Diverse. Funding Portfolio:

A diversified funding base provides greater security and flexibility than reliance on a
single source of funding.

Practically, PA system income could be quadruple by raising visitor fees to market
levels, applying fees in new PAs, and provided basis services inside them.

User Fees: is including many kinds of fees which can be easily applied according to
PA available opportunities.

Concessions and Joint Venture: are important innovative tools of PA revenue
generation which will be developed according to rational principals and pre-
requirements.



The management of PA requires cooperation among managers and users, and offers
an opportunity to explore the potential of collaboration between government and civil
society.

13- Financial Administration Effectiveness:

In the context of an essential improvement of the existing NCS hierarchy with
detailed structure, jobs and employees; a first priority has to be given to upgrade the
financial and administration department to a general department that works as a
separate account unit, furthermore the development of the general department of
biodiversity economy. Both general departments are working for presenting PA
values and benefits to the national development sectors, local communities and
employment.

14- Enabling Financial and Economic Framework:
PA goods and services are seriously under-priced or not priced at all by the market.

This can have a major impact on the ability of PAs to generate funds.

A system economic valuation of PAs and assessment of goods and services provided
will be developed to prove the current and foreseen benefits to the Egyptian society
which build a strong case to elevate PA system profile in public and private sectors.
The key condition for securing public funds for PAs will be the ability to justify their
funding request in terms of socio-economic objectives.

15- Mainstreaming and Building Capacity:

PA system will be recognized as an engine for the national development. This view
aims PAs operate as economic assets and be carefully managed for conservation and
use, rather than as conservation assets to be protected from economy.

Mainstream of PA as natural solutions that underpin sustainable development, well-
being of public and poverty reduction are supportive elements to secure rational
financial mechanisms.

Additional funds will be used most effectively, and more easily raised in the future, if
accompanied by capacity building of PA authorities in financial management skills,
and by strong partnerships between PAs and other sectors; governmental, private
NGOs and communities.

NCS has to complete 70% of its careers within 5 years, to reach 2200 staff (i.e. 15
staff per 1000 km?, while the global average of developing countries is 27).

Payments for Ecosystem Services (PES) are increasingly held up as a new solution to
PA financing problem. However, it requires a substantial investment in technical
capacity.

Recommendations:

16- Institutional Actions:

Reform of NCS existing structure by expressing definitely its organization in details
with defined job descriptions, needed employees and schedule of recruitments that

8



ensuring increased management effectiveness towards level of international standards,
alongside, providing PAs with the needed infrastructure, equipment, facilities and
services.

Necessary authorities have to be devolved to NCS director by EEAA-CEO to carry
out the responsibilities of cost-effective management, the proper exploitation of PA
system Government budget, and retained funds and PAF resources investment as
agreed by EPF Board and approved by the Minister.

17- Ministerial Decree:

Identify a specific account for PAF in EPF to deposit all revenues and resources
generated by PAs. EPF Board will administer PAF within separate sessions as PAF
regulations. NCS director and a representative of the Ministry of Tourism will share
the Board for PAF.

NCS retains the majority of PAF resources as defined by EPF Board based on a
systematic financial needs assessment, financial plan and work plan. Extra financial
resources will be allocated to support EEAA and other parties.

NCS will carry out updated revenue generation tools and regulations for conventional
and innovative mechanisms that reflect PA values, returns to the national
development and participation of private sector and local communities.

18- (P & S) Factors of Success:
A commitment of the high-level decision makers, especially the Minister, supports

PA policy and strategy implementation, as the national development priorities and
increases their social visibility.

Developing of NCS structure to an autonomous institution "A General Authority"
with cost-effective management capacities, to ensure enabling environment and
needed human development.

Increasing investment and ensuring re-investment in PA system is critical to elevate
PAs standards, reflect their real values and make them more attractive for additional
revenues.
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II - Introduction:

1- Background:

1.1

1.2

1.3

14

IUCN defines the protected area as "an area of land and/or sea especially
dedicated to the protection and maintenance of biodiversity, and of natural
and associated cultural resources and management through legal or other
effective means".

Protected areas form the core of conservation efforts around the world.
Almost 12% of the global land surface and 15% of seas are now defined
as protected areas as declared at the 2012 World Summit for Sustainable
Development (WWSD) at Rio +20. It has been estimated that an
expansion of the network of PAs will cover 15% of terrestrial and 30% of
marine ecosystems, mainly in tropics by 2020.

An estimate of global expenditure on existing PAs is around US$ 6.5
billion per year, most of it in the developed world. Government budgets
are the single largest source of PA financing in most countries with
budgets amount to US$ 1.3 billion per year.

Recent rapid growth in the number and area of PAs has stretched the
capacity of PA management authorities to increase their budgets
accordingly. In addition, in most developing countries, as well as many
developed countries, progressive economic, liberation, deregulation and
decentralization have resulted in tighter public expenditure generally.
Protected areas, long seen as a relatively low priority for public spending.
PA management authorities in many cases "as in Egypt" are being
integrated in environmental ministries and portfolios. As a result, funding
previously directed specifically to PAs has in some cases been
consolidated into budgets addressing a wider range of objectives,
sometimes resulting in diminished resources for PA management.

Although there is a widespread commitment by most countries to allocate
funds to PAs, existing financing falls far of the amount required to
manage the existing PAs. The PA funding gap is particularly acute in
developing countries which need US$ 2.5 billion a year to cover the very
basic range of actions necessary to ensure effective management. There is
clearly a need to find new financial resources to supplement existing
funding for PAs, as well as great efforts to place PAs firmly onto the
development and poverty reduction agendas. In addition, the serious
question of how effectively existing funds are being spent and at proper
time.
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2- Egypt's PA System:

2.1

2.2

23

24

25

PA system contains 15% of Egypt territory and will be expanded to
include up to 20% of the country by 2017 as planned in the National
Strategy of Biodiversity. PA system represents the Egyptian natural assets
including prominent examples of ecological systems, important
biodiversity, cultural heritage, fascinating natural resources and attractive
tourism destinations. It can be considered an investment entity of high
productive values as a part of the national economical and social
development. It is inhabited by more than one million citizens, supports
almost 10 million persons of public and offers direct and indirect returns
of about $ 15 billion/year which is increasable (for tourism, agriculture,
fishing, petroleum, minerals, quarries, cattle and small enterprises).

Throughout the last two decades, there was a rapid increase in the number
of declared protected areas in Egypt (from 13 to 30). However only a
small number of PAs exist in actual fact and many are as paper parks in
which no management occurs. The motivation to establish PAs is often
based on the perception that areas include important natural assets,
endangered biodiversity and enhance country's competitiveness in tourism
industry, so the principle was to declare first and manage later. Although
the political will to establish PAs may be strong, the will to budget for
their management has shown itself to be very weak, in the face of urgent
national priorities and frequent fiscal crises.

In recent years there have been increasing calls to transform paper parks
into managed PAs, and to establish new PAs to tap the ecotourism market
and to provide a measure of protection against development pressures.
Given the limited ability of government is to meet the costs of
management, alternative sources of revenue are being explored.

Pressure to establish self financing PAs is also coming from international
organization and donors, who often bear the capital start-up costs and
want to assure that their investment are secure. The implementation of
mechanisms for financial sustainability has become a routine
conditionality of loans and grants for PAs.

There are serious financing gabs for PA system which does not receive
sufficient funding to manage PAs effectively. The current financial flows
are nowhere near enough to fund the existing PA network, let alone to
finance needed expansion. Under current conditions PAs are likely to
remain under funded and it is hard to imagine that Government will meet
PA financing needs. Increasing fund raising for PAs is inevitable and
retaining the generated resources for PA development is a must.
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2.6

PA funding needs and financing mechanisms are dynamic, partly as a
result of growth in PA network and due to increased expectations from the
public as to what PAs should deliver. External pressures and social costs
of PAs are also increasing, in the face of population growth and economic
expansion. Changes are also occurring in markets and consumer
confidents, creating new opportunities for financing PAs. There is
growing demands and willingness to pay for nature tourism. Additionally,
there is a growing need to justify PA finance in term of its contribution to
broader socio-economic development. Retaining, investment and sharing
mechanisms of PA generated resources have to take these dynamics into
consideration and to respond with more flexibility.

3- International Commitments to PA Financing:

3.1

32

33

Regardless of PAs different objectives or management regions, all of them
share common rational and overarching goal-effective biodiversity
conservation, including natural, cultural, historical and socio-economic
aspects. Likewise, a key goal and need, in raising funds for PAs is to
contribute towards more effective biodiversity conservation as well as
contribution to human well-being, poverty reduction and sustainable
development. The international Convention on Biological Diversity
(CBD) provides the mandate for countries to generate and allocate
resources to biodiversity conservation and PAs.

In addition, it established the Global Environment Facility (GEF) as the
interim financing mechanism with parties of the convention. The adoption
of the Millennium Development Goals (MDGs) as well as the re-framing
of conservation in terms of "ecosystem services" in the Millennium
Ecosystem Assessment, both has profound implications for PAs in terms
of the actual or potential contribution of PAs to poverty reduction as well
as the more conventional goals of conservation and sustainable use of
nature resources. The World Heritage Convention (WHC) requires Parties
to secure sufficient resources to ensure the identification, protection,
conservation, presentation and transmission to future generations of sites
of cultural and natural heritage.

The Government of Egypt is committed to fund PAs, by subscribing to
many international conventions and agreements that call for biodiversity
conservation, such as the CBD, WHC, CITES and Ramsar. Through its
stated policy goal, and as a component of the sustainable development and
poverty reduction targets that were endorsed in the WSSD outcomes and
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MDGs. Specific calls for actions on PA financing have been developed in
the Program of Work on PAs adopted at CBD-COP7 and the Ad Hoc
Open-Ended working Group of PAs (2005). Government should insure
that these targets and indicators are met.

Increasing funding of PAs is not a demand, it is an obligation. These
official statements provide a rational, and justification, for Government to
fund PAs, while the identified funding needs should form the basis of
Government responses to its commitments.
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III - Present Financial Status of PA System in Egypt:

1- Institutional Context:

1.1

1.2

1.3

The Ministry of State for Environmental Affairs (MSEA) and its
executive arm The Egyptian Environmental Affairs Agency (EEAA) form
the higher authority in Egypt responsible for promoting and protecting the
environment. EEAA structure includes 4 main sectors for Environmental
Management, Environmental Quality, Nature Conservation (NCS) and
Financial and Administration.

The NCS is entrusted to protect, manage and develop Egypt's wild
resources by conserving the natural biological diversity, preserving
representative samples of the country natural resources and ensuring that
the use of the nation's wild resources is sustainable and economically
productive. NCS is also responsible to establish, develop and manage a
network of 30 PAs of an area 150,000 square kilometer that represent, the
natural capital over 15% of the nation land and sea, and will be expanded
to 40 PAs on 17% of the country by 2017.

The NCS is comprised of 2 central departments, Protected Areas and
Biodiversity as well as a technical office (general department) and a
financial and administrative department (of 2 sections of finance and
administration). The later department provides support and services to
NCS-HQ, six PA regions, PA network and biodiversity conservation
activities which are far over its capacity.

2- Legal Context:

2.1

Law 102/1983: is the basic legislation for PAs, which is concise and
powerful. It provides the executive rules, conditions and regulations of
establishment and management of PAs as well as penalties for violations.
It defines PA as "any area of land or coastal or inland water which is
characterized by special flora, fauna and nature features having cultural,
scientific, touristic or aesthetic value, and to be declared by a Prime
Ministerial Decree according to a proposal from EEAA".
Article 6: Stipulates to establish a PA special fund (PAF) that receives all
money, gifts, grants provided to PAs and the visiting fees if exist, as well
as penalty returns of applying the provisions of this law. All these money
are to be allocated for the following purposes:
- Support budgets of entities responsible to enforce the rules of this
law.
- To share in improving PA environment.
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2.2

23

- Develop necessary studies and researches for PA field.
- Pay incentives for crime guides and arrestors to who violate this law.

The Prime Ministerial Decree 240/1990; for the internal regulations of
PAF:

Article 2: The resources of the fund are:

- Money allocated to it by Government within the general budget.

- Gifts, grants, willingly offers and voluntary support that are accepted
by the Board of PAF.

- Visiting fees of PAs.

- Fines due to enforcement of law 102/1983.

- Profits of investment of Fund resources.

Article 5: The board of PAF is composed by a Ministerial Decree, and
headed by EEAA-CEO.

Article 6: The board convenes at least monthly or as needed by an
invitation from The Board Head. The decisions of Board have to be
endorsed by the Minister of state of Environmental Affairs within 10 days
of the meeting.

Article 7: The board of PAF is the responsible authority to deal with its
activities according to these internal regulations, especially for:

- Developing plans and programs for the Fund activities within the
framework of the State General Plan and to follow up their
implementation.

- Preparation of necessary programs and studies to promote PAs.

- Adoption of the proposed annual budget of The Fund and endorse the
final account.

- Administration of The Fund resources and set rules for expenditures
and resources development.

- Taking in consideration the subjects delivered from the Minister of
State of Environmental Affairs to PA Board.

The Prime Ministerial Decree 264/1994; issues the terms, conditions and
obligations to run activities in PAs. It stated that any activity in PAs is not

allowed unless having a permit from EEAA according to these special
terms and condition. The request for any activity should be submitted to
NCS including designs, drawings and the executive program for all
phases, in addition to a comprehensive (strategic) EIA of the activity
before issuing the permit. The permit will be in return to a concession
payment (user fee) defined by EEAA and to be deposited in PAF account.
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2.6

Law 4/1994 and its amendment by law 9/2009; for Environmental Affairs:
It defines the environmental protection and preventing or reducing its
degradation or pollution. Its components encompass air, seas, internal
waters protection, in addition to EIA commitments. Protected areas,
biodiversity and other natural resources are also included in some specific
articles in this law.

Article 5: stated the mandate of EEAA which encompasses the authority
to manage and supervise PAs as one item within 30 responsibilities.

Article 14: An Environmental Protection Fund (EPF) is to be established

in EEAA and its resources are as follows:

- Money allocated by the Government budget to support The Fund.

- Grants and gifts provided by the national and international
organization for the protection and development of environment
which are accepted by EEAA Board of directions.

- Judged fines and judged or compromised compensations about
damages to the environment.

- Resources of PAF stipulated by law 102/1983.

Article 15: EPF has a special entity, affiliated to The Minister of
Environment, the head of The Fund Board, and EEAA-CEOQ is his deputy.

The Prime Ministerial Decree 338/1995 Amended by Decree 1741/2005
of the Executive Regulations of law 4/1994 stated:

Article 7: the resources of EPF are as mentioned above in article 14 of the
law 4/1994 while the following resources were canceled from the old
regulations the law of 1995:

- Allocation of 25% of fees applied to air tickets purchased by national

currency.
- Revenues of the experimental projects by EEAA.
- Payments to EEAA about its services for others.

- Fees for permits issued by EEAA.

Article 8: defined 13 purposes for allocation of EPF resources, out of
them one item for establishment and management of PAs.

Prime Ministerial Decree 350/2007 about restrictions of ownership and

concessions in some regions:

Article 2: it is not allowed for companies and establishments to own or to

have concession right for lands or properties within the following regions:

- Strategic areas having military importance defined by the Presidential
Decree 102/2001 according to law 7/1991

- The adjacent regions for securing the international borders of Egypt.

- Islands in the Red Sea and Mediterranean Sea.
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- Antiquity areas and their securing zones.

- Protected areas.

- Coast setback of the Red Sea, Mediterranean Sea and Suez Cannel as
indicated by law 4/1994 of environment.

- All kinds of roads and their buffer zones as road law 84/1968.

2.7 Law 14/2012: issued by the Supreme Council of Armed Forces about
Integral Development of Sinai Peninsula.
It stated the same restrictions of ownership and rights of concessions
mentioned in The Prime Ministerial 350/2007 in addition to lease, for any
entity or individual.

2.8 State Council-Legal Advisory General Assembly's Opinion 210/2010:
PAs are considered a public domain which has been allocated for public
benefits. PA territories are not for ownership selling or any other kinds of
allocation. Permits can only be given for land or premises use in return of
concession payment for public benefit as the Prime Ministerial Decree
264/1994. EEAA has the loyalty and supervision rights on PA territories.

3- Procedural Context:

3.1 Budget Provision:
@) A 5 year plan is prepared by the Ministry of Planning according to

accumulated proposals from Ministries and other Governmental
entities about their planned projects within the next 5 years,
expected generated resources, the costs to be incurred and the time
span for each project, as well as the available and expected
donations to support the plans. The 5 year plan, after justification
in The Ministerial Cabinet, has to be discussed and approved by
the Parliament and endorsed by the President. Then the National 5
years plan is issued including allocations to each Ministry
according to the national priorities, available resources and social,
political factors.

(i1) It is worth here, to note that protected areas have a specific budget
line (code number) within The National Plan and The Annual
Governmental Budget, along-with another budget line for the
activities of EEAA, which gives PAs a special status of a budget
within EEAA.

(iii))  The Annual Governmental Budget is prepared for every financial
year (from 1% July to 30™ June) in the second quarter of the fiscal
year (April — June) by The Ministry of Finance on the basis of The
National 5 Years Plan, proposed annual planes from Ministries and
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@iv)

v)

other Governmental bodies, the available funding specified by The
Ministry of Planning and the actual needs and condition. The
Annual Budget is reviewed and approved by The Parliament prior
the start of the financial year and each Ministry is informed by its
budget.

The Ministry of State for Environmental Affairs (MSEA) usually
receives its annual budget via The National Investment Bank in
installments starting from month August or September as a part of
its 5 years budget. The annual budget is allocated internally to the
sectors and departments by The Financial and Administrative
Sector (FAS) according to an EEAA-CEO agreement and The
Minister's endorsement. The budgeting process continues during
the year, as the progress of projects may not necessarily
corresponding to the proposed expenditures and timing. Hence
within The Ministry, there is some flexibility by Sector Directors
in cooperation be the Financial and Administrative Sector and
approved by the Minister, to maneuver by funds between sectors,
departments and projects inside the same budget lines and
according to the progress of projects and activities implemented.

The flexibility becomes higher in the third and fourth quarters of
the financial year on the level of the Minister of Finance or The
Minister of Environment. Sometimes additional funds may be
allocated to the MSEA and subsequently to NCS.

3.2 Expenditures:

@

(i)

Procurement is the overall process of acquiring goods, civil works
and services which includes function of needs, selection and
solicitation of sources, preparation and award of contract and all
implementation phases of contract administration through the end
of services' contract or the useful life of an asset.

The Financial and Administrative Department (FAD) of NCS is
affiliated technically to The Financial and Administrative Sector
(FAS) of EEAA.

Requisition process starts at FAD including detailed description of
goods, civil works or services; quantity to be procured, required
delivery date and location, estimated price or cost and any
additional information. The requisition will be signed by NCS
Director, agreed by FAS Director who identifies the budget line,
be approved by EEAA-CEO and then endorsed by MSEA
Minister. This process starts only after having received the
allocated annual budget of EEAA and PAs which is often in
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(iii)

@iv)

v)

(vi)

September. Taking in consideration that according to the Ministry
of Finance regulation, it is not allowed to proceed new contracts in
the last quarter of the financial year. Accordingly the period
available to undertake the main phases of procurement must be
finished within 6-7 months annually. The rest of the year is spent
in preliminary or closing measures.

The NCS budget is specified in the Third Section of The General
Budget of Government for expenditure items of constructions and
buildings, equipment and facilities, vehicles and boats, furniture
and operating expenses. NCS holds, every year, a conference for
PA managers at June to review their achievements, obstacles,
expenditures, needs assessment and recommendations. In that
conference their proposals for the new financial year are discussed,
define their requirements and priorities. When NCS receives a note
from FAS about allocated budget which is probably in September
and as usual less than needs of PAs and the financial gab is
increasing, FAD starts distribution of the budget between PAs and
activities in coordination with them, then adopted by NCS Director
and endorsed by the Minister.

Once a requisition has been approved, funding and specifications,
statement of works prepared, request for quotations and invitation
to bid are decided depending on the nature and size of procurement
elements. Evaluation of offers conducted, then contract
established, awarded and implemented, goods inspected and
payment delivered as agreed terms.

All these processes are applied in close coordination between FAD
and FAC which take long time due to bureaucracy and shortage of
man power that results in insufficient exploitation of the limited
annual budget of NCS which is about LE 20 m (almost US$ 3 m)
and less than 60-75% can be used. In addition, FAC may deduct
NCS budget to cover some needs of other sectors and departments
of EEAA.

Regarding the salaries and wages of NCS and PAs personnel, they
are partially of The Ministerial bill and some are included in the
operating costs of NCS allocated budget. The whole NCS staff is
around 800 individual, 50% of them are mainly permanent
payment from The Governmental budget where the rest are
temporary employed by EPF. The average annual salaries and
wages expended in the last 3 years is around LE 6.5 m (almost
USS$ 1.1m), which are increasing to cover inflation and for more
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staff, although they are underpaid and the qualified individuals are
attracted to other jobs in private sector or abroad. The existing
number of staff represents 5 persons for each 1000 km* which is
very limited in comparison to international standards of
developing countries of 30 persons for 1000 km”. Recently, there
are directives from the Government, not to employ new staff on its
budget.

(vii)  The necessary staff to manage 30 PAs of 150.000 km” should not
be less than 2200 persons within the next 5 years. The average
annual expenditures of PAs per square kilometer is US$ 20 while
the international norm in developing countries US$ 150; in Kenya,
US$ 400, South Africa US$ 1000 and Vietnam US$ 1200. Even if
we need to reach a rate of US$ 100 per 1000 km® we should
multiply the recent budget 5 times. It is obligatory to develop NCS
and PA system by applying innovative solutions and smart actions
in order to generate more resources, use them properly, reach
financial sustainability and perform effective management.

4- Financial Resources:

4.1

4.2

The financial resources of PAs as stated in law 102/1983 and its
complementary Ministerial Decrees 240/1990 and 264/1994 mentioned
before are:

- Money allocated within The Governmental budget.

- Gifts, grants and voluntary support accepted by The Board of PAF.

- Visiting fees of PAs.

- Permit's payments for concessions.

- Fines of violations to law 102/1983.

- Investments of PAF resources.

The Governmental Budget:

It is considered the cornerstone of PA funding and is likely to remain so

over the near future for staff salaries and operation expenditures which

amount to LE 20 m per anon. However there are indications of shift of

such conventional funding to PAs due to new directions in public

spending and especially a renewed focus on poverty reduction, having

inevitably affected the amount of funding available to PA management

and biodiversity conservation, besides the recent suspension of

Governmental new employment.

Gifts, Grants and Voluntary Support:

@) There are some opportunities for PA system to receive external
funding from international and non-governmental sources which
are increasingly important share of foreign assistance, where the
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(i)

main recourses are still of national bases. At the meantime the
multilateral funds are now earmarked for broader sustainable
development and poverty alleviation. The focus of international
support to PAs, in terms of both goals and target beneficiaries, is
diversifying.

The major reasons of inconsistency of donor funded projects are
that PAs mostly depend on the grants with little national financing.
When the program is ended, PA development declines and be
failed due to un-sustainability. Sometimes the situation may be
worse by extremely centralized and bureaucratic way which
bilateral and multilateral development funds are functioning.

4.3  Visiting Fees:

@

(i)

The visiting fees of PAs are the main revenue generated from
visitors of PAs who exceeded 2.5 million during the stable
conditions of tourism in Egypt, and represent 80% of PA income.
They paid more than LE 25 m from only 7 PAs (Ras Mohamed,
Nabq, St. Katheren, Red Sea Islands, Rayan, Zaranic, Degla)
where the other 23 PAs don't apply any fees. The visiting fees are
under-estimated and range from LE 2-5 for an Egyptian and US$
3-5 for a foreigner. These figures were applied since around 10-15
years without any increase. Also, there is a great loss of income
due to evade paying fees as at the Red Sea, unequal collection of
boat fees at Ras Mohamed National Park and delaying fees
application at Wadi Gemal and White Desert PAs. The earning
from tourist visits has been subjected to frequent fluctuations and
was insecure during the unrest events in Egypt.

Revenue of visiting fees could be greatly increased at normal
circumstances by the expansion of fees application at more PAs,
along-with providing better visitor services and efficient
management of PA, as well as restructuring the fees to be more
realistic and in line with the value of PA and cost of protection.

4.4 Permits for Concessions:

@

Concussions are one of a number of market based mechanism
known as user fees or charges to get revenues of commercial based
activities or services within PAs (as tourism, mining, oil
extraction, fish farms, cell-phone stations, hunting, diving centers,
restaurants, ecolodge facilities, souvenir shops, films, ...etc).
Government body tends to lack the economic experience and
business "know-how" necessary to be successful in running a for-
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(i)

(iii)

profit operation and be restricted in their ability to innovate and
respond to changes in consumer demands.

Therefore, Governments are increasing favoring private sector
concessions within PAs and also involving community
organizations and NGOs. This process of concessions
development involves 3 basis (1) legal and policy framework for
contracting (2) how concession opportunities are defined,
structured, priced and brought to market and selection of suitable
operators (3) contract management and oversight outlines best
practice once an operator is in place.

In EEAA-NCS, there is no constructive basis for evaluating,
contract, manage and monitoring concessions. A committee for
concessions had been established by a Ministerial Decree in 2003.
However it lacks the experience to run such business and it
assesses revenues with fair principles about feasibility studies,
economic values of PAs and community responsibilities.

The committee studies the project or activity as requested from an
individual or a company and awards a direct contract with him/it
without any bid process or business study of PA.

Concessions in PAs represent a limited income of about 3% of the
total revenue generated. In addition, there are some projects and
activities exist in PAs without any payment for concessions like
petroleum extraction, agriculture, mining, quarrying, fish farms
and tourism; due to some conflict of interest between the
representative ministries or authorities and EEAA, which should
be resolved. The revenues generated from PA concessions could
be greatly increased by development the methods by containing
social and environmental commitments, considering legal and
financial  responsibilities and improving concessionaire
qualifications.

4.5 Fines of Law Violations:

@

This income is a return of enforcement of law 102/1983 and law
4/1994 within PAs; however it is a windfall income and would not
be reliable as it is applied for the rehabilitation of that damage
happened to the biodiversity and natural resources of PAs. As an
example, in 2002, a penalty was paid for a ship crashed into the
coral reefs of Ras Mohamed National Park which was amounted to
LE 35 m. However, penalties cannot be considered as, a source of
financing, but a tool of compensations.
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4.6

(i1) The violations are discovered and investigated by PA rangers who
develop a technical report describing the damages happened and
their financial assessment, which will be issued to NCS Director
where be reviewed and justified, then send to The Legal
Department and The Minister of Environment for decision. Most
of violations entered into settlement processes sometimes without
share of NCS, and rarely the case was sent to the court.
Unfortunately, these settlements under estimate the damages and
become not deterrent and used just as a source of income to EPF.
In addition, unfair incentives were awarded to rangers who
arrested the violations, and were subjected to danger, which
discourage them to get into these disputes or injuries that may
accompany these actions.

Investment of PA Fund Resources:

Although this item was indicated as one of sources of PAF issued by the
Prime Ministerial Decree 240/1990, it has not been functioned or
exploited though the last two decades. This term open a wide spectrum of
activities and partnerships which could lead to self financing, support
efficient management, adequate biodiversity conservation, social support,
subside new PAs, co-sharing with private sectors, NGOs and local
communities. A set of regulations are needed to activate this item
according to the existing investment laws.
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IV- Conditions and Constrains:

1- Financial Sustainability:

1.1

1.2

PA financial sustainability can be defined as "the ability to secure
sufficient, stable and long-term financial resources, and to allocate them in
a timely manner and in an appropriate form, to cover the full costs of PAs
and to ensure that PAs are managed effectively and efficiently with
respect to conservation and other objectives".

In short, financial sustainability is not possible without strong and
effective institutions for PA management. Institutional weakness may
prevent NCS from spending the funds allocated by government, much less
any additional funds from external sources, primarily because NCS is not
well organized and seriously understaffed, besides long delays for budget
allocation and expenditure.

Financing mechanisms can provide an important tool for facing broader
obstacles to effective PA management. In addition to raising more funds,
there is a need to address the quality, form, timing and duration, targeting
and sourcing of financial resources. Therefore we must consider the
following elements for PA financial sustainability:

@) Building diverse, stable and secure funding portfolios to minimize
funding risks and fluctuations.

(ii) Improving financial administration and effectiveness to ensure that
funding is allocated and spent in a way that supports PA finance
needs and conservation goals.

(iii))  Taking a comprehensive view of costs and benefits that covering
the full range of PA costs, ensuring those who bear PA costs are
recognized and who benefit from PAs make a fair contribution to
their maintenance.

(iv)  Creating an enabling financial and economic framework that
overcome market, price and policy fluctuations or act as obstacles
to PA financing.

) Main streaming and building capacity to use financial tools and
mechanisms which are factoring financial analysis and
mechanisms into PA planning process.

2- Business Planning:

2.1

A business plan is recognized as a tool used, as part of an integrated
efforts to ensure long-term and stable funding to meet PA management
objectives. This tool pursues to resolve the complexity of a management
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2.2

23

24

25

plan into a comprehensive sequence of programs and activities,
identifying necessary resources and potential alternatives to achieve them.

NCS business plan intends to guide an integrated process to ensure
financial sustainability of PA system. It should be conceived as a master
plan for NCS sustainability considering different social, economic and
political issues affecting PA system and biodiversity conservation in the
country. Besides, it would go beyond ensuring resources to bridge its
financial gab, to allow and facilitate effective participation of different
stakeholder directly or indirectly to native conservation policy.

NCS business plan should demonstrate a comprehensive approach
towards two elements; an enabling environment to facilitate financial
sustainability and appropriately addressing both supply and demand
aspects of financing. An enable environment considers appropriate
policies and systems that allow a favorable legal and institutional
framework, as well as the necessary incentives for PA staff to generate
additional resources and take full advantages of opportunities available for
improving PA financial sustainability.

It should be taken in consideration that the financial plan is a component
of an overall business plan, which in turn is one element of a management
plan for PA. The management plan provides the essential policy
framework for the business and financial plans, by clarifying the
management objectives of PA, the relevant users, the financial needs of
PA and the resources available. This information feeds into the business
plan for PA which examines in more details the customer base, goods and
services, marketing and implementation strategy for PA. This information
in turn contributes to the financial plan for PA, which further details key
assumptions and provides a break-even analysis and profit and loss
projections. All plans feed back into each other as a flow of information.

Also, technically, the financial and economic assessments mean very
different things to economists. A financial assessment looks at an
intervention from the perceptive of a single business unit like PA, and
uses prevailing accounting prices. An economic assessment, by contrast,
looks at the impact of the intervention from the perspective of society; and
it considers the shadow price or opportunity costs that reflect the real
values. Both economic and financial assessments are important in
business planning and convincing decision makers and stakeholders.

The business planning has been experienced in PA system in Egypt
through the project of Capacity Building and Institutional Support to NCS
2005 — 2008 and produced 3 business plans for Wadi El Rayan, Wadi El
Gemal and Ras Mohamed PAs. It should be acknowledged that business
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planning process is in its preliminary stages and have not practiced and
should be further improved, update and applied. Business planning is a
continuous process rather than isolated document which needs
establishment of enabling environment for its preparation and
implementation.

3- Institutional Development:

3.1

32
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Institutional Reform of NCS:

By 2005-2006, through two Egyptian-Italian projects cooperation
(capacity building and legal framework), a comprehensive studies and
documents were produced to develop NCS towards an autonomous
economic institution as a Nature Conservation General Authority with
defined justifications, clear mandate, detail organizational structure and
proposed presidential Decree for its declaration. This authority is
considered the efficient body to carry out the functions of PA network
over 15% of the nation and conservation of wild biodiversity over all
Egypt. Unfortunately the process stalled in the office of The Prime
Minister. Many tries along the previous years to re-survive the process up
to the recent year 2013, however have been postponed. In reality the
establishment of NCS General Authority is the most suitable long-term
solution to achieve self financing, world standard PAs, maintenance of
endangered biodiversity and increased support to national economy and
social equity.

Reform of the Existing NCS Structure:

Not only, the recent structure of NCS is not appropriate for the scope of
authorized works, international commitments, expanded geographical
areas of PAs and national responsibilities of biodiversity convention, but
also it suffers from un-detailed structure, shortage of staff and insufficient
financial resources to tackle its responsibilities.

On the other hand, NCS subsidizes the other EEAA sector through its
resources in EPF and by deducting from its governmental budget, as well
as the tourism sector by applying low visitor fees of PAs or no fees at all.

Updating of NCS organization can resolve partially the problems and
challenges met, and can provide a short term or immediate solutions that
construct a preparatory base for the prospected NCS General Authority.
The detailed sub-organization of NCS structure must be established in
cooperation between EEAA and the Central Agency for Organization and
Administration (CAOA) in order to build subunits of the central
department of PAs and biodiversity, the general departments and
departments on the levels of NCS-HQ and PA regions, as well as
individual PAs.
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3.5

To foster the financial sustainability, two departments at NCS need
careful and immediate consideration. The first one is the financial and
administrative department which has to be upgraded to a central
department including three main departments of finance, administration
and technical services, and to get the status of an account unit that has the
direct responsibility to NCS budget in parallel with Finance and
Administration Sector of EEAA. The second one is the general
department of biodiversity economy which should be functioned with
three main departments of natural economy, PA investments and
marketing.

The important constraint to establish the detailed structure of NCS is the
governmental policy for suspension of new permanent employment for
the time being. This issue can be overcame by an agreement on a schedule
of temporary contracting staff on the expense of PA revenues at PAF
considering a priority for the two mentioned central departments, in
addition to pilot PAs. This agreement shall be supported by CAOA and be
endorsed by the Minister of State for Environmental Affairs.

4- Activation of PAF within EPF:

4.1

4.2

As mentioned before, the recourses of PAF are established by law
102/1983 and are considered one of the sources of EPF as indicated by
law 4/1994 and law 9/2009. Legally PAF exists and should operate as
stated by law 102/1983, and its presence within EPF does not eliminate its
entity or its commitments. All resources provided to PAF by law
102/1983 must be delivered to its special account and to be expended in
the directions determined to it by law. At the mean-time, we would
remind that PA system has its special budget line (code number) in the
governmental budget which is identified from other EEAA activities
budget line.

In all cases, it is obligatory, legally, that PAF account will satisfy all its
purposes stated by law, and which exceeds their needs can be allocated to
other activities of EPF. We should note that the establishment and
management of PAs is an activity out of 13 activities stated to EPF by law
4/1994 where it receives a very little fund that not exceeds 5% of PAF
deposits that forms more than 80% EPF resources. This situation has to be
reconsidered by the decision-maker to satisfy the needs of PAs. On the
other hand, if APF develops its resources efficiently, exploits the available
legal opportunities of revenues generation and support PA efficient
management, its income will be multiplied which covers in short-term the
basic needs of PA system and biodiversity conservation and the extra
resources can support EEAA activities. Additionally, in the long term,
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4.3

NCS will reach self financing without burden on the governmental budget
along with many befits to national economy and local communities.

To that end, PAF exist by law, and should have its special account within
EPF, where all its resources by law 102/1983 will be delivered to that
account in coordination with NCS. The expenditures from PAF account
will be according to its regulations issued by the Prime Ministerial Decree
240/1990. The Board of EPF can operate for PAF by holding special
sessions to implement PAF objectives. NCS director and a representative
of the Ministry of Tourism will be permanent members of EPF and the
two directors of PAs and biodiversity and a representative of National
Federation of Tourism Champers are invited to attend the sections of PAF.
In the case of adopting the establishment of NCS General Authority under
the umbrella of the Ministry of State for Environmental Affairs, which is
the best option, PAF will be separated from EPF and be affiliated to the
Authority. It will have an independent entity and operates to achieve NCS
Authority policy and objectives and can support EEAA activities.
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V- Available PA Revenue Generation Tools:

1- User Fees:

1.1

1.2

1.3

2-

2.1

The user fees cover several possibilities that include: visiting fees,
admission fees for special attractions, fees for hiking, diving, guiding
tours, camping, picnicking facilities, publicity, events, exhibitions, films,
researches, etc. For each PA there are a lot of opportunities which can be
carefully selected, well organized and properly performed.

User fees are considered the main resources of fund generation at PAs and
can be collected by their own staff if they are evaluated according to site
value, service quality, willing to pay survey and constructed stakeholder
coordination. The provided resources from user fees can satisfy PA
operations and subsidies other less visited PAs.

We have to consider that collecting user fees involves costs and special
expertise to provide many services for which fees are paid. These are
often more efficiently and effectively run by a business which is driven by
profit motives. The existing visiting fees are applied in 7 PAs only and
must be re-evaluated as they were structured since 10-15 years, while
many PAs can apply these fees in the nearest time, in addition to other
user fees can be put into action.

The user fees are issued by a Ministerial Decree according to a proposal
by NCS director after consultations with main stakeholders. This process
should be accompanied with provision of proper services and good
facilities in PAs, as well as sufficient qualified staff for effective
management. As an experience, many tourists visited PAs in Egypt
presented their willingness to pay double and triple the entrance fees if
they are sure that money will be transferred for establishment of suitable
services and for better nature protection of PAs.

Concessions and Lease:

Concessions are one of a number market-based mechanism known
collectively as user fees from commercial activities which can be directed
toward supporting PAs and other conservation efforts. Although
government plays the important role in maintenance and management of
PAs, when it comes to commercial activities (like tourism) and running a
for-profit operation, it tends to lack the economic funds and business
"know how" necessary to be successful. Furthermore the state-run
concessions that exist tend to be restricted in their ability to innovate and
respond to changes.
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2.2

23

24

Concessions are usually undertaken with the privet sector but can also
involve community organizations, NGOs and other non-for-profit
enterprises.

The Prime Ministerial Decree 264/1994 allows payment for permits given
to activities in PAs which favors its development in return to payment for
concession (as user fees). These fees are charged to concessionaire who
profit from operating tourism activities, lodging, food and beverage,
guiding, boats for diving, fishing, hunting, yachting, cruise-ship, and
others. Other concessions can include mineral exploitation, oil extraction,
quarries, agriculture, fish farms and phone cell stations; but an extreme
care must be taken to ensure that income generated from these activities is
compatible with PA conservation objectives.

Lease may also be used to generate revenues. It allows an individual or
organization to use a piece of land or sea or a construction for an agreed-
upon fee and for a time limited period.

It should be noted that activities permitted within PAs are matching with
law 102/1983 and Decree 264/1994, while it is forbidden to provide rights
of ownership or concessions on PA land or sea, as it is part of the public
domain in the favor of public benefits. These conditions are stated by the
Prime Ministerial Decree 350/2007 and law 14/2012 for Sinai
Development (this law prevents lease as well). The existing concessions
within PAs shall be reviewed and justified according to these conditions.

3- Partnership and Benefit Sharing:

3.1

32

In recent time a collaborative management approach between the
government and private sector is expanded and encouraged to exploit its
experience in economic management, flexibility in investments decision
and better response to market changes. The government issued law
67/2010 to organize the privet sector partnership projects (PPP) in
infrastructure, services and public facilities. This law liberates the
government from fasten regulations of investments and bids. It stated that
the contract period will not be less than 5 years and not exceeds 30 years
from the time of complete establishment. The administrative authority will
organize and supervise the contracted enterprise and ensure their quality.
It has the right to amend the conditions, development, work bases,
services values and product prices to achieve the project objectives.

The Prime Ministerial Decree 240/1990 of PAF regulations indicates that
PAF resources include the profits of investment of its resources. This
gives EEAA-NCS different opportunities to invest these fund resources
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individually or by joint-venture with private sector under the umbrella of
law 67/2010. In this case development of PA services and operation
facilities can be established as collaborated projects according to an
agreed master plan to reach specific standard that attracts high quality
visitors, generate good income and involve local community in
constructions and operations. It is recommended to engage in projects of
period 5-10 years which can be extended after assessment; PAF will
contribute with not less than 51% of the project budget, has the right of all
constructions will be owned by PA by the end of the project and
breaching the contract.

Along with private sector co-sharing, PAF investment may include
contracts with local communities and NGOs to operate services, fee
collections, visitor centers, camping, beach facilities, ecolodges,
cafeterias, etc. There are increasing emphasis in involving local
communities in PA management and ensuring that they benefit from them
and biodiversity conservation. In some cases to enable communities to
invest in alternative livelihood options that can replace activities causing
harm to biodiversity.

NCS has to build its capacity and initiate efforts to develop partnership

with relevant stakeholders and guarantee their functions, rights and

responsibilities. In general, the partnership should identify the following:

@) The range of sustainable uses of PAs can provided.

(i) The functions and responsibilities assumed by each stakeholder.

(iii)  The specific benefits and rights granted to the partners.

(iv)  An agreed set of management priorities within management plan.

) Procedures of collective decision making and overcome conflicts.

(vi)  Mechanisms for enforcing agreed decisions.

(vii) Rules for monitoring, evaluating and reviewing the agreement
plans.
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VI- Rationalized Procedures of PA New Revenue Generation
Mechanisms:

1-

1.1

1.2

Concessions:

Concessions are contracts to individuals and business to conduct
commercial activities which are considered as user fees which can support
PAs management and conservation efforts. They include eco-tourism,
agriculture, telecommunications, commercials filming, fish farms, oil
extraction, mineral exploitation, quarries and others. Referring to laws
102/1983 and 14/2012; and Prime Ministerial Decrees 240/1990,
264/1994 and 350/2007; they stipulate:

(i) Payments for permits are given to activities within PAs in return to

concession agreements (as user fees).

(i1)  Sources of PAF include the investments of fund resources.

(iii) It is forbidden to provide rights of ownership or concessions on land
or sea inside PAs; while in Sinai, lease of land is also forbidden in
PAs.

So concessions contracts in PAs are permitted for activities only
under specific conditions of decree 264/1994. Also lease for
activities can be viewed as a form of concessions or user fee
contract.

The Following Principals and Their Identified Indicators Are To Be Taken
in Consideration For Concession Contracts:

(i) Concessionaire qualification: in order to make sure that PA makes a
profit to help fund management operations and to present his ability
for that.

Indicators are:

- Financial Capital of the concessionaires.

- Practical experience and level of staff education/training in the
field of work.

(i) Legalized responsibility: EEAA-NCS as granted to PAs is the
authority to terminate a concession contract for the breach or non-
fulfillment of the contract terms.

Indicators are:

- Contract length between 5-10 years and can be extended with
privilege to that involve local community and increase capital
investments.
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- Facility ownership after concession may revert to PA or
compensated according to the based value and consumer price
index.

- Fines and fees applied in the event of a breach, non-fulfillment of
the contract and in case of environmental damage.

(iii) Financial responsibilities: the concessionaire pays a user fee that can

@iv)

v)

involve various forms from a set annual fee, a flat fee in conjunction

with percentage of the gross revenue, to a percentage of all revenue

earned.

Indicators are:

- Performance bonds are used to cover any costs incurred by PA
system that concessionaire has failed to carry out. It will value at
10% of the annual payment and be mentioned 6 months after the
concession expires.

- A fixed or flat rate for renting a concession service is commonly
used to charge a concessionaire, sometimes a portion of the net
revenues can be applied.

- Concessions must demonstrate their financial success. They are
also responsible for all maintenance and repairs of facilities and
lands they lease.

Environmental responsibilities: the contract involves measure to

minimize environmental impacts and may require management

plans for waste disposal, infrastructure development, water use and
recycling efforts.

Indicators are:

- To ensure harmony between business, development and
environmental protection by applying sensitive design of
infrastructure, master site planning, ecologically and socially
conscious site design and landscaping. Monitoring is needed to
assess the fragility of ecosystems and socio-cultural components.

- Use of innovative alternative energy sources such as solar power,
wind power, natural gas and biomass; ecological waste treatment
and water rational use are essential factors.

- Concessionaires shall develop an EIA, management plan of the
business and risk assessment for environment, works and socio-
cultural features before contract.

Empowerment responsibilities: communities in and around PAs
may depend upon natural resources within PAs for their livelihoods.
A focus in the contract will be development and small business
opportunities for them, which reflect positive attitude towards PAs.
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2-

2.1

Indicators are:

- Capacity building and technical training of local communities
can create employment and assist in community-based
management of PAs.

- Concessionaires are required to employ/hire local communities to
run some activities and to be included in their efforts.

- Concession management plan specifies any revenue sharing for
local communities.

- Small enterprises could be developed or supported by PA system
to encourage local investors/communities.

Joint Venture Partnership:

PA financing mechanisms that have emerged in recent years including

partnerships of PAs with private sector, NGOs and local communities as

well as joint venture contracts with investors offer a great chance of

substantially revenue increasing for PAs in the future, and can also help to

stimulate broader improvements of PA management and sustainability.
The partnership with private sector can be addressed under law 67/2010
through (PPP) sharing and may be under Building Operating Transfer
(BOT) or Development Operating Transfer (DOT) agreements.

Any Company Intends to Invest in PA Partnership Has to Consider the

Following Factors in The Start Process:

@

(i)

(iii)

@iv)

Define the opportunities that exist in PA which justify investing
money and how their operations are secured with PA.

The current land/tenure system in PA and how long does it take.
Remember that lease rights are applied only for the use of natural
resources for the agreed business, however no rights in terms of land
ownership; PA remains a state land.

Explore the benefits expected from this joint venture partnership to
the community and the private operator, how is managing the
relationship with PA, and what are the potential challenges may be
met.

Inspection, identification and selection to be conducted to the sites
and the criteria of partnership are suggested. Determine the
objectives and expected pattern that coverage the core business
interest and management.
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23

24

(v) The financial structure that ensures some cash flow to the
community and the non-financial benefits can both parties gain.

(vi) How is the agreement reached and formalized to satisfy both
partners and who are responsible for its signing.

2.2 Main Procedures that NCS Can Follow for Building Partnership in
PAs:

(i) Identify the key PA interests of various groups; potential range of
products and services that can be used by some groups without
diminishing these of others.

(i) Recognized priority of concerns for local communities; how PA
management can help meet local needs.

(iii)) Stimulate informed advocacy; take account interests of various
groups in the political and financial decisions, reinforce the support
of interested groups, structure education and information programs.

The proposed model for partnership will contribute to better coordination
and collaboration between NCS and sustainable development. It will be
more effective in resolving management problems, and avoid duplication
of efforts in and around PAs. The efforts of various stakeholders in those
areas for conservation, development, education, marketing, awareness,
research, etc. will be integrated and oriented towards common goals.

There is increasing recognition that PAs need to involve and benefit local
communities and a range of mechanisms have been developed to share PA
benefits locally, having a variety of aims and take various forms. In some
cases they aim to enable communities to invest in alternative livelihood
options that can replace activities harms to biodiversity. In other cases,
community financing may involve in PA management or to run specific
services.

Small enterprises represent essential investments to local communities,
providing them with job opportunities and employment which support
their long-term economy, social equity and poverty reduction. It needs an
integrated economic plan based on productive foundation and feasibility
studies. Concentration on small business is a main objective, while cannot
replace big investments because each of them consolidate the other.
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More deep studies are required for developing proper partnership
templates and guidelines to increase cost-effectiveness PA management
and applying benefit-sharing mechanism.
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VII- Rationalized Procedures for PA Revenue Retaining and

Sharing:

1- Justification of PAF Functioning in EPF:

1.1  Legal Reasons:

@

(i)

PAF was established by law 102/1983 and operates according to the
Prime Ministerial Decree 240/1990. The PAF resources represent
one component of EPF by law 4/1994 where PAF exists and is
functioning by law 102/1983 including its income resources and
expenditure purposes. PAF is present and operates as law 102/1983
rules.

Law 102/1983 stipulates the kinds of PAF resources and the
directions of disbursements of all these resources, while the
expenditure purpose of EPF are indicated by the Prime Ministerial
Decree 1741/2005 for the Executive Regulations of law 4/1994 and
law 9/2009, which cannot cancel or change any provision of law
102/1983. In addition, the Internal Regulations of PAF were issued
by a Prime Ministerial Decree 240/1990, while that of EPF were
formulated by EEAA in agreement with the Ministry of Finance
which cannot amend the Ministerial Decree of PAF. i.e. PAF cannot
be dissolved or vanished within EPF and legally provides its
functions by law 102/1983.

1.2  Institutional Reasons:

@

(i)

EPF has its special entity and its resources will be allocated to
achieve its purpose, which are specified by 13 items in article 8 of
the Executive Regulations of law 4/1994, out of them only one item
concerns the establishment and management of PAs. In the same
time, PAF represents the superior source of funding EPF (exceeding
80%), while PA system receives a very little fund of this income
(around 5%). Although PAF is the richest element of EPF, the PA
system is suffering from under-budgeting which in turn affects the
main function of protection for the natural heritage and conservation
of biodiversity, also, PA generated revenues are decreasing.

As the EPF Board of Director is responsible to follow up its
resources and disbursements and undertakes decisions to achieve its
objectives, it will follow up the detailed income that has been
charged in each component of EPF resources and disbursements of
the adopted annual budget of the fund. I.e. EPF has to be transparent
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1.3

for how much moneys have been delivered to PAF according to law
102/1983 and where they are spent.

Accounting Reasons:

(i) Since the EPF resources are determined by law 4/1994, each of
these components has to have its specific account and be clear for
the Board and audit, as well as the details of what has been paid in
and out these accounts. Accordingly EPF can present proposals to

motivate increasing these revenues to generate more income.

(i) All money which are supplied to PAF within the context of law
102/1983 and its complementary decrees will be detailed recorded,
monitored and expended in contribution with NCS. PA system has
code number within the National General Budget, logically; its PAF
will have specific account number within EPF by law 102/1983.

2- Proposed Procedure to Retain PA Revenues:

2.1

2.2

23

Law 102/1983, Article 6 Stipulates:
To establish a PAF that receive all money, gifts, grants provide to PAs
and the visiting fees when exist, as well as fines of law enforcement.

All these money are allocated for the following purpose:

(i)  Support budget of entities responsible to enforce the rules of this
law.

(i) Contribute in improving PA environment.

(iii) Develop necessary studies and research for PAs.

(iv) Pay incentives to who guide to crimes and arrest violators of this
law.

PAF Account:

According to article 6 mentioned above, a special account for PAF has to
be determined within EPF (or sub-account) where all resources generated
by PAs, as stated in law 102/1983 and PM Decrees 240/1990 and
264/1994, will be directed to this PAF account. Also, all these resources
will be allocated as stipulated by law 102/1983 and its complementary PM
Decrees.

Principles of PAF Allocations:

(i) NCS, through the PA system, entails the full responsibility to
execute all the purposes identified to PAF disbursements for
enforcement of law 102/1983, enhancement of PA status,
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(i)

monitoring and researches, and catchment of violations and defining
their damages and costs, in addition to other tasks concerning PA
management.

NCS carries out these actions in cooperation with many other sides,
like some EEAA departments, police, coast guard, navy,
prosecutors, universities, NGOs and communities.

In that concern, NCS will hence-forth have the right to retain the
majority of revenues generated by PA system (not less than 70%)
that have been delivered to PAF account. This amount of fund will
be directed mainly to develop PAs to reach the basic international
standard according to a 5 years plan with specific priorities, looking
forward that some individual PAs will reach the optimal level.

The rest of revenues generated (almost 30%) will be distributed
according to a certain criteria to support EEAA and other parties
which cooperate with PA system to achieve its objectives.

24  PAF Board:

@

(i)

(iii)

EPF Board can be responsible to administer PAF Board through
special sessions as stated in PAF regulations, issued by the Prime
Ministerial Decree 240/1990, while NCS-Director must be a board
member and the two directors of Central Departments of PAs and
Biodiversity, affiliated to NCS, will attend PAF sessions. Also, a
representative of the Ministry of Tourism will be trusted as PAF
board member, and a representative of the Egyptian Federation of
Tourism Chambers, will be an observer; taking in consideration the
important linkage between tourism and PAs.

NCS Director will present to EPF Board a national-level financial
needs assessment to enhance PA system based on the defined
funding gabs and priorities for PAs; and how to achieve cost-
effective management and PA development to basic and optional
scenarios of business plans. Accordingly EPF Board will adopt NCS
5 years and annual financial plans that determine the allocated funds
to PAs.

Generating and retaining more funds for PAs are necessary, but not

sufficient. PA financial sustainability also require general

reinforcement of PA management capacity in particular to:

- Become more responsive to the changing opportunities and
external demands.

- Strengthen institutional capacity to use financial and business
planning tools.
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- Establish more supportive economic policy and market
conditions.

- Involve a wider range of stakeholders in PA management.

- PA financial planning seeks to improve financial
administration, reduce costs and spend money more
effectively on achieving PA objectives.

2.5 NCS Authorization:

@

(i)

(iii)

@iv)

Some authorities of EEAA-CEO are needed to be delegated to NCS
director to be responsible to develop, operate and promote revenue
generation tools, as well as, to participate in revenue reallocation
mechanism to retain necessary funds to PAs according to approved
financial plans. In this regards, NCS director will coordinate and
cooperate with EEAA relative sectors, EPF and concerned
stakeholders to ensure cost-effective fund disbursement and use.
These authorizations will be in the contexts of NCS reform,
decentralize functioning and having a specific account unit.

NCS will develop an integrated series of plans that ensure financial
security of PA system, efficient management of individual PAs,
business planning of NCS and PAs, 5 years and annual work plans,
and financial plans, monitoring and auditing. Besides, NCS will
present accurate reporting to EPF Board in the sessions of PAF on
PA finical and management performance and biodiversity
conservation according to specific indicators, and the future actions
to be undertaken.

NCS will consider the indirect and opportunity costs, alongside the
local development benefits as key elements of PA funding needs,
targeting cash and in-kind support to groups who incur PA costs,
while also securing fair contribution from PA beneficiaries is critical
to PA financial and economic sustainability.

PA system requires that funds are managed in a way that promote
cost efficiency, long term security and provides incentives and
opportunities for PAs to generate and retain funds.

A more fundamental constraint is the low awareness among both
conservation and development decision makers, about the role of
PAs in supporting sustainable development and poverty reduction.
A key tool for NCS to raise awareness is the economic valuation of
PA costs and benefits to business and communities.

PA system will be integrated into broader development plans and
strategies including those oriented to poverty alleviation and
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national economy developing on participatory and scientifically
base process for planning.

3- Revenue Sharing Guidelines within PA System:

3.1

32

Criteria of Allocation:

@

(i)

(iii)

@iv)

v)

Revenue allocation formula will reflect PA success in generating
revenues and be incentivized in this regard, along with their
priorities and importance for national development.

Funds will be available across PAs according to solidarity bases
rather being retained at PAs that generated resources.

Management performance and biodiversity conservation will also be
among the selection factors for budgetary allocation, with efficient
management PA be rewarded for good achievements.

Special consideration to promote PAs that enhances the national
socio-economic development and support poverty reduction of
public.

A portion of revenues may be achievable to support biodiversity-
friendly development efforts of local communities, as well as
incentivizing stakeholders who may be paying into the PA system.

Process of Funding:

@

(i)

(iii)

Based on the arrangements arising from the above criteria, annual
and 5 years work plans of budgetary allocations will be prepared for
each PA and PA system. This will be based on a proper PA
systematic financial needs assessment and integrated financial plans
that are presented to EPF Board and adopted for PAF sources.

PA management and business planning are important tools for cost-
effective management and are essential in determining budgetary
allocation among and within individual PAs. Cost effectiveness will
be enhanced through efficient human development, capacity
building and institutional reform of NCS.

As revenues increased and retained for PA system, NCS capacities

will need to be increased in order to ensure cost-effective use of
funds. This will include development of proper methods for

46



@iv)

v)

allocating available funds across PAs and activities and for
monitoring of both conservation effectiveness and associated costs.

NCS will be in charge in preparing the integrated financial planes
including exploitation of all available resources from the national
budget, PAF retained revenues and donations. These planes will be
agreed by EEAA-CEO and endorsed by the Minister of State for
Environmental Affairs. Accordingly NCS, through its financial and
administration general department, will disburse fund to individual
PAs, regions and the central level. NCS will be responsible to
develop an accurate accounting system, efficient monitoring of fund
use and secured auditing.

Government will continue funding the PA system through the
National Budget, nevertheless the increasing generated and retained
resources to PAs. This attitude is important as a Governmental
commitment nationally and internationally to protect the national
natural capital and conservation of biodiversity in Egypt. The
national budget can be decreased to some extent, as PA revenues
increased, but not eliminated.
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VIII- PA Financing Policy Framework:

1- NCS Vision:

Establish and manage protected area network according to international
standards, encompasses the main examples of Egyptian natural capital,
essential ecosystems and endangered biodiversity; provided with enabling
environment, financial sustainability, autonomous management and
partnership with stakeholders and local communities. Integration with the
national development sectors, support the social equity and ensure benefit
sharing of genetic resources use.

2- NCS Mission:

Egypt has exceptional wild resources, unique desert ecosystems and
valuable natural treasures that underpin the national economy and tourism
industry. Recognizing the value of this biodiversity and its critical role in
maintaining and enhancing the well- being of the public, the Government
of Egypt in cooperation with concerned entities, nationally and
worldwide, is committed to maintain innovative management PA system
with financially self supporting. It ensures efficient conservation and
effective management of biodiversity in relation with economical, social,
environmental and cultural worth to successive generations.

3- Policy Structure:

3.1

32

33

34

Mobilizing and securing adequate funds to address a range of challenges
associated with biodiversity conservation and natural capital protection.

Diversify fund resources, using innovative mechanisms and including
multiple funding to achieve financial stability and sustainability,
considering the quality, form, timing, targeting, uses and source of
funding.

Management and administration of funds in a way that promotes cost
efficiency and management effectiveness, allowing for long term planning
and security and providing incentives and opportunities for generation and
retention of funds for PAs.

Considering indirect and opportunity costs as well as local development
benefits as key elements of PA funding needs, targeting cash and in-kind
support to groups who incur PA costs, while also securing fair
contributions from PA beneficiaries.

48



3.5

3.6

3.7

3.8

39

3.10

Undertake the suitable measures to identify and overcome the broader
market, price, policy and institutional distortions that act as obstacles to
PA funding and financial sustainability.

Factoring finance into PA planning and management process, creating
enabling financial and economic framework, and ensuring that there is
sufficient human capacity to use financial tools are essential factors for
improving financial sustainability.

Continuation of the government budget direct support for PA system is
reduced as the levels of revenue generation and retention are increased,
but not to be eliminated as it represents an important element for financial
security.

Business planning and cost-effective management and other tools of
systematic and integrated use of financial planning, expenditure of funds,
accounting, procurement, contracting and auditing of revenues provide the
proper foundation for financial sustainability.

Applying the principal of equity in allocating costs and distributing
benefits of revenue generation, who benefit most directly from PA goods
and services, should bear most cost of their management. Benefits can
come in the form of new business or employment opportunities or
improvement of community services and infrastructure.

Partnership and co-management agreements can improve management
efficiency, increase revenue generated and reduce costs. Stakeholders of
PA are encouraged to contribute by time, services and funds to support
PA objectives according to regulations. They are also consulted for fund
raising process.

IX- PA Financing Strategy Framework:
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1- The Goal:

Establishing an effective PA system operated by an autonomous entity on
solid economic basis, financial sustainability and innovative capacities for
cost-effective management.

2- Strategic Objectives:

Building a diverse, stable and secure funding portfolio.

Improving financial administration and effectiveness.

Creating an enabling financial and economic framework.
Mainstreaming and building capacity to use financial tools and
mechanisms.

3- Building a Diverse, Stable and Secure Funding Portfolio:

3.1 Principals of Fund Raising:

@

(i)

(iii)

@iv)

v)

(vi)

Fundraising begins with the development of budget for managing
PA and PA system at a desired level with the aim to completely
cover costs based on the budget.

Fundraising should be a consultative process that involves all
interest parties particularly representatives of major user groups.
Consensus among all involved should be reached before
implementation.

A diversified funding base provides greater security and flexibility
than reliance on a single source of funding. Effective revenue
generation aims to bring in a surplus in years of high seasons that
cover shortfalls of low ones.

Strategy aims to reduce, but not to eliminate, the level of direct
government support. While, it is not realistic that government will
be able to bear the full costs of PA management any time in the
foreseeable future.

Partnerships and co-management agreements can increase
management efficiency and reduce costs. Beneficiaries of PAs are
often willing to contribute time and service or able to carry out
management functions at a lower cost than PA administration.

The principle of equity should apply in allocating costs and
distributing the benefits from revenue generation. If PA is well
management, visitor fees and user-fees of infrastructure and service
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are generally perceived by users as reasonable and fair. As well as,
benefit sharing can provides a way to compensate those who have
been negatively affected by PA management activities.

3.2 Diverse Funding Portfolio:
We must recognize that PA system can only contribute to national

development if PAs are managed in a way that respects their conservation
objectives, encourage their active use, and create linkages to other
economic sectors. The Ministry of State for Environmental Affairs
whether or not able to meet the costs of this type of management, it needs
to provide legal and institutional arrangement that support PAs financing
and revenue generation and refunding for cost effective management.

For the smooth and efficient operation of revenue generation process,
partnership with private sector, NGOs, community groups and
commercial users should be fully exploited.

Financing mechanisms can provide an important tool for addressing
broader obstacles to effective PA management. In addition to raising more
funds, there is a need to address the quality, form and duration, targeting
and sourcing of financial resources:

(i) Government Funding:

PA system relies heavily on the governmental budget to cover the
bulk of their operating costs and salaries. PAs competes against
many other public demands for government funding and they are
rarely considered a high priority. Besides, the budget is delayed in
allocation and has bureaucratic regulations that affect its rational
use. Efforts have been exerted to maintain the current levels of
budget allocated, while enhancing the efficiency of its request,
allocation and disbursement. The government budget can be
decreased to some extent as PAs revenues increases, but not to be
diminished.

(i1)  Visitor Fees:

Earning from tourist visits may be considered as a stable and
increasing element of PA funding. However it can also be insecure
and subject to fluctuations and declines markedly due to the
international financial crises or as a result of some national unrest.

Visitor fees had been applied for a limited number of PAs since
almost two decades and they are now under-estimated in
comparison with similar PAs around the world. These fees shall be
reviewed and increased regarding the economic value and services
of PA. Along-with that, some other PAs have been prepared to
apply visitor fees, however stalled due political situations. Visitor
fees can create substantial income to PA system if they are created
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on scientific basis, supported by the proper facilities to visitation of
tourists and profound on willing to pay discussions and analysis,
while on the other hand, these fees are affected to fluctuation of
tourism nationally and internationally.

Practically, PA system income could be quadruple in the nearest
future by raising visitor fees to market levels, expanding applying
fees in new PAs, and provides basis services inside them (signage,
toilets, parking, tracks, trails, information and monitoring).

User Fees:

This category of funding is including many kinds of fees which can
be easily applied according to PA status, like admissions to special
sites of attractions, visitor centers, beach facilities, diving centers,
camping, picnicking, guide tours, sea cruises, etc.

The potential earning from user fees vary with the level of visitation
and use, but the right combination with visitor fees can provide
sufficient revenues for PA operations.

Concessions and Partnership:

These are important innovative tools of PA revenue generation
which will be developed according to rational principals and pre-
requirements as explained before.

3.3 The Fundamental Actions to be Undertaken and Prioritized Under This

Objective Are as Follows:

@

(i)

Fundraising should begin with the development of a budget for
management of PA or PA system at the desired level. The aim of the
strategy should be to completely cover the management costs based
on the budget regarding the actual financial needs.

Therefore the institutional arrangements of PA management include
systems for revenue generation and financial retention where fees
are charged, they must be clearly linked to cost of management so
that users of PAs, both visitors and commercial entrepreneurs, can
see the benefits they are deriving from their payment.

The preparation of funding strategy should be a consultative process
that involves all interested parties, particularly representatives of
major user groups. Consensus among all involved should be reached
before any elements of the strategy are implemented. The lack of
consultation creates numerous difficulties in implementing funding-
raising strategies.
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A diversified funding base provides greater security and flexibility
than reliance on a single source of funding. In particular, strategies
that rely heavily on entry fees and other revenues from visitors can
be severely threatened by often unpredictable down turns in tourism
industry. The most effective revenue generation strategies aim to
bring in a surplus in years of high visitation that can cover shortfalls
in time of difficulty.

Strategies should aim to reduce but not eliminate the level of direct
government support. It is only through decreasing dependence on
this inadequate source of support that PAs can succeed in meeting
costs of proper management. The legal essence of establishment of
PA Fund by law 102/1983 when defined its resources and
expenditure channels, along-with the accompanied Prime
Ministerial decrees 240/1990 and 264/1994, is to generate additional
resources that maintain proper management to PA system. However,
complete financial independence from government can result in
reduced donation policy and technical support as well.

Partnership and co-management agreements can increase
management efficiency and reduce costs. Since the aim of revenue
generation is finance management, other approaches that reduce
management costs can be as valuable as money. Beneficiary of
protected area management are often willing to contribute time and
services or able to carry out management functions at a lower cost
than designated management agency. Arrangement with commercial
users to collect fees and maintain records of using PA facilities are
good examples of how partnerships can minimize the financial cost
of management without reducing its quality.

The management of PA requires cooperation among managers and
users, and offers the region an excellent opportunity to explore the
potential of collaboration between government and civil society.

The principle of equity should be applied in allocating the costs and
distributing the benefits from revenue generation strategies. It is
generally agreed that those who benefit most directly from PAs and
the services they provide should bear most of the cost of their
management. The fees for the use of infrastructure and services may
generally perceived by users as reasonable as fair.

By the same way, benefits sharing can provide a way to compensate
those who have been negatively affected by PA management
activities. These often include local community's users such as
fishers or dislocated small-scale entrepreneurs. Benefits can come in
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the form of new business or employment opportunities or
improvements to community services or infrastructure.

4- Improving Financial Administration and Effectiveness:

4.1 A potential Overview:

@

(i)

(iii)

Financial flows are not always managed effectively, either in
relation to PA financing needs or conservation priorities. PA system
funding is directed mostly to recurrent costs and salaries, while
critical investment needs remain under-funded (40% of the budget
are for salary costs although PAs are limited staffing). At the same
time few funds are available for core conservation investments, such
as building and infrastructure, the purchase of vehicles and other
equipment, wildlife inventories, etc.

Sever governmental restrictions were placed on the recruitment of
new employees, although PAs are under-staffing with low salaries,
and as a result many qualified and trained staff have been left to
other jobs. Usually the release of governmental budget is too late in
the first quarters of financial year and redistributed in the fourth
quarter, therefore it does not coincide with the timing of PA costs
and financial needs. PA generated revenues are transferred directly
to EPF at EEAA and are not retained except in some limited cases.
Where income is not retained, and budget allocation are not linked
to earning; there are few incentives for PA staff to generate more
revenue and little responsibility or accountability to do so. Besides,
complex financial and procurement system prevents basic work
being done and money is not allocated to priority PAs.

Under-funding of PAs and administrative system bureaucracy are
not only affected PA effective management, but also put at risk the
other investments depending on PAs like eco-tourism that represent
70% of tourism industry ($ 14 billion-year 2010) as well as shortage
in fulfillment of international commitments especially biodiversity
conservation.

4.2 The Fundamental Actions to be Undertaken and Prioritized Under This

Objective Are as Follows:

@

In the context of an essential improvement of the existing NCS
hierarchy with detailed structure, jobs and employees; a first priority
has to be given to upgrade the financial and administration
department to the level of a general department that constituted of 3
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department of finance, administration and technical services;
furthermore the development of the general department of
biodiversity economy to include 3 departments of economy,
investment and marketing. Both general departments of economy
and finance are working in close coordination regarding PA values
and benefits to the national development sectors, local communities
and employment, which build strong profile to PAs in public,
decision makers and stakeholders to increase revenue generation,
support PAs objectives and provide adequate investments.

The reformed financial and administration general department must
have its specific status as a separate account unit which can operate
directly with PA budget line resources allocated by the government
in the national budget. The monitoring of the ministry of finance on
disbursements of PA budget will be practiced by its representative
in EEAA. Procurement process will be directly linked between NCS
and EEAA-CEO as well as the Minister in some cases; which will
lead to efficient decision making and satisfaction of needs in the
proper time.

Indentify a separate account for PAF in EPF to receive all PA
allocated and generated resources according to law 102/1983 and
the Prime Ministerial Decrees 240/1990 and 264/1990. To retain
sufficient revenue at PA System to cover operational cost,
infrastructure, service, equipment, biodiversity conservation,
incentivize staff and develop revenue opportunities. Extra financial
resources after basic PA needs and investment costs covered can
support other EEAA sectors of environmental management. EPF
Board, including NCS director will be responsible to assign special
sessions to administer PAF as defined by The Prime Ministerial
Decree 240/1990. PAF exist in EPF by law 4/1994 while having its
special entity, legal status and operation mechanism by law
102/1983 and its combined decrees. No argument can consider PAF
was dissolved in EPF and lost its presence.

EEAA-CEO can devolve some authority to NCS director to develop
and promote revenue generations' opportunities to PAF with
approved decentralization mechanisms and provided annual work
plans to retain necessary funds to PAs in addition to the
governmental budget. NCS director will cooperate with the relative
sectors of EEAA, relevant stakeholders, private sector, NGOs and
local communities to ensure functional revenue allocation, financial
security and conservation of biodiversity. NCS director shall report
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to EPF Board in its special secessions of PAF on the cost-effective
management achieved so far.

Business planning, financial planning and accounting are important
tools for cost-effective management and must be improved on a
systematic basis. Business planning will be essential in determining
budgetary allocations both among and within individual PAs. It is
pre-founded on a system-level financial needs assessment which
defines and updates the existing, basic and optimum funding
scenarios, according to opportunities available for generating funds,
priorities of actions and programs of PA management plans.
Business plan ensures cost-effective use of resources and
mechanisms to overcome the funding gaps, along-with providing
good communication document with stakeholders to support PA
objectives.

Financial planning is the final component of the business plan,
which determines PA funding requirements (quantity and time) and
match income sources with needs.

It differs from financial budgeting in that it is not only identifies
how much money is needed for different types of activities but also
locates the most appropriate sources for the short, median and long
term needs which offer the possibility of steady and reliable
financing to meet recurrent costs.

Options for balancing the costs/revenue equation should include
equal consideration of revenue increase and cost control according
to key indicators. Good financial planning enable PA system to
make rational allocating spending to match priorities, and
identifying appropriate cost reduction and potential cash-flow
problems. Improved planning can also help to raise more funds as
donors and stakeholders feel more assured that their funds, will be
effectively invested in PA system. An active account ability system
is essential to ensure rational allocation and expenditures of funds
that consolidate the PA management performance and effectiveness.

Integrated systematic group of plans should be developed for
individual PA and PA system management, management
effectiveness assessment and operations on the median term of 5
years and annually. They define and adjust objectives, needed
activities costs, priorities and implementation mechanisms in order
to achieve cost-effective management of PA. Along-with, it is
essential to perform satisfactory control; auditing, monitoring and
corrective action to those plans according to specific indicators that
link between financing and effectiveness and to overcome obstacles
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in proper time, ensuring that funding is allocated and spent in a way
that supports PA system finance needs and conservation goals.

5- Creating an Enabling Financial and Economic Framework:

5.1 A Potential Overview:

@

(i)

(iii)

A wide range of external factors influence PA funding opportunities
and financial status include market, price and institutional
conditions in economic sectors that have direct and indirect
significant impacts which make environmentally damaging
activities more profitable than those which are compatible with PA
conservation. Improvement can be achieved by rational resources
use, introducing comprehensive environmental mitigation
requirements and presenting the economic levels of PAs which will
be a strong argument for private companies.

A more fundamental challenge is that many PA goods and services
are seriously under-priced or not priced at all by the market. At the
same time there are often weak incentives provided for investment
in PAs. This can have a major impact on the ability of PAs to
generate funds. Even where PAs are able to charge for the services
they provide, such as visitor fees, the prices are often far lower than
the market would bear, and may less than one third that visitors be
willing to pay on condition that be used for improving PA facilities
and services.

Overcoming market, price and policy distortions, raising sufficient
funds for PAs to ensure costs are adequately cover and to foster an
economic environment that encourages investments in PAs, are
essential elements of PA financial sustainability.

5.2 The Fundamental Actions to be Undertaken and Prioritized Under This

Objective Are as Follows:

@

A system economic valuation of PAs and assessment of goods and
services provided will be developed to prove the current and
foreseen benefits to the Egyptian society which build a strong case
to elevate PA system profile in public and private sectors. The
benefits to society from PAs are often grossly underestimated and
the immediate costs of protection appear large in comparison.

As a result of this market failure, government investment in
protection is usually required. Economics can play a key role in
understanding why benefits are underpriced and how benefit can be
improved. This information can in turn, be used to justify increasing
the extent of publicity support to PAs and providing larger budgets
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for their management while the major benefits and costs are defined;
and quantitative and qualitative analysis are examined.

Even though PAs produce valuable services, the absence of
effective markets combined with public goods characteristics of
PAs, frequently result in the under provisions of such areas. This
public oriented analysis will consider all social benefits of PAs
while the private analysis only considers the market value of this
benefits that can be captured by an individual firm. As a result the
public analysis will favor protection much more the private analysis.
The key condition for securing public funds for PAs will be the
ability of NCS and PA system to justify their funding request in
terms of socio-economic objectives due to the over-riding urgency
of poverty reduction as well as to convene government and donors
to honor their prior commitments to funding PAs.

It is equally clear that existing sources of funding, by themselves
will not be sufficient to maintain and expand PA network in the
future, or to meet the growing demands placed upon them. In order
to meet this challenge, there is an urgent need to improve and
expand PA recent sources of income and develop innovative
mechanisms that offer actual opportunities to increasing chance of
PA towards financial sustainability and can also help stimulate
broader PA management cost-effectiveness. Financing mechanisms
which privet sector and community to participate in PA investment
are especially encouraged. Payments for ecosystem services also
have high potential mechanisms to generate funding for PAs and
biodiversity conservation generally.

Efforts to enhance funding should capitalize on the growing of
funding sources, particularly to mobilize increased resources from
and to privet and non-governmental sources, through commercial
and extra-budgetary channels; this diversification of funding may be
seen as ensuring the long-term financial sustainability of PAs.

PA system is supporting the national development if they are
managed in a way that respects their conservation objectives,
encourages their active use and creates linkage to other economic
sectors. PA revenue generation and financial management must be
clearly linked to the costs of management so that users of PAs both
visitors and commercial entrepreneurs can see the benefits they are
deriving from their payment.

Each PA will have its master investment zoning plan for economic
development foot print, so PAs are expressed as productive assets in
local and national development planning. Appropriate economic
valuation of PAs can demonstrate their importance as a productive
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capital and economic resources contributed to the Gross National
Product (GNP) and the economic-social development for people
welfare.

Defining a clear role for the PAF, within EPF, according to
provisions of law 102/1983 and Prime Ministerial Decrees 240/1990
and 264/1994. Clear directions and regulations are issued to retain
PA revenues as PA system financial planning for cost-effective
management to reach basic and optimum scenarios. The extra
resources of PAF are to be used for other environmental activities of
EEAA. Along-with, the relations and responsibilities between NCS
and EPF will be determined which facilitate fund allocation to PAs,
exploiting increasing revenue generation opportunities, and applying
effective accounting system to PAF. Operational procedures of PAF
are organized through special sessions be convened by EPF Board,
participated by NCS Director and a representative of Ministry of
Tourism.

Reform of NCS to be a semi-autonomous sector within EEAA by
devolution some authorities of EEAA-CEO to its director that give
flexibilities to use PA governmental budget adequately in time and
allocation, to set legalized fees and other revenue generate
mechanisms and disbursement of planned retained resources of PAF
to support PAs requirements, as well as encouragement of proper
investment of PAF resources. Improving NCS organization must
achieve a complete detailed structure, enough human capital and
specialized staff with background in economic, business, marketing
and financial planning.

At the same time, NCS will have a separate account unit inside its
financial and administration general department. It should be
foreseen that the most favorite solution for effective and sustainable
PA system is to establish a full autonomous institution of Nature
Conservation General Authority affiliated to MSEA.

More concerns will be given to mobilization of PA supporting
groups of relevant stakeholders, voluntary teams of civil society and
NGOs, promoter groups, PA local friends, PA think tanks, etc. all
these parties will help PA system and individual PA in achieving
long term objectives, implementing its policy and strategy and fund-
raising mechanisms taking in consideration that investment in PAs
is a dynamic tool whose components would be regularly updated
according to new trends and opportunities, and the feedback. These
external groups are appreciated to share the costs, providing services
and take responsibilities in managing PAs. Besides, they can assist
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to overcome market and price distortions that act as obstacles to PA
financing.

6- Mainstreaming and Building Capacity to Use Rational Financial Tools
and Mechanisms:

6.1 A Potential Overview:

@

(i)

(iii)

PA system will be recognized as an engine for the national
development. This view aims PAs operate as economic assets and
be carefully managed for conservation and use, rather than as
conservation assets to be protected from economy. In addition,
maintenance of biodiversity has become a popular argument used to
promote protection and justifications are given in terms of
preservation of species, habitats and genetic resources, as well as
their synergy with climatic changes and desertification.

General economic conditions and policies of development entities
and authorities have critical effects on PA financial sustainability.
Adverse policy, price and market conditions can seriously
undermine PA funding while supportive policies and coordination
underpin the success of PA financing mechanisms. PA financial
sustainability does not depend only on PA managers and decision
markers; local communities, the private sector and other
governmental agencies are all key players in ensuring the success of
PA funding mechanisms. The willingness of external stakeholders
to invent in PAs, as well as the importance of multi-partners
dialogue and local participation in decision making are crucial for
successful of funding tools.

Mainstream of PA as natural solutions that underpin sustainable
development, well-being of public and poverty reduction are
supportive elements to secure rational financial mechanisms.

Fund raising is a means to an end, not an end in itself. Ultimately it
is the effectiveness of PA management which determines how
biodiversity is conserved and whether PAs are financially
sustainable. This emphasizes that the quantity or nature of funding
is often less important than how funds are used and administrated. A
critical determinate of successful fund raising is the recruitment of
experienced business and investment potential PAs and NCS
managers and staff who can work effectively with a range of
stakeholders, identify new funding opportunities and securing
appropriate external partners to help develop them.
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Increasing the amount of funding is a necessary but not sufficient
condition for PA financial sustainability. Additional funds will be
used most effectively, and more easily raised in the future, if
accompanied by capacity building of PA authorities in financial
management skills, and by strong partnerships between PAs and
other sectors, governmental, private NGOs and communities.

6.2 The Fundamental Actions to be Undertaken and Prioritized Under This

Objective Are as Follows:

@

(i)

(iii)

Improvement of government budgeting is the backbone of PA
system funding that securing it from market fluctuations and
financial crises locally and internationally. The current level of
government budget will be maintained while enhancing the
efficiency and its timely allocation and disbursement. This budget
has to be continued irrespective of PA revenue generation and
retention are increased until 50% of PAs achieve their basic level of
cost-effective management, then the government budget can be
decreased gradually according to the financial plan up to a certain
level without complete vanish.

Procurement, biding and contracting procedures will be developed
and be charged to NCS-financial and administration general
department according to a devotion from EEAA-CEO to NCS
director as prescribed before. In the mean-time, all preparatory
actions of procurement and requisition will begin with the start of
the financial year until receiving PA budget from the Ministry of
Finance to start bids. All PA available funds from government,
retained from PAF/EPF or other resources will be allocated and
used rationally for PA system to satisfy PAs business and
management plans.

NCS and PAs should construct good relations and cooperation with
the relevant stakeholders, private sector, NGOs, civil community
and local public, scientific institutes and others who can promote
PA objectives and investments. Successful PA financial
management entails linking public interest goals with PA sound
business approaches especially to poverty reduction and sustainable
development. Financing mechanisms which stimulate privet sector
and community participation in PA management, services and
biodiversity-friendly enterprises are encouraged.

High importance will be given to constructive communication,
awareness and branding of PAs to public, visitors, supporting
groups, decision markers and experts in order to reinforce PA
system skill in fund raising, marketing, media, investments,
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sustainable level of use, determining appropriate fees and charges,
willing to pay survey and others.

EEAA and NCS as well as decision makers must invest in creating
the necessary PA infrastructure, services, facilities, equipment and
information base to ensure effective use of the allocated funds for
PAs (governmental, PAF, donors,..), proper exploitation of
opportunities to increase revenue generation from conventional and
innovative resources and that policies governing use in other sectors
of the economy do not inadvertently undermine the prospects for
PAs.

NCS and PA system will pay more attention to community funding
as part of PA financing plans. This includes increasing the amount
of funding spent at local level, as well as making revenue and
benefit mechanisms part of PA budget allocations. New
mechanisms are required to ensure that sufficient funds are
allocated, in appropriate form and on a timely basis, to local
stakeholders.

Development of the human resources is the most important factor
that influences PA cost-effective management. It should be
considered that PAs have multiple kinds of activities which need a
wide range of specialization in order to achieve their objectives,
however the existing NCS and PA system do not have enough
human capital to manage effectively the declared PAs on 15% of the
nation territory and they are surfing of skills in economic, business,
financial planning, management of revenues, marketing and others.
NCS at the central level has to complete 70% of its detailed careers
within 5 years, and in the mean-time, PA system's man power has to
reach 2200 staff (i.e. 15 staff per 1000 km?, while the global average
of PA staffing in developing countries is 27 and for Africa it reaches
70 staff per 1000 km?). In parallel, a new system of wages and
incentives will be developed which can attract and retain quality
profiles that complete the existing capacity and competencies. To
ensure recruiting based on merit, a system of remuneration,
performance evaluation and reward structure and promotion of
corporate identification with NCS mandate.

Training is a primary means of developing the capacity of PA
managers, rangers and other staff. Many of them have received
training internally and abroad, and several have obtained PhD and
MS degrees. However many of qualified staff left their position to
other outside jobs of higher salaries, which represent a big loss of
investment of trained staff. Efforts and incentives will be developed
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to retain and attract experienced staff, as well as to create a flow of
new trained staff. A specific curriculum has been designed and
should be implemented to address learning needs at NCS and PAs.
Training modules are to be developed at the PA Training Center in
Sharm El Sheikh for programs serving various staff levels and
budgeting for more training activities is a priority in current
planning. The Training Center will be improved and be fully
functioning by having adequate administrative and educational
structure, high experienced trainers and instructors, and to reach
high performance and self financing, so it could be considered a
center of excellence nationally and internationally.

Special attention can be given to training programs about cost-
effective management, business planning, investment, marketing
partnership, financial projection, financial mechanisms and
feasibility studies; to build good relationship with private sector and
universities to borrow some business capacities to provide support
in this area.

A prerequisite of financial planning is cost and revenue data at both
PAs and NCS, in addition an adequate accounting system to show
how much funding PAs are obtained and how effectively they are
spending in case of governmental budget or investments from PAF
or donors. This design will feed decision making process and
promote sound management at NCS and PAs.

It is important to implement a system for collecting fees which is
professional, cost-effective and ensures all fees levied are channeled
into the appropriate accounts and records. Monitoring management
performance and effectiveness is essential to provide account-ability
of funds expended and analyses of investments returns are reported.

(viii) Payments for Ecosystem Services (PES) are increasingly held up as

a new solution to PA financing problem. However, implementation
of PES is not a simple task, often requiring substantial investment in
technical capacity as well as length process of baseline research,
negotiation with stakeholders, legislative and regulatory measures.
In addition, elaborate monitoring, evaluation and enforcement. PES
may accentuate conflicts between conservation objectives (e.g.
carbon versus water supply versus biodiversity). PES schemes need
more deep study and to explore their best practices in developed and
developing countries before their application.
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X- Recommended Actions for PA Revenue Generation and
Retention:

1-

1.1

1.2

1.3

14

Institutional Actions:

Establishment of two essential general departments in NCS; the first for
financial and administration including an account unit that operates
directly with PA budget and PAF allocated resources. The second for
biodiversity economy which will conduct a system-level economic
valuations of PA system to the national development and socio-economic
as well as investment of PAF resources and marketing and branding of
PAs nationally and internationally. The two general departments will be
provided by the necessary human resources and careers to carry out their
functions effectively.

Reform of NCS existing structure by expressing definitely its organization
in details up to the small units and sections in parallel with defined job
descriptions, needed employees and schedule of recruitments that
ensuring increased management effectiveness towards level of
international standards. This process will be alongside providing PAs with
the needed infrastructure, equipment, facilities and services to attain the
basic standard in the median time and the optimal standard within 10
years with proper enabling environment. The proposed NCS reform will
be discussed and agreed by the Central Agency for Organization and
Administration with the support of the Minister of state for the
Environmental Affairs.

The policy and strategy of PA financial sustainability framework will be
discussed and developed in a participatory way with all relevant sides
within EEAA and concerned ministries and EPF, as well as main
stakeholders, NGOs, and NCS staff. The final form will be endorsed by
the Minister of state for Environmental Affairs to become effective in
practice. It will be the guide for NCS function in the present and the
future, and will be spelled out in a series of plans and actions.

Necessary authorities have to be devolved to NCS director by EEAA-
CEO to carry out the responsibilities of cost-effective management, the
proper exploitation of PA system Government budget, and retained funds
and PAF resources investment as agreed by EPF Board and approved by
the Minister. In addition, NCS Director will take the initiative to apply
and contract the new approaches of partnerships and concession
mechanisms. NCS financial activities can be monitored by the
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2-

2.1

2.2

23

24

25

2.6

representative of the Ministry of Finance in EEAA and be audited by the
Central Agency for Accountancy.

Outlines of a Ministerial Decree:

Identify a specific account for PAF in EPF to deposit all revenues and
resources generated by PAs according to law 102/1983 and the
accompanied Prime Ministerial Decrees.

EPF Board will administer PAF within separate sessions as defined by the
Prime Ministerial Decree 240/1990 of PAF regulations. Two additional
members will share the Board for PAF sessions, NCS director and a
representative of the Ministry of Tourism. Along-side three observers, the
directors of PA general department and biodiversity general department,
and a representative of the Egyptian Federation of Tourism Chambers.
NCS director will act as the secretariat of Board for PAF sessions and will
report to the Board about financial plan achievements and effective
management assessments in respect to defined indicators.

NCS has the right to retain the majority of PAF as defined by EPF Board
based on a systematic financial needs assessment, financial plan and work
plan prepared by NCS, presented to the Board and approved. NCS will be
responsible to disburse this fund between PAs and biodiversity activities
considering staff requirements, infrastructure, equipment and services as
well as investments of revenues.

Extra financial resources after satisfying the basic needs of NCS and PAs
for efficient management, will be allocated by EPF Board to support
EEAA sectors and other parties that assist for better environment and
sustainable development in the context of law 4/1994 and its executive
regulations and their amendments.

PA revenue sharing among PAs will depend on criteria of allocation
presented by NCS director to EPF Board which shows priorities of best
performance, gives advantage to PAs of increased resources, provide
solidarity between PAs and incentives PAs that generated resources and
the relevant bodies that consolidate law enforcement, biodiversity friendly
efforts and local community support.

NCS will carry out updated revenue generation tools and regulations for

conventional and innovative mechanisms that reflect PA values returns to
the national development, willingness to pay of visitors, participation of
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private sector and local communities. These approaches will be approved
by the Minister of State for Environmental Affairs and managed by NCS
to make substantial improvement in cost-management effectiveness of PA
system.

3- Policy and Strategy (P & S) Factors of Success:

3.1

32

33

Political Factors:

@

(i)

(iii)

Commitments of the high-level decision makers, especially the
Minister and EEAA-CEO to support P & S implementation, push all
actions forward and encourage the exploitation of feasible
opportunities to achieve PA financial sustainability.

P & S should be aligned with the national development priorities
such as economic growth, employment and poverty reduction.

P & S show powerful tools to elevate the economic profile of PAs
nationally and internationally, and increase their social visibility
among stakeholders, decision makers and public.

Institutional Factors:

@

(i)

(iii)

Development of NCS structure to an autonomous institution "A
General Authority" with cost-effective management capacities
should be the final target of NCS reform. All steps are to be
undertaken in that direction.

Laws, regulations and procedures must be put in place to ensure
enabling environment for comprehensive planning and efficient
performance.

Human development requires necessary resources, continuous
training and incentives to attract and retain professional profiles.

Proceeding Factors:

@

(i)

P & S should be considered as an integral part of a capacity building
process for accomplishment of the aimed goal, not as an isolated
document or actions.

P & S must be developed in a participatory way with all concerned

bodies, stakeholders, civil society and related experts, and in close
collaboration with NCS staff.
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(iii) Increasing investment and ensuring re-investment in PA system is
critical to elevate PA standards, reflect their real values and make
them more attractive for additional revenues.

4- Key Conclusions:

4.1

4.2

4.3

44

4.5

4.6

4.7

Increasing fund of PAs is not just a demand; it is an obligation.
Government assumes responsibility for ensuring and facilitating that
adequate funds are provided for their up keep.

There are important funding gaps for PAs. They do not receive sufficient
funding to manage effectively. PAs meet a lot of constraints to use its
budget efficiently and cannot retain their income. This situation should be
corrected.

PA financing needs and opportunities will continue growing and
changing. Their process and mechanisms are dynamic. Institutional
development of PA system is essential to match with new ways of
generating funds, creating investment of resources and contribution to
socio-economic development.

Building PA capacity for financial and business planning is essential.
There are needs to build more secure financial portfolios for PAs,
diversification of resources and cost-effective management. Qualified and
sufficient manpower is the corner stone of PA system.

Sustainable PA finance requires supportive policy and economic
conditions, enabling environment, strategies permitting to set fees, legal
activation and functioning of PAF, mechanism of partnership and local
community co-sharing and supportive decision-maker directives are
critical factors to reach cost-self satisfaction.

Sustainable PA finance requires support from a wide range of actors.
Local communities, the private sector, NGOs and other governmental
agencies are key players in ensuring the success of PA funding
mechanisms. The willingness of external stakeholders to invest in PAs,
multi-stakeholder dialogue and local participation in decision-making will
promote PA fund-raising.

Funding is only as sustainable and effective as PA management system it
supports. Fund-raising is a means to an end, not an end in itself.
Ultimately it is the effectiveness of PA management which determines
how biodiversity is conserved, and whether PAs are financially
sustainable. PA financial management effectiveness emphasizes that the
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quantity of funding is often less important than how these funds are
administered.

Change is a must ...

Future does not wait
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