UN@HABITAT

FOR A BETTER URBAN FUTURE

Name of practice

Egypt’s Clean Fuels Initiative

Compressed natural gas (CNG) is being produced in Egypt to fuel natural gas vehicles (NGVSs).
The use of CNG by the transportation sector was introduced since 1995 as a partial solution to
heavy pollution problems affecting Cairo, to reduce dependence on gasoline and to utilise Egypt's
abundant natural gas.

Location(s)

Cairo, Egypt

Actors

Egypt's Petroleum Ministry

Issues addressed/ focus

Reduction of traffic based GHG emissions in great urban centers, pollution control, public health.

Stage of implementation

Since 1994 steadily increasing until today
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Background

Egypt sought solutions to Greater Cairo’s heavy air pollution and public health concerns. In the
framework of its national policy to switch from oil to natural gas, the use of natural gas as a
transportation fuel was also endorsed as a means to improve air quality and public health. In
addition, this would create a new customer segment for the domestic consumption of Egypt’s
abundant natural gas reserves.

What was/ is being done?

Clean Air Initiatives in Egypt have focused on reversing the deterioration of air quality resulting
from rapid population growth, traffic congestion and old vehicles, and industrial production.

Egypt's Petroleum Ministry embraced the use of natural gas as a transportation fuel and in 1992
determined that two pilot projects would be initiated:

1. to ensure that Egypt's natural gas performed well as a vehicle fuel; and

2. to prove that the available CNG fuelling station technology would reliably function to
support this potentially new transportation fuel customer segment.

After the successful outcome of these two pilot projects, the Egyptian government encouraged the
private sector to begin commercialising natural gas vehicles (NGVs) through the natural gas
vehicle program. A decree from the Petroleum Ministry required all approved CNG companies to
pursue two major objectives. The first was to construct and operate CNG fuelling stations, and the
second was to construct and operate vehicle conversion centres. Each vehicle conversion also
produces a customer for the CNG fuelling station, promoting more efficient CNG market
development.

In December 1994 the first company to convert gasoline vehicles to natural gas was formed.
About 180 CNG vehicles were introduced during the two pilot projects (150 bi-fuel automobiles
and 30 dedicated CNG mid-size buses).

By the end of 2005 there were six CNG companies, 93 CNG fuelling stations set up by the
government, private CNG marketing companies and 26 vehicle conversion centres in the Greater
Cairo area, along the Suez Canal, and north to Port Said and Alexandria. More than 63,000 CNG
vehicles are now in use, 75 per cent of which are taxis, mainly in Cairo. This represents about 3
per cent of the world's CNG vehicles. The oil ministry is to switch Cairo's entire public transport
system to gas, to be followed by Greater Cairo's 120,000 taxis. Egypt now ranks number 8 out of
the 49 countries conducting clean fuels programs, based upon the total number of CNG powered
vehicles. In addition this new industry has created over 800 jobs to manage, operate and maintain
these CNG fuelling stations and vehicle conversion centre facilities.

Outcomes and impacts

A primary key to the NGV industry's success in Egypt is a package of incentives offered by the
government, including five-year tax holidays for CNG companies, low-cost conversion charges for
car owners and the attractive price differential between CNG and gasoline (CNG costs less than
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half the gasoline price). In addition, a typical vehicle conversion costs the customer about $1,500),
thus owners of high fuel use vehicles, such as taxis, can recover the cost of the vehicle
conversion in as little as six months from fuel savings alone. This clearly explains why taxis have
been the most converted fleet. In addition, CNG's characteristics include excellent engine starts in
temperature extremes, due to its 130 octane rating. Egypt's CNG industry will implement a new
“Gas Card” system. All customers who have outstanding conversion loan balances, and all new
financed conversion customers, will begin paying the gasoline price each time they fuel with the
difference being credited against their receivables balance.

Another exciting development for Egypt's CNG growth was the EEAA/USAID-sponsored Cairo Air
Improvement Program (CAIP). This initiative focused on improving Cairo's air quality through
reducing harmful emissions from lead smelters and vehicle exhausts. Part of the programme
included providing 50 dedicated CNG public-transit buses to the CTA and GCBC. The bus bodies
are locally manufactured, the CNG engines are manufactured by Cummins in the United States
and the rolling chassis were supplied by a US manufacturer. Key challenges for the government
have been to fund the conversion of some 3,500 public buses operating in Cairo and change the
price differential between CNG and diesel, which is heavily subsidised.

A sustainability plan for the CNG Bus Pilot Fleet was issued to assist the public transit sector in
addressing sustainability issues regarding their current and future CNG bus fleets. Some of the
key barriers to expansion of the CNG transit fleet and possible steps that can be taken to
overcome those barriers have been considered, based largely on local end-users' experiences.
This will enable staff to evaluate future proposals and incentive programs involving CNG buses
with expanded knowledge and help ensure that future funding efforts are expended towards the
most efficient and cost-effective methods of expanding and maintaining CNG bus fleets. Today,
Egypt has about 158,000 natural gas-powered vehicles and about 119 CNG fueling stations.

Six authorized companies in Egypt are building CNG fueling stations and converting vehicles.

Sustainability

Sustainability is being sustained through a preferential taxation and incentives policy of the central
government for gas-powered vehicles.

Replicability

High level of reproducibility, as shown by numerous case studies from all around the world.

Documentation

Economic Analysis and Incentives in Environmental Policy and Decision-Making with Respect to
Chronic Ambient Air Pollution in Cairo, Micheal A. K. Smith, Ahmed G. Abdel-Rehiam and Dahlia
Latayef. (Paper presented at Environment ‘99 Conference in Cairo, Egypt.)
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Egypt’s Clean Fuel Initiative” by Frank Chapel

Managing Director - Natural Gas Vehicles Co. (NGVC) & VNG Project Manager —

BP Egypt

Downloadable: http://www.eltis.org/docs/studies/Egypt Clean Fuels_Initiative 200210080.pdf
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