. doly -
/iz/"é:s/ 0 7@

PO ARE- 151 o1

o 1k Beview 2 e

i,

-2 =-330-& §

b? %1 -000

PR TDOET N ORENE RN N
WITINT M T oTrE TRON TR T b,

B S S AR AT S U i (W

$I18nE0 M 1D



SUBJECT:

SOToRAlL POBE NS, 10
SUALY 1078 SR
S04 FINE 4l GFR) 108118

UNITED STATRS GOVERNMENT
Memorandum

References Center, Ms. Joanne Paska: DATR: August 2, 1977

: AFR/EMS ) Floyf K. Spedrs

Declasaification of A.1.D. Documents

This memorandum addresses the following A.I.D. documents:

a. Measles Coatrol and Smallpox Eradication Program dated Jan. 5, 1370
b. CAP on Trans-Cameroon Railroad (Phase II)

c. Mall -- Proposal and Recommendations on Veterinary Laboratory

d. CAP - Liberia —- Improvements of Roberts Intemational Airport,
Phase II (Construction)

e, CAP"

Swaziland -- Agricultural Development Loan

fl CAP -

Ethiopia ~- Malaria Eradication -- Phase 1
g. CAP -~ Somalia -~ Mogadiscio Water Supply
h, CAP ~- Tanzania -~ Agricultural Projects Support

1- CAP -

TANZAM Highway Phase II1
j. CAP ~- Uganda -- Livestock Development

The above listed documents have been reviewed by appropriate staff
personnel assigned to Africa Bureau to determine if these documents
should be declassified. Based on this review, no justifications have
been identified for the continued classificetion of these documents.
Therefore, this memorandum hereby authorizes the declassification of
all documents listed.

By U.S. Sevings Bends Ragulorly on the Payroll Sovings Plon



DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington, D.C. 20523

lr{’m{, \,"’"r N

«\mI SE
QQEL TAL 0

;tu

AID-DLC/P-710
May 2L, 1968

MEMORANIUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Cameroon - Transcamerocn Railroad (Phase IT)

- Attached for your review are tha recommendations for
authorization of a loan in an amourt not to exceed $10,000,000
to be reloaned to the Regie des Chemins du Fer du Cameroon
(the Cameroon Railway Authority) to assist in firancing the
foreign exchange costs of equipment, materials and services
required to construct Phase IT of the Transcameroon Railroad
from Belabo to Ngaoundere, in Cameroon.

This loan propcsal is scheduled for considaration by
" the Development Loan Staff Committee at a meeting on Vedn-sday,
" May 29, 1968,

Rachel C. Rogers
Assistant Secretary
Development. Loan Committee

Attachments:
Summary and Recommendations
Project Analysis
ANNEXES I, ITI, IV and V
ANNEX II - to be distributed
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SUMMARY AND PECOMMENDAT iONS

CAMEROOK: Trarccamcroon Railroad (Phase TII)

Borrower: The Goverament of the Federal Republic of Cameroon (GFRC)
for the Regie des Chemins de Fer du Camcroon (REGIFERCAM, the
Cameroon Railway Authority).

Amour? of Loan: $10,000,000

Total Cost of Frojuel:

Total

Country Agzrey Grant Loan Contribution

(I Milliore of US Dollars)

United Stetes A.I.D. $10.0 $10.0
-Ruropean suropean

“Economic Developnent;

Commun:ity Furd $15.0 5.0 20,0
France FAC 2.8 5.1 7.9
Camsroor: - GFFC 5.1 5.1
Total $43.0

Deceriptior of Project: Whne project irvolves exterdirg the
Yranscameroorn Failway from Belabc to Ngaounderc, a distance of
207 miles.,

Purpose of A.T.D, Loan: Wo finance the procurcmerd, of United Statkes
servicer, construction cquipmert and material required for the
projsci. '

Background of *re Project: 1n 1962 A.I.D., loared the GFRC $9.2 millior
to cover about 25% of ke cost of Phase I which ertailed expa:dirg
the Wrarecamoroo:r. Failrcad from Yaowde %o Belabo, a distarce of
183 miles. Fhasc T is uwder cene*ructior. ard is scheduled %o te
completed ir Januery 1969. Or April 2, 1965 A.T.D. received a
formal lcar. applica“iorn from the GFRC requesting ascisvarce for
Lthe constiructior. of Frace Il1.

Export~Tmpor?, Rark Clearancr.; Fecelved December 23, 1965,

Mission Views: fhe Miccior firongly erdorses the project.

Statutdry Oriteria; Satiefied., See Arrex I.

UNCLASSIFIED
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10. Issues: None.

11. Recommendation: Authorization of a development loan to the GFRZ in an
amount not to exceed $10 million with the following terms:

A. Interesti: 2% per annum for the first ten years; 2%% por
annun thereafter,

B, Maturity: Lo years, including a 10-year grace pcriod.
C. Currency: Interes® and principal payable in United Stateos
. dollars

This amount to be reloaned by the.GFRC to REGIFERCAM with the
following terms:

A. Interest: 33% per annum (sce Annex V),
B. Maturity: 25 yecars, including a 5-year grace pericd.
C. Currency: Tnterest ard principal payable in CFA francs.

CAPITAL ASSTSTANCE COMMITTEE:

Capital Assistance Officer: J. Haimes
' Engineer: C. J. Chidester
General Counsel: J. Fnippard
Sountry Desk Officer: W. Wren

AFR/CDF, JHaimes:hk:lmg 5/24/68
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CAMEROON: Transcameroon Railroad (Phase II)

SECTION I, INTRODUCTION

1, Project Description. The proposed 207-mile extension of the
Transcameroon Railroad from Belabo to Ngaoundere will be part of an improved
transport ccorridor which will connect the Douala-Yaounde area with the
northern part of East Cameroon and the Fort Lamy area in Chad. The individual
sections of this planned route are shown in the following table.

Planned Transcameroon Corridor

Road or Distance Financed

Section Rail (Miles) by Status

Doualea-Yaounde RR 191 Germany In opergtion.
France

Yaounde-Belabo RR 182 FACE/ Under construction
FED2/ should be ccmpletead

.) AID in January 1969.

GFRC

Belabo-Ngeoundere RR 207 FAC Plans and specifica-
FED tions being completed
AID by OCFT.
GFRC

Ngaoundere-Garoua Road 178 TDA (Firnal Presently teing designed.
design)

Garoua-Mora, - Road 156 FED In existence,

Mora-Fort Foureau = Road 92 West Construction should be

Germany completed by 1969.

GFRC

2. Project History., In 1960 the Cameroon Goverrment (GFRC)
asked the United States, France, Germany, and the European Economic Community
to assist in financing an extension of its railroad system frcm Yacunde to
Ngaoundere. It soon became apparent that the GFRC could not c¢btain at oue
time all of the $80 million neaded to accomplish this task. Therefore, the
GFRC decided to undertuke the extencion in two phases. Phaze T would extend
the existing railway from Yaounde to Belabo, a distance of 183 miles, while
Phase II wculd extend the railway another 207 miles to Ngacundere,

1/ French aid organizailou.
g/ Europearn Development Furd of the Furopean Economic Community.

UNCIASSIFIED
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Construction of Phase I which began in November 1964 is
presently being carried out by the Italian firm COGEFAR. The estimated
completion date for Phase I is January 1, 1969. Financing for this phase
is as follows:

. Amount

Source Losn or Grant (In Mil. §)
A,I.D.¥ ‘ Loan - L0 years with $ 9.2

iritial 10-year grace cn

emortization and interest

rate of 3/I of 1%
EEC Grant 17.25
France . 7.2 million Grant and

1.2 million Loan 8.4
GFRC 2.0
Total $36.85

¥See A.I.D, Capital Assistance Paper No. DLC/P-60.

COGEFAR's bi& for Phase I constructicn contained an option
clause under vhich the GFRC could award the coastruction of Phase IT to CCGEFAR
at a 2% discount from COGEFAR's unit prices for Phase I. COGEFAR has since
tried to initiate discussions with the consortium concerning new unit prices.
Since COGEFAR does not appear willing to proceed under the terms of its original
option,-it has been decided that the option will not be excrcised., Therefore,
construction of Phase II will be open for international bidding.

On April 2, 1965 A.I.D, received a formel loan application
from the GFRC requesting assistance for the construction of TPhase II. After
Export-Import Bank clearance was obtained on December 23, 1965, A.I.D.
proceeded to review the economic feasibility study of the second section
submitted by the French organization Societe D'Economie et de Mathematique
Appliquees (SEMA) in December 1965, Intensive Review of Phase II was authorized
on March 20, 1967. :

Although construction cost estimates of the second secticon
were made by SEMA in 1959, all the prospective participents in the project
(A.I.D., FED, FAC, and the GFRC) agreed that these should be updated. These
were submitted by SEMA in April 1967. A.I.D., on its own initiative,
contracted with ARENCO International to evaluate and review SEMA's estimates.
ARENCO concluded that SEMA's estimated total cost of $48.2 million was correct.
This estimate assumed that $10 million of construction equipment and materials
would be purchased from the United States.

UNCIASSIFIED
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After the new estimates were reviewed and found to be satisfactory,
representatives of FED, FAC, A.I.D, and the GFRC met in Brussels in June 1967
to draw up a financial plan for Phase II. Unfortunately, after all of the
prospective contrihutions were added up, there remained a shortfall of about
$8 million. Neverthecless, the representatives of FED and FAC suggested that -
there be a call for bids for the second section. The United States represent-
atives, however, disagreed and in turn proposed that (i) a technicsl review
be made of the second section to ascertain whether cost reductions could be
achieved by making minor changes in design, and (ii) additional financing be
sought by querying other aid donors.” After considerable discussion, both FED,
FAC and the GFRC accepted and endorsed the United States position.

The proposed engineering review was carried out by a team of five
experts in the fields of projectization, track laying, earth moving, bridges
and culverts, and soil mechanics. This review dealt only with quantities of-
work and design; it utilized the unit prices established by SEMA and ARELNCO.
The final report submitted by this group on September 30, 1967 revealed that
cost reductions of about $5.2 million were possible. This would reduce ths
total cost of Phase II to $43.0 million.

After this report was reviewedz another meeting was held in Brussels
on November 12, 1967. ‘At this meeting, representastives of the GFRC revealed
that rather than further delay the project by bringing in other financizl
participants, it would close the remaining financial gap by increasing its
contribution by about $3 million. The representatives agreed that the final
project specifications preparcd by the OCPFT.should conform to thoge reccommended
in the September 30, 1967 report.

Prequalification of bidders will begin on or about June 1, 1958.
It is expected that all requirad drawings, plans and specifications will be
completed and accepted by all concerned parties to vermit a call for bids by
October 1, 1968.

3. The Borrower. The Borrower is the Federal Republic of Cameroon
(GFRC). The loan proceeds will be controlled by the Office du Chemin de Fer
Transcamerounais (OCFT), an industrial and commercial entity cwaed by the
GFRC. The OCI'T was egtablished in 1961 for the purpose of administering and
supervising the design and construction work oa the Trauscameroon Railwuay
(Yaounde-Ngaoundere) and on possible extensions and branches to this railwey.
Management of the OCFT is carried out by a six-member Board of Directors which
is presided over by the Deputy Prime Minister. It also includes the Directer
of Planning, the Director of Public Works in Eastern Cameroon, and the Director
of the Regic des Chemins de Fer du Cameroun (REGIFERCAM). After construsticn
of the Transcameroon Railway is ccmpleted, the CCFT will be dissolved acd its,
assets turned over to the REGIFERCAM,

The REGIFERCAM is a state-ouned entity which enjoys civil and

Tinancial autonomy from the GFRC. It was established in 1947 to take over
the management end operstion, of the entire railwsy system of Camercon,

UNCIASSTFIED
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REGIFERCAM is managed by a lli-member Board of Directors which represents

the organization in dealings with third parties. The Board also contracts
all loans and makes major decisions regerding general operating, replecement,
and investment programs.

The By-Laws of the REGIFERCAM provide that it shall assume
responsibility of meeting all costs of operating, msintaining, and expanding
the railway system of Cameroon. Therefere, REGIFERCAM will not only msnage
and operate the proposed extension of the Trunscameroon Railway from Belabo
to Ngaoundere, it will assume the expense of paying the principal and interest
on all loans which will be contracted to finance the construction of this
extension,

REGIFERCAM's staff includes 78Q administrative and operating
personnel, 117 auxiliary perscnnel, and 2,004 day laborers. Technical assis-
tance has been and still is being provided by the French Office Central des
Chemins de Fer d'Outre-Mar (Central Bureau for Overseas Railways). Therc arc
presently Uk technical assistan®s working with REGIFERCAM,

LIMITED OFFICIAL USH

4, Relation to A.I.D, Strategy and Yo lﬂcx A,T.D, assistance in the
financing of the second phase of this preject is a logical cxtension of our
participation with the Buropean I’concmic Community and France in financing
the Phase I extension of the same railrcad.

‘The United States is interested in the Camaroon bocause of
its dominant position in central Africa and the significant influcnce it
exerts on the olher countries in the areca. We are looking to Cameroon for
leadership in the development of regicnal projects by means of which our
assistance can be channclled into ceuntral Africa,

A.I.D. would like this project to leud to intensified cooperation
among aid donors on other needed projects in Africa. Beczuse the EEC has
become a leading source cof funds for Africa, we especially wich Lo encourage
the coordination of its activities with our own. e v

) ’ LIMTTED OFf ICIAL USE

SECTION II. Ecocuomic Analysis

1. The Economy of East Cameroon, IDast Cameroon has @ population of
ebout 4,1 million., It ig relatively well-endewed with agrnﬁultural resoureen
and also has hydroelectric and mineral wcalth juat begivning Lo be exploited,
(Only BEast Cameroon shall be dealt with, for it aleae has o direct bearing on
the railway project.)

The main export cropc raisced in the south sre coccu, coffee, and
bananas. In the north cotton and groundruts predeuivate, The magjor fecl
crops grown in the north are cas DVD, millet and sorghiia,  In contrnst, the
south raises taros, plantoins, corwy, yams, and swect polalers, AL procent
only sbout 10% of the region's food preduction i) narkited, Lhu remndnder
being consumed directly by the growara. Forestry hoas o chl doveloprmon?,

1 Lo
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potential in the south, vwhile the fish and cattle industries in the north
should expand considerably once low cost, reliable transport links to the

south are available. =Sk

" Industriel production is very limited in East Camerocn, employ-
ing a total of only 7,500 workers. The most important industry is the
53,000-ton capacity aluminum smelter et Edea, Other types of industriel
plants such as sawmills, breweries, rice mills, cold storage slaughter
houses, and cotton-ginning works are primarily centered around Douale and
Yaounde in the southern region.

. East Camercon's trade balance has been favorable since 1958.
The surplus in 1964 wus around $9 million on experts of $123 million, Cocoa
and cocoa by-products, coffee, timber, aluminum, cotton, and groundnuts
comprise 90% of totel exports. The north, however, accounts for only about
10% of these exports, Imports are divided generally as follows:

. § Percent
Type Of Total
Finished consumer goods 33
Equipment 25
Raw materials and semi-finished gcods 25
Food products and fuel oils LT
Total 100,

Again, imports for northern Cameroon ave cstimated at slightly leas then 10%
of the total,

One of the main ressons for the disparity between cconcmic activity
in the northern and southern regions is the lack of an adequate transpert net-
work between the two arean., A solution to this problem is the extension of
the ‘'Transcamerocn Raillway from Belabo to Ngeoundere,

2, Existing Transport Facilitiea in Cameroon,

A. Rail, The railway natwork in Camsroon consiuts of the following
linen:

a) The Northern line which connects Douala with Hkongansda, This line,
built at the beginning of the century, is 106 miles in length.

b) The Central line which conuects Douale with Yacunde, a distance of
190 milen, Conatructien of this line began at the begluning of the century and
re hed Yacunde in 1927.

.
¢) A branch of the Central line which ccunects Otels station with
Mbalmayo, a distunca of 22 miles, It was bLullt in 1927 and couverted Lo pater
guuge in 1973, .

UNCLASSIFIID
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fhe railway network services approximately 12% of the total area of Cameroon
and 30% of its population, Total tonnage of freight carried rose by an
annual average of 3.5% between 1958 and 1964, while the number of ton-
kilometers increased at an annual rate of . 6%. Since 1958 passenger traffic
has remained at around 1.3 millicn people carried per year.

B. Road Transport, The road system in Fast Cameroon consists of
less than 14,000 miles of improved roads. Road transport between Dovala cn
tne coast and Ngaoundere in the north gees by three routes, each akout 1,000
miles long. Only one of these roads, however, is freguently uscd; this is
the so-called Highway 1 which passes through Yaoounde, Bartoua and Garoua-
Boulai,

.

There are 33,000 vchicles registered in East Cameroon. Although
it is difficult to estimate the growth in tounage handlid by road traffic,
an indication of growth might Ye the incrcage in diesel “ucl consumed by
trucks in East Camcroon vhich in rcceat years has increa:~d by 6.5% per annum.,

C. River Transport. The Beaue River is the only navigable river
which links the northern part of Cemercon with the sea., However, Garoua,
the only significant port in the northern rogion is accesgible only during
the two-month rainy scason, lNevertheless, traffic cn Lhe river throvch
this port has incrooscd by 107 suruslly ciuce 1959, with 62,000 tons being
handled in 196k,  However, this prouth rate mey shortly te curiailed due to
limitations of navigebility on the river,

D, A11 Travcvort,  Incoming and oulpoing air f'li”}t at the various
airports , to 13,700 tons
in 1900, On L}n other ll:m.i, pacoonger Leaffie nearly (iwubl(d durdins theocone
period,

Eo Cauwvarisen of Grwicport Bates,  The Folloslivg table suerarizes

the npprosimnte nveri e 11(1Awt ribes of the foar Lypen of Lransport,
J Vi )

Per Ton-

Hode, Koty
Railvuy $.051
Roads 050
River 034
Air Lo

Rates for the anllreat are penernlly woivers Chreughout, the
syastem, Hovever, gocds golig Lo or fras northers Coveroon, Chad and Lhe
Central Afyfcan lepubdie seveive boppecial tmadt pte ahieh to a0 phily
Jover that that gl sbeve, Bhales o pond Lowoport vary fdely, il
the highest Voedng around § .00 por P=b and the Yearst svcund the nyerage
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rate charged by the railrced. Although river

approximately the seme as rail, no dccount is
river shipments., In some cases this delay is

delays increase the econcmic cost of shipping
being tied up in inventory.,

must absorb the additionsl cost of goods

The impact on the econcmy due to
transport rates

(e
can be shown by the folleowing illustration:
cost of transport from the north to the south

rates are shown as being

teken for the time delay in

as long as 10~11 months., Such
since the producar or consumer

reducticn in the existirg
If the average

were decressed by 144 per m-kM

(i.e. from average recad transport rate to aversge railway rate), a northern
producer could recaive 12¢ per kilogram of peanuts versus the present price

of lO%¢, and pay 10%¢ for a liter of gascline
of 13¢.
.80 liter of gascline per kilogram cf pesnuts
1.14 liters per kilogram of peanuts. This is
of W39,

3.

Befors transzpert improvement thar, a

compared with the presen’ price
nerthern preducer could obtain
while aftar he could obtain

an increasz ir his real income

Traffic Projecticns of an Tmproved Trauscamercon Corridor

A. Internal North to Scuth Traffic,
are based solely on. the eatimatod producticn
groundnutz, livestock, fish and rice.

of Tive mejor products:
Prejucts of these commciities (and

Nerth to south traffic projections
cotton,

their by-product such as grounduut eil, cobtern eil, cobbon oil cskns ard ,

skirs) arc based on date prasented in the SEMA report,

‘summarizes these estimatorn:

Total Teus ¢f Geolds to be Trarcpe

The follicwing tabla

-0

ried Aﬁnu&lly

Mode_of Trenupurt, 1963-01  TIgZTEL T A975-16  1995-b
Railroad or roud 15,400 62,100 79,000 127,300
Benue Kiver - 18,000 19.050 22,000 ek, 000
Nigerisn Railroad ard Cther 32 000 8,000 _11,000 _1b,000
Total ga,c0 B9.100 112,600 165,300

The aLove estimnben i licato s relatively melel grownih i total

tons to be transpostaed, crly W% per yenr,
however, ie estimited Lo Ir-yrease clphb-rold,
' '
Intersand Seuth o Hocth Treaffice,

B.

Thao

Yorecool

chare poirng teo radl or road
[ ’

Cf Lhe revemaord of

oods from the couthorn Lo Lhe norbhery popdion of Cumerced are Yoaod or ihn
{

followlng predictio :
u)
b)
c)

Porocapita o o w1l s

peroceplta con targ Lo

390 per year,

URCLACCTE 1)L,

Popatation provth rales wild romndr ol oprenont

SLrh e

Jegelng

’
by 30l per yeusy and

of mpertor ooty Wil dncrenns by
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{by SEMA,

D. Traffic Summary. The vast majority of tonnages forecasted above-
will travel the whole distance batween Belabo and Ngasoundere. This is so
because very few people live in the ares thrcugh which the railrocad will pass.
(The average populaticn density of that area is 2.9 persouns per square kilo-
meter.) It is assumed, therefore, that the prejections of tonnages cen be
converted to ton-kilometers by multiplying them by the distance of the proposed
railroad or road alternative betweon Belsbe and Ngaoundere, The following
table summarizes these projections via reil or road alternatives.

Growth of Freight Traffic (In Both Directicns) -

Amounts Transported in Tons Millions of Ton-Kilcmeters
Railroad Roed

North Southern (330 KM (371 KM
Year Cameroon Chad Total x Tons) x_Tons
1971 104,100 23,500 127,600 L2.6 - 7.3
1972 112,800 2k, 700 136,500 h5.6 50.6
1973 120,000 26,oooa 146,000 48.6 54,2
1974 128,800 93, 1oo—'/ 221,900 Th,1 82.3
1975 137,300 98,000 235,300 78.6 87.3
1976 148,500 105,000 253,500 8.7 ol
1977 158,600 113,100 271,700 95.9 100.8
1978 169,300 121,300 290,600 97 107.8
1979 180,900 129,900 310,800 103.8 115.3
1980 - 193,200 138,600 33:.,800 110.8 123.1
1981 206,400 147,7C0 354,300 118.2 131.4
1982 220,400 157,000  377,bLoC 126 1ko
1983 235,400 166,600 402,000 134.3 149.1
1984 251,300 176,500 427,800 143 158.7
198¢ 266,600 186,800 453,400 151.3 168.2
1986 285,800 197,600 = 482,400 161.4 179.3

§70paning of the Ngasoundere-Mcndcou heavy-treffic route i3 expected iun 197k,

E. Possible Additicnel Traffic, There ars two cthar potential scurcas
of traffic., Although thaze are not included in this papar's traffic projecticns,
they could significantly increass the forecasted tonrage of goods to be mcoved
between nerthern and southarn Camercor.. One of these sourcas is the bauxite
deposits at Martap-Ngaousdal in th2 rorthern regicn. These depesits probably
would be worked if the cspacity of the slumirum smelter at Edea were increased
to two or threa timss its presant capacity. Ceorsideraticr of this pessibility
has been given sericus atlertion ty the GFRC and by the Frazch interests in
the Edea smelter, but ne decizion has yat bean reachsd. ; '
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The other source for incressed traffic is based on the possible
construction of a dam at Mbakaou, also’'in the northern section. This proposed
‘dam which would provide water for an intensive irrigation scheme would
eppreciably increase the amount of products grown in the area. It is estimated
that the implementation of thisz scheme would result in sn additional 50,000
tons of traffic annually,

4, Alternative Transport Solutions for the Transcawerocn Corridor

A. General. Given the traffic projections betweern Belabo and
Ngaoundere, it is necessary to determine the most economic means of trans-
H
porting these forecasted tonnages. The possible alternstives are:

a) Extending the Transcamerocn -Pailroad to Ngacundere;

b) constructing a new road along the came genersl path as
the propoged railway; and

c) reconstructing the existing road, that lies east of the
proposed new rcad route to all—weather,heavy traffic standards.

Of the three possibilities, reconstructing the existing road can
be rejected readily as the least econcmic, First, because this route would
be rearly twice as loug as a new road, user operating costs would ke consid-
erably greater than they would be over a new road. Secondly, because the
existing road is in such pocr condition and traverses much rugged terrain,
its reconstruction cost would be greater than the cost of building the direct
road, This alternative, therefore, should be eliminabed.

. B. New Road Alternative. The possible direct road betwzen Belaho and
Ngaouridere would generally follow the route propcsed for the reilvay extension,
It would divert from this route in a few places. Because a road requires a
wider bed than a railway (28' vs. 13'), and because a road can withstand greate:
horizontal and verticel curvature, it would be better to have it follow ridge-
lines to avoid heavy earthwork and drainage problsma. The proposed direct rcad
would therefore be about 226 miles loag (371 kiicmaters).

. The estimated cost for constructicn of the direct road is $23.2
million. These costs should be spread over a Tovr-year construction pericd

(1968-1971).

SEMA states that it would not be necessary to acquire additicaal
trucks to carry the estimated tornages until 1977 at which {time four trailer
trucks (each with an 18 ton capac1ty) would be purchasged, Additional trailer
trucks would be neeled esch year hencefcrth. This number would increase from
five in 1978 to eleven in 1986. Trom 1977 to 1986 5 total number of 69
trailer trucks would be purchased costing a totzl of $¢ 5 millicn,
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Ordinary yearly rcsd maintenance costs are estimated at $230 per
mile or $85 500 per year Tor the entire rcad., In eddition, the rcsd would
need resurfacing once every five years before 1985 and from thern on once
every three years. Each resurfacing would cost ebout $2 million. It is also
estimated that the average cost of hauling one ton a distance of one kilo-
meter on the propos2d road (asphalt surface) would be 3.20 cents. Thig
emount includes vehicle depreciaticn. Therefore, the cost of replacing rolling
stock is included in cperatirg costs. By multiplying this figure by the
projected annual ton-kilometers of traffic shown previcusly, a tohal yearly
operating cost can be determined for compariscon with the railrcsd alternative.
The initial year that the road is in operation, this cost would be $1.59
million. It would increass to $6 %9 million by 1987,

The following teble presents toltsl capital costs, user operating
costs, normsl maintenance costs, and resurfacing costs of the direct Belabo-
Ngaoundere rosd. These costs have been projected for 50 years, the assumed
life of the road and railrosd. After 1986 user operating ccsts are constart
since traffic projections have only tean male through 1986. From 1986 the
cost of resurfecing th2 road is taken on an annual tasis. Note that the
estimated amounts for the purchase of additional trucks have bean cmitted on
purpose in order to forestsll the objection that additicnal vehicles could be
financed by the depreciation charges on all the truczks in Camerocn., These
amounts totsl $1.53 million.

Capital and Operating Costs for the Direct Belabe-Ngzcundere Road
(In Millicans $)

‘ Constructicn Re-surfuc- Normal Usa2r Operal- Tctal Cost
Year Cost ing Mairtansnca ing Costs p=r Your
1968 5.6 - - : - 5.6
1969 5.6 - - - 5.6
1970 6.0 - - - 6.0
1971 6.0 - - - 6.0
1972 .0856 1.51h 1.599
1973 .0856 1.619 1.70k4
1974 .0856 1.734 1.820
1975 .0856 2.634 2.71.6
1976 . . 0856 2,794 2.879
1977 2.0 .0856 3.008 5.098
1978 .0856 3.225 3.311
1979 , .0856 3.4kg 3.535
1980 .0856 3.689 3.775
1981 _ , .0856 3.939 - L,025
1982 2.0 .0856 4,204 6.29h4
1983 .0856 4,480 L.565
1984 .0856 h.771 4,856
1985 .0856 5.078 5,16k
1986 2.0 .0856 5.382 7.472
1987 .6€8 .0856 5.737 6.491
2021 .668 .0856 54737 €.491
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C. Cost of the Transcameroon Railroad Extension: The capital cost
of the Belabo-Ngaoundere extension of the Transcameroon Railroad is estimated
at $3 million, . This includes $3.0 million for additional rolling stock
consisting of: ’

-3 - 2,200 h.p. locomotives,
8 - small switching engines, and
69 - freight cars.

The estimated total operating costs are based on the.following
forecast of the number of trains weekly between Belabo and Ngaoundere:

1971-1973 3 trains weekly
1974-1976 5 trains weekly
1977-1979 6 trains weekly
1980-1982 7 trains weekly
1983-198h 8 trains weekly
1985 and thereafter 9 trains weckly

The total operating costs for the railroad include depreciation
of all capital facilities; wages and fringe benefits of railroad personnel;
maintenance and repair of stations, engines and rolling stock; and fuel.
These costs would total $800,000 per year initially, increasing to $1.h2
million by 1987.

D, Optimum Solution. The preceding analysis shows that the railroad
slternative has a higher capital cost than a road built along the same general
path ($43 million vs. $23.2 million). Illowever, the operating expenses of the
railroad are considerably lower, being $800,000 per year initially for the
railroad vs. $1.59 million for the road and rising to $1.42 million in 1907 for
the railroad compared with $6.49 million for the road. When capital, opsrating,
and maintenance costs over the assumed 50-ycar life are added together, the
following results are obtained:

Railroad $10 million
Road $315 million

However, a more meaningful comparison cain be made between the two
alternatives if the total yearly costs for each alternative are discounted
back to the present and the 50 resultant present values added together., The
present worth values of the road and the rail alternatives can then be coamparc
SEMA did this for three interest rates - 6%, 10%, and 14%. The results are
as follovs:
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Present Value of Present Value of
Discount Rate Costs cf Railrcad Costs cf Rosd
6% $48 million $80 million
10% 38 million L7 million
149, 32 million 32 million

The railroad alternstive has the lower present value at discouri rates up to
14%. Since it is highly unlikely that the actual opportunity cost of capital
in East Cameroon is greater than 149, it would appear that the railroad is
the best alternative, : '

5. The Economic Benefits Resulting from Extending ths Transcameroon
Railroad.

A. General. It has been shown that the extension of the Traanscameroon
Railroad is the minimum cost alternative fer the trarsport of the estimated
tonnages of goods between Belabo and Ngaoundere. However, it is still necessar)
to demonstrate that given the estimsted capital and recurrent costs of the
railwsy extension, that the economic benefits to the Camsrcon ecoacmy resulting
from the proposed rail extension will be large enough to yield s rate of return
equal to or gregter than the marginal productivity of capital in Cameroon
(i.c. the opportunity cost of capital in Camerco).

Therefore, we must compare the time prcfile of the coshs of
extending the railroad with a time profile of the incremental gquantitesive
benefits resulting from such an extension.. Thesn two time profilas of ccosts
and benefits will then be discounted at varicus irterest rates. The rate
that equalizes the present value of costs ard benefits will be the internal
rate of raturn of the project. This rate may then be comparad with the oppor-
tunity cost of capital in Cameroon to determine if the prepeosad invasimert is
economically Justified.

B. Reduction in Transport Costs. If the Transcamercen ksilrosd is
not extended, the unit cost of shipping gecds between the northern and
southern regions will continue at the existing freight wate - avout 5¢ per
ton-kilometer, It also must be noted that the present road rcut: batweaan
Belabo and Ngaoundere is 166 miles longer than the proposad railway extensicn,
Taking these two factcrs into considaration (i.e. high®r ucit costs avd lorger
distance), a comparison can be made between the tetal user costs ovar the
existing road vs. the total user costs via the proposed rall extensicn from
Belabo and Ngaoundere.

The SEMA study estimstes that teanage on the existing rosd
between Belabo and Ngaoundere would r.ot excead the 1971 projection of 127,600
tons, WVere this traffic carried over the 373-mile existing roud, it would
equal 76.69 million ton-kilometers of traffic. At an average cost of
approximately 5¢ T-KM, the total transportation cost would ke $3.7 millicn
annually., The comparable cost of transportirg this tonnage vis the prepesed
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railvay extension would be $1.4 million annually. The difference between
the two Tigures. ($2.3 million) represents the annual user savings due to the
extension of the railroad, These savings would accrue every year of the
50-year estimated life of the railroad.

The present value of a $2.3 million annuity to be received Tox
50 years starting in 1971 at various rates of interest is as follows:

of Interest Present Value
6% $30.45 Million
10% 17.13 Million
15% 10.07 Million

C. Increased Agricultural Productiorn. By bringing about a large
reduction in the costs of transporting bulky agricultural produce from the
arega around Ngaoundere to Douale, the main ocean port, the propesed railroad
extension will stimulate greater production and shipment of these commodities
from this area. SEMA states that THof the estimated yearly additional
agricultural production originating in north Camercen after 1986 car be used
as an approximate indicator of the additional yecarly real output resulting
' from the proposed project, TIts estimates of this production are as follows:

. : Yearly Increase in Wholesale Price Value (Millions
Commodi ty Production by 1986 (cra Franc/ton) of CFA ‘rancs)
(Tons)
Groundnuts 14,000 15,000 210
Groundnut 0il 200 120,000 2l
Cotton Fibre 16,000 110,000 1,7€0
White Rice 12,500 40,000 500
Meat 3,000 160,000 300
Live Cattle 2,000 100,000 250
Skins 500 80,000 ko
Dried Fish 5,000 100,000 500
3,584

75 % 3,58l = 2,690 millien CFA francs

SEMA reduces the resultant Tigure (2,690 million CFA Trancs) by
20% in order to take into account costs of producticu. The value added is,
therefore, 2,150 million CFA francs (.80 x 2,690) which is equivalent to $8.6
million per year, This extra yearly cutput of $8.6 million represants a
substantial benefit. The present value of a $8.6 million anuuity to be
received for 35 years starting in 1986 and erding in 2021 at various rates
of interest is as follows:

Rate of Interest Present value
6% $43.69 miilicn
104, 14,96 million
15% h.56 million
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However, extra agricultural production of a smaller magnitude should
occur between 1975 and 1986. SEMA estimates the net value of this extra
production to be about $2.7 million per year. The present valuc of a $2.7
million annuity to be received for 11 years beginning in 1975 at various
rates of interest is as follows:

Rate of Interest Present Value
6% $14.,17 millicn
109 8.99 million
15% 5.32 millior

The total discounted benefits for the proposed project ccasisting
of user cost savings and additional net agricultural precductio: can now be
presented:

Present Value of

Rate of Interest Total Benafits
6% $88.31 millicn

10% 41.08 millic:

" 159 19.95 million

D. Discounted Costs of the Rail Extensicn. The $43 million cspital
-costs will be 'disbursed over a three year constructicn period (Juns 1969 -
June 1972)., It is assumed that these disbursements will be as follows:

Year Capital Expeanditure
1969 $12 millicn
1970 12 millien
1971 12 millior
1972 7 millicn

The presert value of this cost stream at varicus rates of ivteresti
is as follows: ‘
Presert Valius of

Rate of Interest Capital Costs
6% $37.58 millica
10% 34,66 million
15% 31.36 millicw

E. Internsl Rate of Return. The present values of costs and terefits
can now be compared as follows:
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Present Value of Present Valuve
‘Rate of Interest Capital Costs of Benefits
6% $37.58 million $88.31 million
10% 34.66 million 41.08 million
15% 31.36 million 19.95 million

The internal rate of return is that rate of interest which makes
the present discounted value of costs and benefits equal, This was computed
to be 11.5%. Since the social marginal productivity of capital in Cameroon
probebly does not exceed this rate, it camn be concluded that the Belabo-
Ngaoundere railway extension is economically justified.

III. TECHNICAL ANALVSIS

1. Background. During the early part of the twentieth century,
preliminary engineering studies were made by the French Govermment to establish
the location of the Railroad from the port of Douala in Camercon to Mondou in
Chad by way of Ngaoundere in north-central Cameroccn. By 1933, the rail line
was complete from Dovala to Yscunde., 1In late l96h, an Itslian construction
firm (COGEFAR) was awarded the construction contract to extend this rail line
toward Ngaoundere from Yaounde to Belabo). This is commouly known as the
first phase of the extensiosn of the Transcamercon Railrcad., Completion of the
construction of this section is scheduled for carly 1969, Belabo, therefore,
is the starting point of the project now under consideratioa and Is knewm
generally as the second phase. This section extends from Belabo to Hgacvndere
(207 miles) and is to be funded in part by this loan. The present track
location is a refinement of a preliminary survey completed in 1959. Subse-
quently, the French financed the final design of the extension to Ngacundere.
The alignment as now established is considerad the shortest and most econcmical
route, as well as belng the most Tavorable to the development of the regions
traversed.

2. Design. The design stendards of the Sccond Section of track are
the same as those used on the First Sectiony i.e. it will be a cne-meter gauge
track using wood and steel ties under 66 pcund reil. It will have a meximum
radius of 300 meters (985 feet) and the minimum length of tangent betwean
curves will be 75 meters (245 feet)., Vertical curves will have a 5,000 mater
radius (16,350 Teet). The cuts and the fills for the track bed will be brovght
to an clevation which will allow for the placing of two inches of sand cushion
(under ballast) and six inches of ballast under the ties. It is estimated that
this section of track will require approximately 5,700 tons of corrugated
metal culverts and 2,600 lineal feet of structural shteel, including seven ma1oz
river crossings. Flve depots with sidings ars to be constructed and, addi-
tionally, nine passing sidings vhere stops may be made., In addition to
apprcximately 1,085,000 feet of main line track,there will be about 64,000
feet of siding and depot track. The rail weight of 66 pounds per meter has
been determined to be the lightest that can satisfactorily carry the anticipated
loads. Us1ng the criteria appllod in the United States for estimating the life
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{of the rail; i.e., twice its wazight per yard in millions of toms, this rail
should service a traffic veiume of 120 million gross tons before its
replacement becomes neccssary.

" After the completicn of the initial bidding dccuments for this
section of the track, the dcaicrs corcluded that further cost study should be
made of the original design before reguesting bids for the Second Sectiom,
Accordingly, FED, ir ecarly 1967 with the approvel of A.I.D., FAC, and th2
Transcameroon Railway Authority, retained SEMA, a French firm of cozsulting
engineers, to estimate current costs of the Second Section. A.I.D. was
concerned that the new estimatcs were higher thar the expected aveilsbility
of funds and pressed for a further review of the design te bring dowm costs,
A group of five independent consultants checked into the design. This work
was accomplishad during the summer of 1967, and ian Ncvenber 1967, the sugges-
tions made by the consultants were agreed to by FED, A.I.D., FAC, and the
OCFT. The new estimates shown hereir reflect the design charges reccommended,

The bidding dccuments are in the process of being revised to
indicate the approved changes in the design. Frcm an engineering point of
view, the revisions are sound and the design changes prepesed and adopted
by the responsible agencies appear to meet the requirem=nts for a rsilrezd
of this charactcr. Basically, the changes proposed by the ceonsultants and
accepted include a reduction changs in the number of tieg from 1,500 to
1,333 per kilometer of track; a design change aim~d at eliminating sliding
‘in the deep cuts; eliminaticn of bsllszt pans on the bridges; and replacing
some of the arches and box culvarts with semicirculer pipz culverts or with
small reinforced concrete bridges. Tha change in the dosign of the da2p cuts
and the elimination of ballaast pans gre conservative propcaalz and are
beneficial for the railroad as a whole. The other chzrges adcplod may roguirve
a grester concentration on track meintenance than would otharwise be the case,
With the assistance of the French, the rolling stock will ineluie the necessary
equipment and facilities to hardle the additicral mairtersnce rospensibiiity
imposed upon the Railway Autherity.

3. Procedure for Censtruction. The firal plans, specifizations and

bidding documerts have bean prepared and will be approved by the Zccuomic
Development Fund of EEC, FAC and by A.I.D. before bids are regquested.

The following categeries of construction firms will be eligible
to bid:

l., United States I'irms

2. EEC Country Firms

3. Associated states includirg African Jcmmunity Firms
i, Joint Ventures of the above ’ "
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to the loss of West Cameroonm's privileges ir the British market. Earnings
from this source have now settled at a level abcut 404 below previous
aversges. Cocoa exports, which have been aeffected to orly a small extent

in volume, have dropped in value by scme 20% since 1963, while coffee experts
- have increased in volume and value, particularly berefiting from the favorable
prices enjoyed in 1960 and 196k, ' o -

The increase in the value of imports hss resulted Primarily from
larger imperts of cor.sumer gocds cther than fccdstuffs as well a3z imports of
semi~finished products and capital goods. (Imperts of focdstuffs have

actually declired,)

Foreign trade coantirues to be, heavily criented toward the franc
zone perticularly towsrd France which accounts for sama 55% of Cameroca's

total exports and about

50% cf her total imports,

E. Balance of Payments., Estimates of the balsnze of paymerts appaar

in Amnex I, Table 2. These estimates are based on rezgh  apprceximations and
incomplete informstion and sre subject teo consideratle marging of error, In
general, the small favorsble merchz-dise trade balacca which Camercen has

enjoyed since 1959 haz been offset by tha grovizg daficit of invisible trans-
actions. Thus, the balsonca cof paymerts cn curresnt zctcurt has been wilavorable
since 1960. On capitsl account there have Yaor substantisl infliws from TAC,

"FED, Caisse Centraie, £,1.0,, Germary and Grest Britzir fer i

2stmart in the

public sector, Although in recent vesrs thare have bow: substartis) amcuats
repatristed by individuzls snd ty foreign enterprisaz cpareting ir Camarcor,
the balence of psyme:is neverthelass has shows a ral ixflew of private cupital
over the last five years,

While the vclume of exports can ba expuchad to continge te grew

at past rates, the growth of expurt earnings for the foreseasbio futurs is

unlikely to excesd 3% par annum, With imperts growirg sh some €9 por yesr,
reflecting the growing damszd Tor cepitsl gocds i prriicular, tha currert

account daficit is expucted to more thar ekl a

()

BN

nothe vaxt five yazrs, Tn

the gbserce cof any new davelcpment or emrgenc2 of any vaw predusts, which
seems uclikely ir ths sheat ras, the prospecis for merchsyatss 2xparts gra

not good up Lo 1970, The preojasticrs of Anvax h, TatLr 2 take mtcount of:

a) the main estimates of preductic: prospacts; b) grovlr g difficuity v export -
ing certair products, such as coffes snd cosca LW LN exiass supply; c) need
to elimirate any preferentisl prices arjoy21 by Jamerces, experts on tha French

market, by 1968; axd 4)

F. Conclusig;,

———— s 3

that prospeets for repayment of the lea: by boik

reasonagble,

3. Other Scurces of Fimaggi;gf Althuogh Frar:

estimates for future prin2 travds,

L can bte coreluded
GaM oard the GFED are

Frem the previous dizcsssic

has pravidad the

major share of official cepltal to Camarcer, othar icrers have mad2 substantisl

contributicus, (France

Cameroon). For exsmpls,

still previias mest of tha techricsl assisterce to
i% March 1967, & $7,000,000 TBE) leasn and ar $11,000,000
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IDA credit were made to the Cameroon Development Corporation and the GFRC
respectively to assist in financing the Corporation's plantation program

in West Cameroon. In Janusry 1968 IDA made a credit of $550,000 to the

GFRC to assist in financing detailed engineering and associated studies for
the improvement of the Ngaoundere-Garoua road in Fast Cameroon and the Tiba-
Victoria road in West Cameroon. The European Development Fund hss been the
most Important source of capital assistance to Cameroon. Tt has granted or
loaned over $62,000,000 for about 42 projects. These include constructicn
of economic and social infrastructure, agricultural improvement &nd diver-
sification programs and economic and engineering studies.

Other sources of.financing for thig project ars not available.
During the course of discussion with the other donors and the GFRC on
financial arrangement for this project, A,I.D. suggested that the GFRC
attempt to seek financial assistance from the Government of Canada and the
IBRD. The GOC and the IBRD, however, admitted privately to A.I.D. that they
were reluctant to assist in financing, since their involvement in the project
would necessitate their reviewing all the technical, economic and firancial
aspects of the project which would result in substantially delaying the
proposed construction schedule., The GFRC in turn was scmewhat reluctant to
bring in these other sources of financing for it feared that because the GOC
and the IBRD were considering the Tinancing of other projects in the Camercon,
these donors probably would or could not agree to commit additional funds to
Transcameroon, Phase II,

V. Effect on Private Interprise

. . The proposed loan will benefit United States manufacturers of
heavy construction mechinery, culverting material, structural stecl, steel
rails and other construction materials. Without the tied A.I.D. loan funds,
a contractor probably would not purchase this construction material from the
United States, This is so because (according to the AREICO report) the
prices of this material purchased in the United States are about 74 higher
than the prices o similar material purchased in Europe. Similarly, because
a European contractor probably will be lcw bidder (There is the possibility
that a United States construction contractor would participate in a joint
venture arrangement with a Furcpean firm), and becsuse Europecan contractors
either tend to purchase Furopean equipment or purchase equipment of United
States subsidiaries located in Europe, little United Stztes equipment would
be purchased without the tied A.I.D. loan.

VI. Impact on the United States Balance of Payments

The $lO million A.I.D. loan will only be used to finance gocds and |
services of United States source and origin. Unlike the previous $9.2 million
A.I.D. loan for Phase I, no local costs will be linanced under the new loan.
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Based on the discussion presented in the previous sectioan, it
can be stated that the $10 million of United States equipment and materisls
financed under the A.I.D. loan represent additional United States exports.
In other words, without the A.I.D. loan, United States expcrts to Camerocn
would be $10 million below what they would be with the lcan. In addition,
the future interest and principal payments of the GFRC will benefit our
future international payments.

VII. Issues,

None,
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Project No.
A.I.D. Loan No. 631-H-003

Capital Aceistance loan Authorization

Provided from: Development Loar Furde
Camerocon - Tranccameroorn: Railroad Phase IX

Pursuant to tle authority vested in the Administrator of the Agercy for
Internatioral Development (hereinafter called "A.I.D.") by the Forelg:
Assistarnce Act of 1961, as amcrded, and the delegatiorns of authority

issued thercunder, I hereby authorize the establichmert of a loarn purcuvant
to Part I, Chapter 2, Mitle I, the Developnent Loar Furd, to the Covermmeut
of the Federal Republic of Camevcon ("Borrower") of nol to excced
$10,000,000 to be reloared to the Regie des Chemins du Fer du Camexoorn

(the Cameroor. Railway Authority) to assist in finarcirg the foreig: excharge
costs of equipment, materials and services required o corstruct Fhase IL of
the Transcameroon Railroad from Belabo to Ngaourdere, in Cameroon. This
loan is subject to the following terms and conditions;

1. Interect Rabes ard Wevms of Ropayment,

A. The Regie deg Cremirs du Fer du Cameroon {REGTFER'AM) ehall
repay the loar to the Borrower ir. CFA frarces or in cuch
currercy ac ic a* the time of paymert legal terder i Cameroo:.
with.ir. tworiy-Tive {(25) years from *he da‘ic of the firct
disrbu=eemeri, urde~ ihe loa», ircludirg a grvace period of ro%
o exceed five (5) yeavs., FE3FEFCAM erall pay to the
Borvow.r ir‘erect at the rate of threc ard orc-ralfl perce-a
(3%4) per a:rum on the urrepaid priveipal ard ary ivterert
accrucd thereor.

B. Porrcwor chall repay tre loar 1o A.l.bU, ir U.S. dollars within
_forty (LOY ycars from rc date of the fire! dictureemers urder
the lcar, ircludirg e grace pcriod of roi <o exceod ten {10)
years . Borrowey shall pay to A.7.D. irterestu al the rate of “wo
percert (2%) per avnum during ire grace pericd ard twe avnd one-half
percent (£3%) per artum thereafter,
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2. Other Terms.and Conditions.

A. Equipment, materials, and services financed by the loan shall be
of United States source and origin.

B. The loan shall be gubject to such other terms and conditions as
A.I.D. may deem advisable.

Administrator

Date
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PT84

France (FIDES &
FAC)ara FED

France (FINES)

Durspean Cormon .

Market (FED)

France (FAC)

A.I.D.

France (CCCE)

France (CCCE)

France (COFACE)

Private short term
funés from Camerocn
s-urces
Private medium term
funds from Cameroon
sources

Date

N.A.

1963

1953

1963

1961

1964
1964

N.A.

N.A.

Total

PREVIOUS GRANTS AND IOANS TO REGIFERCAM

Grant Loan
$11,600,000 -

- $ 4,500,000
17,250,000 -
7,200,000 -

- 9,200,000 -

- 800,000

- 400,000

- ~1,200,000

- 100,000

- 600,000

$36,050,000 317,100,000

UNCLASSTIFIED

interest

Rate

interest-free

3/k of 1%

3%

3%
5-3/4%

5-5/8%

6-5/8%

UNCIASSIFIED~AID/DLC-P-T710
ANNEX 3, Table 1

Amortization
Period

40 years

Q years

9 years

5 years

2 years

3 years

Furpose

Total amount of
subsidies tc Regifer-
cam from Jan 1, 1948
to June 30, 1966

N.A.
Phase I Transcameroon
Railroad

Phase I Transcameroon
Railroad

" Phase I.Transcamerocn

Railroad

Purchase of two
locomotives and roll-
ing stock for Trans-
Cameroon Railroad

Same as above

Purchase of 10 switch
engines & 2 locomo-
tives.

To build up liquid
assets

To finance construc-
tion of Mbanga-Kumba
branch line '



.3.

Dcnor

Burcopean Common
Market (FED)

" France (FAC)

(cccE)

A.I.D.

EufoPean Common
Market (EIB)

Buropean Common
Market (FED)

Medium-term Bank
Leoan
FED
German bilateral

ald/Cameroon
Development Bank

Sumbers set off in guotes are assumptions only.

UNCIASSIFIED
ANNEX 3, Table 2

EXPECTED FUTURE GRANTS AND LOANS TO REGIFERCAM *

Grant

$15,000,000

2,800,000

1,120,000

Loan

$5,000,000

5,100,000

10,000,000

1,400,000

"600,000"

1,800,000

1,200,000

Interest Rate

1%

33%.

3%(or

less)

UNCLASSIFIED

Amortizetion
Period

40 years, including

grace period of 10 )

years

15 years, including
grace period of 5
years

25 years, including
grace period of 5
years

21 years, including
6-year grece period

ose

Transcameroon (Phase IT)
Transcemeroon (Phase II
Transcameroon (Phase II

Modernization of repair
and maintenance shops
plus rolling stock
Construction of Mbanga-
Kumba brench to link East
and West Cameroon

Same as above

New station at Douals

Yaounde freight station



Annex 3, Table 3

Interest and Amortization Payments of REGINIRCAM
~on Oubstanding Loans as of Junc 30, 1906

FY Amount Payable U.S. Dollars
(CFA Francs)
1967 172,849,233 $ 705,507
1968 172,300,243 703,266
1969 121,888,280 497,503
1970 75,299,226 307,343
1971 4,542,569 30k4,255
1972 3,762,442 301,071
1973 66,797,027 272,640
197h 16,207,825 188,603
1975 . -105,994,755 432,631
.«'1976 102,708,970 419,220
1977 101,989,572 416,283
1978 102,503,510 418,381
1979 103,021,308 420,495

1980 103,542,995 hoo,62k

UNCLASSIFIED



UNC SIFTED
ANN%%S3, Table 4

Anticipated Loan Amortization for
Loans to REGIFERCAM for
Iranscameroon (Phase 11)

FED CCCE A.I.D. Total Amortization

Year $5,000,000 $5,000,000 $10,000,000 Payments for Transcamerocon (Pnase II)Ioar
Loan Toan s

1972 50,000 $ 216,750 $ 350,000 . $ 616,750

1973 " 636,633 350,000 1,036,633

1974 " 636,633 703,610 1,390, 23

1975 " " " "

1976 " o "

1977 " " " "

1978 " " " "

1979 193,740 " " _ 1,533,983

1980 193,740 " " 1,533,983

UNCLASSIFIED



Year

Ne TIncome
CFA Francs

605,800,000
641,000,000
792,000,000
722,000,000

722,300,000

Past and Transcameroon (Phase II) Loans

Ability of REGIFERCAM to Service

Revenues-Costs

U.

S. Dollars

&
2

2,472,653
2,616,326
3,232,653
2,946,938
2,948,163
3,587,755
3.763,6T3
5,532,521

3,962,225

Total Interest and
Amortization Payments
for 014 & New Loans

$

UNCLASSIFIED

917,821
1,302,273
1,578,8L6
1,822,874
1,809,563
1,806,526
1,808,624

1,954,478

UNCIASSTIFIED___
ANNEX 3, Table 5

Surplus
1,554,832
1,307,053
1,653,807
1,124,064
1,238,700
1,781,229
1,955,049
3,485,113

2,024,617



i P
Federal Budeer of Cameroon
s (®112loms of Dollars)
<8 Bevense 1999 19R2 1963 198 2965
_' Direct Taxes 10.2 19.2 2.4 19.6 25.5
3 Inpurs Dutles 6.3 335 M1 WA 62
i % Dxpors Deties 19.6 1.0 13.1 12.7 13.2
| Bxstse Tumes 3.7 ST 184 WT 6.7
Wise Feremues ) 9.4 9.k 8.2 8.6
Total Curremt Revemue 45.3 8.8 100.4 95.6 111.0
b Durremt Dipemiviure | 514 8.9 8.8  93.9  uoka
4 Carrest Surplzs (+) 61 A1 am6 T #69
' Ospital Expentivure 33 82 7.8 86 180
Buiges Defiztis (=) =5, -12.3 kB 5.9 «11.1
Purplus (+)




s . gl =T
| ANNDE b, THE 2
Dalawes of Peppewis

; : (ildioms of ToSo Dellars) Py jeeted

F Qurrest sgrous w6 e pe%6 g 0@

b Reports (103) UGS #23.3  #2G.3 PO #2955

i Irgeres (CIF) 233 320 T8 =256 =253

Trade Balsnce S 13 @3 IT 8

° Net Imvistdles emd Uniletersl Transfers 3.8 =11k =98 T8 «8.6

:_ Bulazce On Currert Acoouwty =33 0.1  =12.3 =35.5 =18,k

: Depinal secousy -

! oreicial lomms 2,0 ol 4206  »13.9 *180k
St Tepsments A6 26 2D 20 2.9
Priveve forelgy Imvestmert (imel. erwors

and enissions) *1.6 »9J0 #6o1 #6.1 *6,1

_I & Total Capital Sccoust *240  *13.5 T  +28.0 “p2.5

. Comnge im WMoretwry @old wnd forelgm
exctumge reserves (x = Gworesse) %303 s3 b Rk 423 o
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ANNEX V
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" The amount of increased agricultural production stimulated by the construction
of the Phase II extension will depend upon the extent to which transport costs

» are reduced to the population in and around Ngaoundere. When SEMA estimated the
Increase in agricultural production which would result from the construction of

- the Phuse IT extension, it assumed that the Railway Authority would continue to
charge 1ts present rates. If the Railway Authority, however, were to increase

. its present rates, the reduction in transport costs that would result from
shipping over the Phase II extension as opposed to shipping over the existing
road, the Benue River or the Nigerian Railway would be less than originally
anticipated. As a result, the increase in agricultural production probably
would be less. Thus, an increase in the- existing railroad rates not only may
fall to bring about increased revenues to the Railway Authority, it probably
will reduce the amount of external economies generated by the railroad
extension,

One further reason for charging less than 6% is that the Railway Authority
nust use the proceeds of the A.I.D. loan for procurement of United States
goods and services. It has been determined that the equipment and materials
to be procured under this A.I.D. loan cost about 7% more from United States
sources than from the least-cost free world sources of these goods.

A further Justification for more liberal terms to this project is that when the
FEC considered lending to the project in 1967 it planned to make its loan on

the sume terms as the then-cxisting concessional terms of A.I.D., i.e., 2%% and
1% during the grace period. The EEC has gone ashead on this basis assuming .
that A.T.D. would be as liberal in financing the project. In fact RUSEC Brussels
on May 22, 1968 reported that the EIB has threatened to reconsider its
participation in the project unless the A.I.D. terms to REGIFERCAM are 2 and 2%%.

UNCIASSIFIED



DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT

&7
AID- HI,C/P-'?].O(“‘U
June 12, 1968

ME¥ORANDUM FOR THE DEVELOFMENT LOAN COMHITTEE
SUBJECT: Cameroon - Transcameroon Railroad (Fhase II)

httached is a revised page to be inserted in the subject
Capital Assistance Faper. Also altached are ANHEX 1I, an
additional AlWhkX VI, and an Addendum relating to ANNEX IV,

The recommendations for authorization of a loan in an
amount not tn exceed $10,000,000 to be reloaned to the Regie des
Chemins du Fer du Cameroon (the Cameroon Railway Authority) to
assist in financing the foreign exchange costz of equipment,
mat,erials and services raquired to constiruct Phase II of the
Transcamernon Railroad from Belabo to Ngaoundere, in Canmcroon
were discussed by the Development Loan Staff Committee at a
meeting on Wednesday, May 29, 1968.

Rachel C. Rogers
Assistant Secretary
Development Lean Cermittee

Attachments:
Summary and Recommendations, p. i (Revised June 12, 1958)
ANNEXES II and VI and an Addendum

Previously Distributed: May 2L, 1968
Summary and Recommendations
Project Analysis
ANNEXES I, III, IV and V
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Kkavignd Juna 172, '1968

SUMMARY AND RECOMSTINDATIONS

s oo rotvaeey vt

CAMEROON:  Transcamercon Railroad_(Phase T7)

-t s e,

Borrower: The Govermment of the Fedoval Republic of Cameroon (GFRC)
for the Regie des Cheming Ae Foo du Camerocn (HEGIFERCAM, the
Cameroon Railway Authorty).

Amount of Leon: $19,000,000.

Total Coust of Project:

Total
Country [pency fraut Luzn Sontribukion
(In ¥illions of ULitd Tlates Doliars
United States  ALI.D. tin.0 f1n.0
Furopean European
Econcmic " Develepment
Community ¥und $15.0 5.0 0.0

France FAC h.y 3.0 7.9

Camernon GI'RC 5,1 . |

Total $h43.0

Deseriphion of Ticject: The progect involves extending the
Transcamercon Railway from Belouo Lo Hgoaoundere, a distance of
207 miles,

CPurpose of A.I.D. TLoan: To fiomnce the procurament of United States

suervices, constructicn eguijment aad materinl, required for Lhe
project.

Bockrround of Lhe TProdeel: In 1262 A.X.D, lean~d e CFRC b0 million
Lo cover abaut D47 of bhie oot of Phage 1oshiet sntad led exrand ng
the Transcameroon Railrond Crom Ynouiele b Belabo, a distance of
193 miles. Thase I is under construction and is scheduled to be
cempleted in Jepuary 1909,  On April 2, 1065 ALT.D. received a
rommal loan application from the (FRE requeshing assistance Tor
the construction of Phusz IT,

Export-Lmport Bank Cleurance: Received December 23, 1965, FReaffirmed
Viay 31, 106K,

Mission Views: The idission strongly endorses the nrojeat,

Statutory Criterin: Satisfied. Ere Annex I.

UNCIABSTYIFD
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10. Issues: None.

11. Recomﬁendation: Authorization of a development loan to the GFRC in an
amount not to exceed $10 million with the following terms:

A. TInterect: 2% per annum for the firat ten yecres; 2%% per
nonun thereafter

B. Maturity: Lo years, including a, 10-ycar grace period.

C. Currency: Interest and principal payeble in United States
- dollars.

This amount to be reloaned by the GFRC to REGIFERCAM with the
following terms:

A. Intereat: 33% per annum (sec Annex V).
B. Maturity: 25 years, including a 5-year grace period.

C. Currency: Interest and principal paysble in CFA francs.

CAPITAL ASSISTANCE COMMIITER:

Capltal Acsistence Officer: J. Halmes
Engineer: C. J. Chidester
General Counsel: J« Phippard
Country Desk Officer: W. Wren

AFR/CDF, JHaimes:hk:lmg 5/24/68

UNCIASE IFIED



TRANSCAMEROON LN PASR

AID-DLC/P=T10 .

AID 1240-1 (1-63)

JNNEX XX

GEQLIST OF STATUTOLY TRUTIRIA

Davelopment Loan Pund

In the right-hand margin, sumarize for each it

om the infonnation or conclusion rvequosted, As necessary
reference the scction(s) of the Capital Assistance Paper,

" document, in which the matter is further discussed. This

or other clearly identified and nvalloble
form may bo made a part of the Capital

Assistance Poper. Additions and revisions to this Checklist amy indicated Ly en asterisk (7)),

The following abbreviations are used:

FAA - Foreign Assistance Act of 1961, as mnonded by the Foreign Assistance Act of 1967

App. - Foreign Assistanco snd Related Agencics Appropriations Act, 1968

41, FAA R.102, Aeosistanns wharevsr praotioable
oonoiuta of U, S, oxmaditica awl aervioee
Nuamisked aonalntent with efforts to {mprova
the U. 8. balanoe of paymenta.

8., FAA R, 201(b)(1). Information aid conolunton
on cuaiLabt liiy of finanoing fran othar frae-
world courora, tnoluding private souroes
within tha United Gtataes.

2. FAAB.201(h)(2). Information and conoluaton
on aotivity 0 coonamio and tachnioal sowid-
neon, inaluding the ocapacity of tha raoipient
ocountry to rapay tha loan at a reaconable
rate of intareot.

d, FAA 0,201(b)(3), Information end oonolusion
on azintonoa of reagonable pramiee agtivity
will sontribute to developnant of caonomia
reoowrond or idervace of produotive ocapaaities,

§, FAA R,201(b)(4). Information and oconalusion
on aotivity ‘e rolattomwhip to other develop-
mont aotivities, and {ts uvontribution to
realinable lorg-raga objaotivaa,

8, FPiAB8.201(b)(6), Cowityy'e calf-halp mearuréu,
Ses Items 33 through 80 re rsw I'fA § 208,

Satisfied, Lonn will finance the
procurcement of United States services,
con.-;tructiop equirnent and materials,
Satisfied, A.I.D. loan of $10 million
will (inance 23% of the total costs of
the project. France, EEC, and the GFRC
will finaunce ti2 remaining costs,
Cameroon's need for money on soft-terms
precludes borrowing from private U,S,
sources. See also 1Ve3.

Satisfied. See Secticns II, III,. and
IV,

Satisfied, Sece Scction II-S.

Satisfied, Sce Section I-1 and Section
IT.

Sce attached statement,


http:objooti-).ao

7,

8,

s,

10,

12,

12,

13

14,

FAA R,201(b)(6). Information and ronalunion

on poooibic effacta om U, S, comomy, with
npecial reference to arcas of aubatantial
labor surplue,

Faq 8. 201(0) (7). Information and oconelunion
on thy degroe to which the country tn making
prograos toward reapeet for the rule of law,
[raedom of expreasion and of the preos, aid
reoognition of the tmportance of tndividual
freadam, initiative, and private enterprioa,

FAA 8..'_2_01 (h1(g)s Imforvation and aonalugion
on the dogrec o winsh the cowntyy in taking
steps to ivprove its climate for private

inveos tment,

PAA_8.201(5)(9), Information and conolusion
on whether or vot the actitity to he finmood
will contribute to the achievament of salf-
suataining growth.

EAA 8.201(h).  Complianea with requirement
that funds not be wred to make loana to more
than twenty countiieo in any fivcal year,

FAA_8,201(b). Information and gonolusion
on reavonable proopects of repeaiment.

FAA §.201(0d), TInformation aud eonelneion
on legaiity (under lawo of the cowitay and
the U, 5.} and reasonablencso of lendirg
and rglanding temmo,

FAA B, 8010¢),  Information and aonclieion
cn avallability of an application tegethor
cith anffiaient informtion and annrancen
o indicata recaonably that fundr will ba
~ded in a1 eoonarically mid techniocally
gowd manzas,

“atisCied, Bee Section V,

Satisfied. Sce attached statement.

Salislied, Sece attached statement.

Gatisfied. See Scction II, 5, C.

Satisfied. This in a multilateral
project not subject Lo the country
limitation,

Satisfied., See Section IV - 2,

Satisfied. ILoan will be on minimum
terms permitted under FAA, Prevision
on terms of relending will be in loan
agreement .

catisfied. See Seetion I-2,3; Section
11I; and Section II, 5, E,

Page 2 of 11
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16,

16,

818,

*0,

A20,

Fafceics), ifn

cr.nm't.uum hether :"L will pro=cte the
erci e Jopele ol of fLe pequcetf g
country, fa'iny (nle aren 0 o con yh
henn and materiad soonre: yegud reventy
and the relatifenship batecen the ultimate

objentiven of the projrat and bhe acutiry'a

ovmmll caononty devalorae:t,

FAL ﬁ. .""'(v‘) Mo prate 1o ) eyaif o
@l Eomeiteiton wh-ten ¢t wooed fealy
p)'omrlnn for rrppm;vr"r.r(' pocireipedton by
privite enterpriae,

.h/n__.‘!:.n"(ll) (.:lﬂ? ol

s o ey wneder
Toeit Whieh To poaing dis

tiy Lo privede

enterprioc, in gorng to falveediade seedit

matitdionn or o'lice boagice o Jor oy b

préveie anterprine, tn fefna weed o J"m'vum'.-.

frenon Sram privecr peoo o, e fao et e
wina belvg wned Lo JTRc e presove e
ree private nourara,

)‘/"u f '”)}l"'

Inlorealien 11 e Y. S,
@rairianen Placee anpropri e surtiede om

aneourarirg nfyren. --r'n;-m'*, peiiiieal, ol
aoafal Tustiiutine needed oy a progecas i

doniconitie voeetetr,

Fag Yo i07ib), Tnne msiden siat U S,
@au L Lot plaer appioprd e 1 ermliaale on
pregrany divected at cuabite; tha aouatry
to meet the food voede of 12 pacple frm
it w'm rercureen.

lvn,ﬁéfgz(v) Infornaiicn that U, &,

cartotance plasor L ricty «mphanis en
mpraoving cvallebility tn thy countiy of
adueated maipo by fegreniag oduetion
pleyming and rones eh, Eeaining veasien
end aimintotosers, o e lop i wid oo

atrustiog adiucalional vneri n*v'nw , and

uaing modam adueqticunl o Cenfoqy,

/"‘, Tefomaattns o 1

Cubastiad. Buee Seceion ITI.

Salidslied. Sce S2ction V,

'n V.

ol KN
Coa Sechul

Satislied, See altlached

shobenoud,,

etion II, 5,C.

livt appllicable.
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‘20,

“ad,

nog,

r“ ' »1,(”,

CEPV Rt e e aprrer ofale

ooy thee U, 1,

sephimie ¢

e foread

L S L G AN AL R KR I ERR o
erc el e aly el g, watar s fi e
(1"'-' A ogye a.'fu',-mnl el el ('lfv'ml,

~atapl ot AU e (St ling Jamily
Flae "), cad otter v bie Bpal th ru'nultrr'oa

FAA A, ‘t_/(r."‘. Dufornatien that U, 3,
aunx,y,n-,m: riae m: ity wmphanda oy
other devaley sen! coiie tier nalwiivg
nm.un‘n'*l v,:nr?om.-w'- meath of fras Lobor
w'lu-'u, e -*r:'t,unn !'ll v,.\:rmq, /l"f‘"GLf'"'
1rmmm.mnf of tranportation and eovmuelca-
e Mpoients cCrolosnent of eapehilditen
for et p[*!-nww ei? ‘mbuo adniniat pa-
tlone el e lopm by rmri "Uam'm,.urmn
of lam o jx‘ahmtu* excniie davelepwent,

L infarmation and asselunion

e tha eltrrg ro wiieh the cweitry To Laking
meanuece to 'nonruo Ju-’.’J prodiction ol food
atorage and JDgtrioution fuarid il tlay,

aa 8.2

f‘/u‘u (l. 4
on the
urem'v,: a Jun.ohls
desane el prival: on

srlevraticn endd n‘r'-h oion

co WNiton 'h.: ORI TR L
SUTnale Far foreign omd

tererten and inveetigns,

FAs a.,'. flel. Inforation ard o.)mﬂumon on
TW ARG T bl (e ety T tuarean g
the role of the pecple in the nrvr'h rmenial
preacn,

Faa b, 288id),  Inforation and mumlun'o" G
r}w -(.‘ 2teat to whkion ke cowitay Ln alilcoritry
ezpeudt tiova w develapent rathar than te
w-- W m.uu‘r'u ry s ary p.ammun 0 L larvenidon
tn athar Jvee and indepeniont rasionn,

Sa¢ aioo Itawa 64 i 76,

s208(e),  Inforvintica ecu ocneliwfon cn
Nt to which tie rowiry o willisg
tributions of ite v ta vhs
regrang for which ceolrta.on

.

Sobintied. Do

n abtached

-

statoment.

Satislicd. See attached

statement,

Satisfled., e abtached -

stoatonent,

Satintied. dee attached

statoment,

Grtbiglicd., 8ee Section i, 3
and abiachcd statement,

Satisficd, Major budget sllocetic
are to devalopment and recurring n-
defense cxpenditures,

Sobisfied,
1% ¢of the

The GFRC is tinancing
total cost of this pro,
Page 4 of 11
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tha coung 2o per; W (o i e,
]Ull-u('ﬂ arid gens ult runac e af f s
prorle and (,hmu,n,; a clear o Laviinat fon
ta luie p Ffeet bue pe ,j hv?,s Foaniga,

30, AL 2050 i P bson o ralts fataral Satinfied, Seaz Seesion IV, 1 snd
arsT o e aid Wyl Frcgeamn, ins -'ur"q Sretion T, 3, C.
the - rioil 1o wileli U, &, cpuier. e Wiy
CNTONIT Y reg e o e rre,
H
S Y _.-...;:__1. Exlent lo wiiah fav Logn Wil Saticfled, Qee attached
eontr L ile gy phe Fiesiive op QUL shasoment,
R mean ar t.-*x;q' CN I e fapi DA B T
dievelopnent on the rart af "” peonle af
the llm.w'lgl,,:n(/ AL ea, 'I".)'-'h tin mnenapre
aoreg ! r:f- IR T S Y
(o2 floea,
S TR BaTia). Tefores REEEREY DRY RS Satisfied, Sec at cachad
Ll ] T T R PTY ".("u statemant.,
eomntry tor (1) {nepoane fre flaw .’U Uiy~
national fvade; (b] foiter Drivade taltiatva
sand eaarc bty (o) epe o d-xw?« ML o
ard uee of r‘n'vp ralinon, vl --.'rwu md
DAN156 Gned Lo (17'1(7'"r'{lm 2y () :.urr'o.l\-nt
. mans aliadds practicen; (¢) e Mm-nwal
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W LS. nmiion e dsosclision gaggac ied, See Section V.

N R E T T ooy 1717 o s mrege 135, pri-
LCETIES I L L INTTRY A PR P Ry *’-r.nui, a1l hew
Loenecurag o U S partder; ge
tiow iy foaredon g (O RGBTV

l""l*.'h" ‘__7 ll' n' "‘."A'l"l:" f" {' o 7';’75'14‘1

aud the sareinen ,r 1, 5. Prrale amterpring),

G'lC is pro"ldm(r its own enginzer-
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STATENENT #OR THE STA”UTORX CHECKLIST OF
THE TRAWGCAMEROON PHASE TT LOAU PAPER

Undey bhis able, dyucmic, and popular leaders hip of President
Abidaje, his country hes achieved natiovhood in spite of active
Commumisl-supported Lervorism, tribsl, relicions and political
diversity, mad Ue necessiby of building on two differcut
eolonianl braditicur.  laving achieved a lavge measare of
prlitical suceess, owle Cancroaonian Governmant is now over-
ridingly coucernsd wilh ceoncaic development,  Wilh e
sigalfizant devalopr-ny pobontinl. Comeroon hus progressed
in ariciliure, jJ‘z'!a_'..'»:f;wiLnlm::m,n.un, mud the expancion “of
nvrastroctica wilh o policy known ss "planned libevelism” 5
SOeenecerpental of peivate davesonent, Gudicious
Gomeroenivobion, mad sound iscol pelicies.

—

Ovar the pach soevaeral vears, the Cameroon lﬂ;ross national
mrednet has beon dneseanian ab oo orake o =97 {at cuvrens
prices), 1 rate which is consisbeat with Liie btargets of the
B Development Decndes Tu o cpibe of Lae meswssiby Lo-
nroteet Lhe counbtyver ceondngt the Lhroal ot inourgency, the
roverunenl bro been oble Lo inerease ibs non-defeonse
cananditores by ahout UV per annun during tha period €2 /63
thronsh O6/07.  Mete of these inervases bave (onc» into the
findds of herlth ond education, which smounted to 2% of
current experditures by 66 /()/

In Ghe last *wo yeors, e govermment has Loken vigorous
artion to fncrease aocleuliural wpuu x\“ulu”',non, cubt imporvis
of exusuer poeds and lneressed imports of producer poods.
nioohnr ovesudbed dnoa reduecion of bha tiede Jelfieit frem

B millicn fu 1050 to S omilidien du 1566,

The 1ive Year Plon endor vhideh the povertmend igo cuwrrenbly
Operet g cnshanioon dgndonlbure and dvring Sies period 1U00
Bivonehe Lo0 Coperoen o icnl tured oubpib jorow 3.9% par year -
more Lhin tuice the Alviean average. Indications are that
LA feevests wil) o reflect Lhe pener) upwuvd trend in
apgvicultural o,

4

VoLl Besoeonbritaled bo o bhic development by providing a

nedess besheteal oot narace prosrea, e onajor emphasis of
vhich brs hooa oo peejects in the areas ol hiphway maintenance,
ariculbursl extensicn, and technienl educatbion, and development
Josus Lfor Phase T o0 Lhe Transcancroon Ruilvoad and tor the
reconstruction of 5, milen ol the Kunbn~Monfe road in Wesk
Comeromm,
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of bawan risiia.  In spite of the need Lo cowbai a serious
Lasvrmeacy »ohloa, Lhe povermaeat has nob ituterfered with the
reedom ol apocl sod paveibs the pobdention of aevspapers
CRPresshna Lo apdnions o nedinned wlsh s own,

Yy pluralisi is
cocorreed CHER Ly e shrgs mnjor politienl pervy, which he
Terdy Loover vy v corkant the davisive affecks of tribelism.
e readdort Twad chee dandern of hin goversment are constantly
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DEPARTMENT OF STATE
AGENCY FOR INTERNAT IONAL DEVELOPMENT
Washington, D.C. 20523

UNCLASSIFIED

AID-DLC/P-T10/2
July 9, 1968

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Cameroon - Transcameroon Railroad (Phase II )

Attached for your information is an Addendum to the
subject Capital Assistance Paper.

The Capital Assistance Paper for the above project
distributed to you under date of May 24, 1968, proposed that
the terms of the second step (i.s., the terms to REGIFERCAM)
of this two-step loan would be 25 years including a S-year
grace period with interest at 3%%. On receipt of later
information concerning the financial brospects of REGIFERCAM
and in the light of the terms of financing being provided by
the EEC for this project, it has been decided that the terms
of the loan to REGIFERCAM should be the same as those for the
Government of the Cameroon.

Rachel C. Rogers
Assistant Secretary
Development Loan Committee

Attachment:
Addendum

UNCLASSIFIED



AID-ILC/P-710/2
Addendum to the Capital Assistance July 9, 1968

Paper - Transcameroon Railroad

(Phase II)

Based on the analysis presented in Annex V of the Capital Assistance Paper
(AID-DLC/P-T710), it was recommended that the interest rate to REGIFERCAM, the -
Cameroon Railway Authority, be 3%% per annum rather than 6%, the minimum rate
to revenue-producing enterprises as established by Manual Order 1052.1. It
also was recommended that the loan to the Railway Authority have a maturity of
25 ycars including a 5-year grace period. The proposed terms reflected the
desire (a) to bring A.I.D.'s usual second-step loan terms closer to those of
the European Economic Community and the French and (b) to maintain a true two-
5tep loan structure in view of the facth that REGIFERCAM is a semi-independent
revenue-producing enterprise,

A.I.D, subsequently informed the GFRC and EEC of the proposed loan terms.

At this point it was discovered that the EEC had been proceeding on the incorrec:
assumption that A.I.D.'s terms to both the GFRC and REGIFERCAM would be L0

years including a 10-year grace period with an interest rate of 1% during the
grace period and 2%% thereafter. With these terms in mind, the EEC was prepared
to provide a grant of $15 million and to lend $5 million for the project on
Lo-year repayment terms at an interest rate of 1% throughout,

During the course of discussions that followed in Brussels, the EEC submitted
its analysis of REGIFERCAM's debt servicing capacity. The EEC's revenue
projections for REGIFERCAM are considerably lower than those presented in the
A.I.D. loan paper. Tt appears that the EEC based its projections on the lower
of the two estimates of the SEMA feasibility study whereas A.I.D. used SEMA's
higher estimates. Since the loan paper was written Chad and the Central
African Republic Dave announced that they intend to withdraw from the UDEAC
economic and customs union. This could result in a reduced volume of traffic
to and from these countries moving over the Transcameroon Railrcad. Therefore,
we believe that the conservative revenue estimates are more appropriate to use
at this time,

In addition, the EEC was able to make a cash flow analysis which took account

of REGIFERCAM's requirements for renewal of facilities. The latter were

higher than had been anticipated by A.I.D. but appeared reasonable in the

light of the fact that REGIFERCAM's reserve account for this purpose showed a
slight ncgative balance at the end of its 1966-67 fiscal year. (These data havc
only recently become available,) The combination of lover revenue estimates

and higher cash requirements for renevals indicated the terms to REGIFERCAM
proposed in the loan paper would imprse on the Railway Authority a difficult
financial burden. Using the lower ravenue projections, if A.I.D. were to
charge REGIFERCAM the same terms as those to the GFRC, the Railway Authority

(a) would run a yearly net deficit on cash flow account through FY 1973 and (b)
would run a cumulative net deficit through FY 1976 which would peak in FY 1973
with a value of 261 million CFA francs (approximately $1.0 million). If A.I.D.,
however, were to charge REGIFERCAM the terms proposed in the capital assistance
paper, the Railway Authority (a) would run a yearly deficit on cash flow



account through FY 1981 and (b) wouis run a cumulative net deficit through
FY 1987 which would peak in FY 1981 with a value of 1,010 million CFA francs
(approximately $4.0 million). :

On June 4, 1968 the EEC approved a $15 million grant and a $5 million loan to
the GFRC for the project subject to the condition that the terms of the A.I.D,
loan to REGIFERCAM would be the same as A.I.D.'s terms to the GFRC. On the
basis of the projections indicated above and also because of the need to

keep the EEC in the project, it was decidad that the A.I.D. loan terms to
REGIFERCAM would be reduced so that they are the same as the terms to the
GFRC (i.e, 4O years including a 10-year grace period with an interest rate of
2% during the grace period and 239 thereafter, )
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2LS DIPATIEI? OF GTATE
AJEHCT FOR INTERNATIONAL DEVELOPHENT
F%Yb&ibo«&ibvt€4~ “ashington, D,U, 20523

<
OOV"‘ X ‘T“ UiICLASSIFTED

AID-DLC/P-710/3
January 28, 197

TEORANOUT FOR Tl DEVELOPYZNT LQAN COMMITTER
SUWECY: - Caneroon - Transcameroon liailroad (Phase II) Amendment

“ttached for your review cre the recemmendations for on
amende:l loan authorization increasing by %2,000,CCC a lozn in the anount
of ?l(,GCﬁ,COG nde to the Goverament of the Federal Rsrublic of Cameroon
(TF27) to Ye relosned to the Regie des Chemins de Fer gu Cameroon (REGIFEZRCAI,
the Cameroon Rzilroad fwthority) to assist in financing the U.3. costs of
tquirment, materials :nel cervices required to construct Phase IT of the
Transcameroon Railroad trom Belabo to Ngaoundere.

Please advise us as early as possible but in no event later
than close of business on “ednesday, February 4, 1970, if you have & basic
policy issue arising out of this proposal,

Rachel C. Rogers
Secre tary
Development Loan Committee

Attachments: '
Sumnary and Recommendations

ANNEXES T and I1

UNCLASSIFIED



AID-DLC/P-710/3
Cameroon - Transcameroon Railroad (Phase II) Amendment

I. Problem

To amend the Transcameroon Railroad (Phase II) loan to provide $2,000,000
in additional funds to assist in financing additional U.S. costs of equipment,
materials and services required for the project. Additional funds are needed
because the low bid for construction, as reduced through negotiations, exceeds
funds previously provided by AID and other donors for the project. (FEDl?,
FAGR/, and GFRC).

II. Discussion

A. Description of Project: The project consists of constructing Phase II
of the Transcameroon Railroad from Belabo to Ngaoundere and includes:
(1) construction of the railroad; (2) construction of stations and communicatior
and signal systems; and (3) provision of rolling stock. AID is assisting with
the other donors in financing the first part of the project, construction of
the railroad, while FAC is financing the latter two parts of the project.

B. Background: On July 12, 1968, a Development Loan of $10 million was
authorized for Phase II of Transcameroon Railroad and the lLoan Agreement was
signed on May 24, 1969. The Loan Agreement provides for a two-step loan with
the GFRC relending the proceeds to REGIFERCAM. The terms of the AID loan are
the same to GFRC and REGIFERCAM and provide for 40 years including a 10-year
grace period on the repayment of principal with interest at 2% per annum for
the first 10 years and 24% per annum thereafter.

Phase II of the Transcameroon Railroad project will extend the railway
207 miles t'rom Belabo to Ngaoundere and make accessible areas of Northern
Cameroon where economic development heretofore has been impeded by the lack
of an adequate transport link to Yaounde, the capital city, and to Douala, the
main ocean port. Under a loan signed on August 27, 1963, AID provided $9.2
million to participate in financing Phase I of this project which extended the
railway from Yaounde to Belabo, a distance of 183 miles. Construction of that
segment of the railroad is now complete and in operation.

Construction cost estimates of the second section were made by the
French organization Societe D'Economie et de Mathematique Appliquees (SEMA)
in 1959 and updated in a report submitted in April 1967. AID contracted with
Arenco International to evaluate and review SEMA's estimates. Arenco concluded
that SEMA's estimated total cost of $48.2 million was reasonable. However,
total prospective financing was inadequate to meet this estimated cost. Upon
the suggestion of AID, a further review was carried out by a team of five
experts to ascertain whether cost reductions could be achieved by making

1/ Buropean Development Fund of the European Economic Community
2/ French Fund for Assistance and Cooperation
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minor design changes. A report submitted in September, 1967, recommended
cost reductions of about $5.2 million. Of the total estimated cost of $43
million, construction costs were estimated at $35.7 million.

After a period of negotiation the donors, at a meeting in Brussels
in December 1968, agreed to a number of changes designed to achieve cost
reductions. Invitations for Bid were issued to eleven prequalified firms on
January 1, 1969. Seven bids were submitted prior to the opening on
July 21, 1969. The low bidder was a Jjoint venture composed of Construzioni
Generali Farsura (COGEFAR), an Italian company which was the contractor on
Phase I of the project and Hochtief Aktiengesellschaft fur Hoch -und
Tiefbauten (HOCHTIEE), a German company. The low bid as originally submitte
was $47.8 million.3/ Funds available from the various donors for financing
the construction contract amounted to $35.7 million.

C. Escalation of Costs: Alldf the seven bids submitted were from
European firms and ranged from the low bid by COGEFAR-HOCHTIEF of $.,7.8
million to a high of $56.6 million. The available financing for track
construction was insufficient to meet the lowest bid price. A conference
held among the donors considered it unlikely that a lower bid would be
received if the project were to be rebid. Accordingly, the donors agreed
to the GFRC negotiating with COGEFAR-HOCHTIEF in order to determine vays for
reducing the contract price. Under the general guidance of the donors, the
GFRC held a series of meetings with COGEFAR-HOCHTIEF. The changes in the
contract which were adopted reduced the final contract price to $42.2 million
These changes were approved by the donors to the project who agreed that an
additional $5.8 million was needed in order to cover price escalation and
unforeseen contingencies during construction.

A comparison of the original estimated total project costs with the
increase reflected by the actual low bid as negotiated is as follows:

Original Cost Revised Cost
Estimates Estimates
(In millions of dollars)

Track Construction 30.4 42.2
Contingency, Price Escalation, etc. 5.3 5.8
Sub-Total 35.7
Stations and Telecommunications 2.1
Rolling Stock 3.0
Wooden Ties 1.2
1.0

Technical Supervision
Total 43.0 55.3

3/ The conversion rate used in this paper is 251 CFA francs to one U.s.
dollar. This rate takes into consideration the devaluation of the CFA
franc and the revaluation of the deutch mark,

4/ Wooden ties, while included in the actual track construction, are not
part of the construction contract, but are to be supplied by the GFRC
to the contractor.
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D. Financing: At a meeting held in Brussels on December 11, 1969,
new financial arrangements to meet the increased costs of construction were
agreed upon. These are set forth in the following table.

Revised Financial Plan
(In millions of dollars)

DONORS Borrower

FED FAC  AID GFRC Total

Construction (42.2) Plus 28.2 3.8 12.0 4.0 48.0

Contingenﬁy (5.8)

Increased (8.2) (1.0) (2.0) (1.1) (12.3)
Stations and Telecommunications 2.1 2.1
Rolling Stock 3.0 3.0
Wooden Ties 1.2 1.2
Supervision of Work (OCFT) ' 1.0 1.0

Total 28.2 8.9 12.0 6.2 55.3

The AID amendment will follow the terms of the original loan except
that the interest following the grace period will be raised from 2}% to 3%
in accordance with the 1968 FAA. The increased contributions by the other
donors are to be made on a grant basis. '

E. Economic Considerations: Based on the statistics contained in the
1965 SEMA study on the economic evaluation of Phase II of the Transcameroon
Railway, the original loan paper (AID-DLC/P-710) concluded that at discount
rates of up to 14%, a railway is a preferable alternative to building a new
road as a means of transporting freight between Belabo and Ngaoundere. The
capital cost of the railroad under that analysis was $43 millicn. The
cdpital cost for the construction of the Belabo-Ngaoundere extension is now
estimated at $55.3 million including $3 million for additional rolling stock.
The present worth value of the road and rail alternatives has been recalculated
at interest rates of 6% and 10% to include the increased construction costs.
All other components of the original SEMA analysis remain the same. The

results are as follows:

Present Value of Present Value of
Discount Rate Costs of Railroad Costs of Road
6% $63 million $80 million
10% $52 million $47 million

Using this analysis the railroad has a lower present value at discount
rates of up to 8.5%. This analysis assumes no cost increase for the
construction of a road over prices estimated in the 19265 SEMA study. As in
the case with the railroad, construction costs for road building have doubtless

5/ Represents increased contributions by the donors and GFRC to funds
originally provided for the track construction based on the original

cost estimates.
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also risen and it seems likely that the percentage of cost escalation for a
road would be comparable to that of the railroad. Thus, it is likely that
8 new comparison of present values would 8till approximate the analysis
made in the original loan paper justifying the railroad alternative.

Based on a capital cost estimate of $43 million and comparing the
cost of the railway extension with its benefits (user cost savings over the
present road and additional new agricultural production as estimated in the
SEMA study), the original loan paper cost/benefit analysis showed an internal
rate of return of 11.5%. The revised cupital costs are now estimated at
$55.3 million. It is calculated that these will be disbursed as follows:

Year Capital Expenditure
1970 $22 million
1971 $11 million
1972 $11.2 million
1973 $11.1 million

Using the same basic cost/benefit analysis as in the original loan
paper, but substituting the revised cost estimates, the present value of
costs and benefits can now be compared as follows:

Rate of Interest Present Value of Present Value of
Capital Costs Benefits
6% $47.67 million $88.31 million
104 $43.09 million $41.08 million

The internal rate of return for the project is now computed to be
9.5% which is probably roughly equivalent to the social marginal productivity
of capital in Cameroon.

F. Technical Analysis: 1In negotiations between the GFRC and COGEFAR-
HOCHTIEF the bid price was reduced from $47.8 million to $42.2 million.

These negotiations resulted in reduced prices because of various
adjustments or changes in the technical and financial requirements of the
Specifications. The technical changes include major items described hereafter.

Sempling and laboratory work on local materials and compaction in
connection with Phase I was actually done by the Public Works Department of
the Camercon Government. PWD then billed the construction contractor for
such work which proved to be quite costly. It was agreed that for Phase II
the contractor could set up his own laboratory and do all required compaction,
sampling and testing of local materials. All such work is to be supervised
and results of tests analyzed by the engineering staff of OCFT which is
entirely capable of carrying out such responsibility.

Agreement was reached to allow a change in gradation of ballast to
permit slightly larger maximum size crushed stone. The increase in maximum
size ballast will not affect the structural soundness of the roadbed a8 the
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ballast still must be compa:ted in accordar.ce with the origiual spoecifications.
However, as traffic increases, it may be necessary to begln maintenance of the
ballast at & slightly carlier date This should pose no problem as replacesant
ballast chokirg material is available and the OCFT track muintenance force {8
capable of performing such routine work.

In scekiryg ways to further reduce costs, an examination of dratnage
requirements was made by the OCFT engineerirg staff It was fourd that short
span bridges could well be replaced by pipe culverts and still provide ample
drairnage. This substitutiorn was adopted.

Asphelt paving in the station yards has Leer reduced. This item is
mostly ore of corverience and can be deleted until somotime in the future
when finarces will permit such items.

Ballsst pars on leng bridges have besn ellmlnated. [ 1o not
generally a U.S. pra.tice to usce ballast pans. 1u fact, it wus recomsmended
by AID enginevrs at the bugirning of this project that ballast puns not be
used.

The Performarce Bord has been lowered to 508 of the tots!l contract
price ratner thar $GE as origivally required. Mobillvation and sdvance
payments have been rarsed frem BUL vo 40F.  The contrast row provides for g
20% paymert for mocilization ard an additionul 20f payment when equijment,
materials and supplied are ordered.  Since these items are covered by n Juof
Financial Bord and ther= ls a ¥ retentior by the owner {rom oncn progress
payment made ¢ the cortractor, it is believed the owncr will have reazorsble
coverage against any firancial feilure of tre contractor. This reduction to
30% Performance Bund results In sizeable cost cavings.

The above charges have been approved by the GERC wnd by nll donors

None of the accepted changes reduces the structural soundness off the
project roec do they aff-ct the basic Lecknical analysis off the orlplrnl luan
paper. In fact, the negotiated price is bused on actusl present cost rather
than on estimated cust as in the original puper. The technlenl requlresents
of Section 611 remain satisfied.

G. Firan:ial Arnlysis: Dropite tho additicnal §0 million loan to
asslst in meeting tho higher construction costs of tue project, the favorable
analysls of the originsl loan paper on the prospects for repoyment off the
loan by both REGIFER'AM and the GFRC remains essentially unchaopged  Tha
incremental firancirg of the otiier donors is on n prant bLasls and Lherefore
only the AID loan amendm=nt need be considered irn determining ropayment
prospects,

Tne ret incoms projection for REGIFERCAM bascd on the 1906 SEMA report,
entitled "Budgetary and Financial Forecasts fur the Regle des Chemins do Fer
du Cameroon rrom 1966 to 1986", and shown in Annex 3, Tublo % of the original
loan paper, shows sufficient surplus to mect the sdditional debt sorvice
psyments cn the $2 million loan amendment. It appesrs from tho mont rocent
budget and firancial estimates of REGIFERCAM that recoipto and oparating
revenue will be considerebly higher than projected in the 1966 SEMA study,
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Most of the ifncouvass witl result Frow o ocessed trsnsprriation of bLimber not
contemplated in bz eerlier tr-ight projevtions. In Septembsr, 1969, the
GFRC granted tsn rew licers=s focr forest. expleitation covering shout wwo and
one-halt millinn acr s it {2 estimated that timber exports will reach about
five-hundred thoussnd tons e the rext tir: years. Most of the timber will
be transported Lo the p.ot of Douale @y ravircad

ihe fiscai posiuion of the GFRC nas et changed in any material way
that would aftect 1ts abitity o repay the loen siree the analysis made ia
the origlral ioar paper.  in the pericd betwesn 1962/6% to 1967/68 total
current relerte lncreased by about 8GE.  From 1963/64 vo 1965/66 current
surplus was more than sufTiciznt o cover caprtal expenditures  While current
revenues teil oir in 1966/67 “ausirg a large Gvecall budgetary deficit in
spite of a reduciion in vapital uXperditures, 1967/68 showed an impressive
recovery. Since 19on/67 the rate of growth of total sxpernditure has been
reduced while cecelpts coptinue to wxpand, trioging the tudget into
approximate equalibrium i 1968/69. Betlween 1966/67 and 1968/69, total
expenditure was expe ted to frcrease by just over 10¥ while receipts were
expected Lo rise cver <ok Nedl serviis payments continue Lo be small,
chiefly due tu the favorable terms o which aid has been received in the
past. In 1963, deut scovice payments were orly about 2% of export earnings.

H. Ouner Consideraticns:

1 Other Souecws of Fuancirgs A full dlscusslen of other sources
of finarcing asuilable is ‘ontained L Section V.3 of the original loan
paper Durirg tritlal discussions between the dorors and the GFRC on financial
arrangemsnts (e the proJeot, AID suggestua that the Govercmont of Canada and
the IBRD Y% eppriate:d L. geelst on the peog=cb. The G3C and IBRD privately
advised AID theat tnoy wers rsluoiant 00 bosime trvclved L that stage of the
project derelopmert, 1oe it wiuld requice o full resisw of the technical,
scoromic ard treen. tul aope ts of the project which would substantially delay
the proprecd - crstrutii sehedules The pref=ol haz now advanced to a stage
that woull make it w7or w oo urlikely thst other sources of finarncing would
be avairlabie Es L of <his other derces has incressed ity contribution to
this progw .t as wdroated b Seotion fL D

e anpect o LS B roys Ihts 2 midiion emendment, liko the $10
million criginal ALD toan, will ordy bo used to fluance goods and services
procured by ths construstien vontra:tor which ore of Y S0 source and origin.
To thot extert 1L will benslit United States manutacturecs of heavy
constructize me. bitwsey, oulverticg material, structural steel, steel ralls,
and other corstreustlon matenial

0 Erte v pryran Frtoscpelses The Loac funds will be used
exclusively for the pro:urcment of equipment, materlals and services from
private U S sources under a contract with private European contractors.

4 Statutury Critecis: Tone then applicable statutory criteria were
patisfied 11 the originnl loan pupsr or wers tovered in the original Loan
Agrecment for this project We have roviewed these criteria and conclude that
our findirgs ard prerlslons in these earlior documents are generally applicable
with respect to thly amerdmert. To the extent that conditions have materially
changed ond cuw statutory .riteria have been added, swe Annex [I.
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III. Recommendation

That an amendment to the Loan Agreecwent be authorized to provide an
additioral $2 millior to the GFRC under the cornditiorns and for the purposes
described herein sud in atcordance with the following terms:

Interest: 2% per annum for the first 10 years; 3% per annum thereafter.

Maturity . 40 years, ircluding a 10-year grate period.

Currency: Interest ard principal payable in U.S. dollars.

The amount is to be reloaned by the GFRC to REGIFERCAM with the following
terms:

Interest: 2% per annum for the first 10 years; 3% per annum thereafter,
Maturity: 40 years, including a 10-year grace period.

Currency: Interest and principal payable in CFA francs.



ANNEX I
AID-DLC/P-710/3
AID Loan No., 698-H-006

CAPITAL ASSISTANCE LOAN AUTHORIZATION AMENDMENT

Provided from: Development Loan Funds
Cameroon - Transcameroon Railroad Phase II (Amendment)

1961, as amended, and the delegations of authority issued thereunder, I
hereby authorize an amendment to increase the above-captioned loan to the
Government of the Federal Republic of Cameroon ("Borrower") by an amount
not to exceed two million ($2,000,000) dollars to be reloaned to the
Regie des Cheuins de Fer du Cameroon (REGIFERCAM, the Cameroon Railway
Authority) to assist ip financing the United States dollar costs of
equipmen., materials and services required to construct Phase II of the
Transcameroon Railroad from Belabo to Ngaoundere, in Cameroon. This loan
is subject to the following terms and conditions;

1. Interest Rate and Terms of Repayment:

8. REGIFERCAM shall repay said increased amount of this
loan to the Borrower in CFA francs or in such currency
as 1is at the time of payment legal tender in Cameroon
within forty (40) years from the date of the first
disbursement under the loan, including a grace period
of not to exceed ten (10) years, REGIFERCAM shall pay
to the Borrower interest on the disbursed balance of
said Increased umount nt the rate of two percent (2%)
per annum during the graco period and three percent (3%)
per annun thereafter

b.  Borrower shull Fepay sold Inereased amount of the loan
YO ALD IuUS dolines within forty (40) years from
the date of the firag dlsbursement undor the loan,

fncluding n proco perlod of not to exeocd ten (10)
years  Borrower shnll by to A LD, interest on the
unropnid principnl and wny necrued interest at the
tate of two percent, (L) por annum during tho graco

purlod nnd threw percont (%) por unnum thercaftor,
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2. Other Terms and Conditions:

a. Equipment, materials and services financed by the
loan shall be of United States source and origin,

b, The loan shall be subject to such other terms and
conditions as A.I.D. may deem advisable.

Assistant Administrator for Africa

Date



ANNEX II
AID-DLC/P~710/3

Checklist of Statutory Criteris

Development Loan Fund

The statutory criteria applicable at the time of the original loan
authorization were satisfied in the original loan paper or were covered
in the original Loan Agreement for this project. The findings and
provisions in those documents are generally applicable with respect to
this amendment. To the extent that conditions have materially changed
and new statutory criteria have been introduced, the provisions and
findings below are applicable.

The following abbreviations are used in the checklist:

FAA - Foreign Assistance Act of 1961, as amended, incorporating amendments
effected by the Foreign Assistance Act of 1968.

App. - Foreign Assistance and Related Agencies Appropriations Act, 1969.

I. COUNTRY PERFORMANCE

A. Progress Towards Country Goals

1. FAA §5201(b)(5), 201(b)(7),
201(b)(8), 208, Discuss the extent
to which the country is:

(e) Willing to contribute funds The GFRC is financing 11% of the
to the project or program. total cost of this project.
See Section II.D,
B. Relations with the United States

3. FAA 8620(e)(1). Has the No such actions are known to
country's government, or any agency have been taken by the GFRC.
or sub-division thereof, (a) nation- :
alized or expropriated proporty owned

by U.S. citizens or by any business

ontity not less than 50% benoficially

owned by U,S, citizens, (b) taken

steps to repudinte or nullify oxisting

contracts or agreements with such

citizens or entity, or (c) imposed or

onforced dlucriminatory tuxes or othor

oxactlonys, or restrictivo malntonance

or oporation conditiona? If vo, and

moro than uix montha has elapued sinco

such occurronco, identify tho document

indieating that the govornment, or

appropriato ngoncy or aub-division thoroof,




has taken appropriate steps to
discharge its obligations under
international law toward such

citizen or entity? If less than
six months has elapsed, what steps if
any has it taken to discharge its
obligations?

7. FAA 8620(q). Has the country

been in default, during a period in
excess of six months, in payment to
the U.S. on any FAA loan?

Military Situation

1. FAA B620(1). Has the country

engaged in or prepared for
aggressive military efforts directed
against the U.S. or countries
receiving U.S. assistance?

2. FAA B620(s). What is {a) the

percentage of the country's budget
devoted to military purposes, and

(b) the amount of the country's foreign
exchange resources used to acquire
military equipment? Is the country
diverting U.S. development ascistance
or P.L. 480 sales to military
expenditures? 1Is the country diverting
its own resources to unnecessary
military expenditures? (Findings on
these questions are to be made for

each flscal year and, in addition, as
often as may be required by a material
change in relevant circumstances.)

3. FAA 8620(v); App. 119. Has the
country spent moncy for sophisticated
weapony systems purchased since the
statutory limitation became effective?
If so, identify either (a) the
docuwaentation which describes how the
withholding of an equivalent arnount of
A.1.D. assistanco has been or will be
accomplished or (b) the Prosidential
determination that such purchase is
important to the national security of
the U.S. so that no withholding 1is
noceogary,

ANNEX II
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No.

No.

About 20% of the 1968/69
budget was allocated for
national defense. Foreign
exchange expended on military
equipment is negligible. The
answer to the second and third
questions is no.

No.



II. CONDITION OF THE LOAN

A,

B.

General Soundness
Interest and Repayment

1. FAA BB201(d), 201(b)(2). 1Is
the rate of interest excessive or
unreasonable for the borrower? Are
there reasonable prospects for
repayment? What is the grace
period interest rate; the follow-
ing period interest rate? Is the
rate of interest higher than the
country's applicable legal rate of
interest?

Financing

1. FAA 8201(b)(1). To what extent
can financing on reasonable terms be
obtained from other free-world
sources, including private sources
within the U.S.?

Economic and Technical Soundness

2. FAA 8611(a)(1). Heve engi-
neering, financial, and sther plans
necessary to carry out assistance,
and a reasonably firm estimate of
the cost of assistance to the Uu.s.,
been completed?

Relation to Achievement of Country
and Regional Goals

Country Goals

6. FAA 6281(b). How does the

program under which assistance is
provided recognize the particular
needs, desires, and capacities »f
the country's people; utilize the
country's intellectual resources to
encourage institutional developrant;
and support civic education and
training in skills required for
offoctive participation in political
procossos.

ANNEX II
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Loan terms are low and reason-
able. There are reasonable
prospects for repsyment. (See
Section IV.2 of the original

loan paper and Section II.G. of
this loan paper). The grace
period interest rate is 2%
followed by an interest rate of
3% for the duration of the loan.
Answer to the last question is no.

The total AID loan of $12 million
will finance 22% oi the total
costs of the project. France,
EEC, and the GFRC will finance
the remaining costs. Cameroon's
need for borrowing mone, on soft
terms precludes borrowing from
private U.S. sources. See also
Section IV.3. of the original
loan paper and Section II.H.1.
of this loan paper.

See Section III of original
loan paper and Section II.D. of
this loan paper.

This loan will assist the GFRC
in meeting transportation needs
of the Cameroonian people. It
is not applicable to the latter
two parts of this Section.
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The entire amount of the loan

8. FAA 5202!a2. Indicate the smount

of money under the loan which is:
going directly to private enterprise;
going to intermediate credit
institutions or other borrowers for
use by private enterprise; being used
to finance imports from private sources;
or otherwise being used to finance
procurements from private sources.

Relation to U.S. Economy

Employment, Balance of
Private Enterprise

6. FAA 8621. If the loan provides
technical assistance, how 1s urivate
enterprise on a contract basis utilized?
If the facilities of other Federal
agencies will be utilized, in what vay
are they particularly suitable;
competitive with private enterprise (if
So, explain); and how can they be made
available without undue interference
with domestic programs?

Payments,

Procurement

3. FAA 800. Will any part of this
loan be used ror procurement of any
agricultural comnodity or product thereof
outside the U.S. when the domestic price
of such commodity is less than parity?

Other Requirements

5. App.B109(a). Will any military

assistance, or items of military or
strategic significance, be furnished to
a Communist nation?

10. _FAA 8620(p) . Wil uny part of thias

loan be used to compensute owners for
exproprinted or nationalized propoerty?
If any assistance has boen used for

such purpose {n the past, hag approprinte
reimbursement been mado to the .5, for
oung divertedy

1. _{'_'/_\_/'_._ﬁ:_‘_’ﬂl). I thin Lu g projent
loun, whnt provivlons hava besn made

for upproprinte participation by the
rociplont countey 'y private antorprise?

are they -

will be used to finance procure-
ment from private sources.
Section II.H.3.

See

Not applicable.

No.

No.

Answer to the first question
is no. The loan will be used
only for procurement of U.5.
£oods and sorvices. Second
question iuv not applicable,

Crmoroonian private enter-
prive will bonofit diroctly
from hnving thin oxtennion
of tho railwny network,

Seo Joetion V of original
losn paper,





