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SUEZ CEMENT PLANT.

I. INTRODUCTION

PROBLEM DEFINED :

The FY 1976 projec: implementation plan has proven to be unrealistic
and cost estimates have proven to be inadequate. The project is

20 months behind the original schedule, and cost overruns are in
part a restlt of project delays. The revised cost for financing
previously planned equipment procurements, vlus added consultant
services are beyond aveilable GOE fimanciry.

(A more detailed discussion is given in Section 4.01 below).

The GOE and USAID have now established a revised implementation

plan and cost schedule which reflects current conditions. The
Procurement actions to be completed and civil construction quality

and progress will be under close supervision by an expanded consulting
service contract (see paragraph 4.02b). The project's experience and
training will serve to strengthen host country planning and implemen=-
tation systems. o

THE PROJECT :

The scope and description of the project targets are as described

in the original Project proposal. The project consists of con-
struction of a cement plant and auxiliary facilities, the development
of limestone and clay quarries to provide the bulk of the raw
materials requirements of the plant, and the construction of

electric power lines needed for its cperatiom.

RELATIONSHIP TO CDSS :

The CDSS proposes an employment:oriented .growth strategy. Productive
output is emphasized with a clear need for large levels of

investment to rehabilitatgénd expand Egypt's industrial and
infrastructural facilities. A good part of the productive expansion is
dependent on basic construction materials (cement) being available

in the quantity and quality required.’ The demand for cement is

beyond present capacities and it is planned that by 1985 the
AID-supported Suez and Quattamia Cement Plants will provide for a
significant share of the construction industry demand.
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SUEZ CEMENT PLANT
(263-0012)

II. SUMMARY AND RECOMMENDATION

Grantee : The Government of the Arab BRepublic of Egypt (GOE)

Executing Entities : Suez Cement Company (SCC) and the Egyptian
Electricity Authority (EEA),

Amount : Amendment to add $10.0 million for revised Life of
Project costs of $100.0 million (Chapter IV provides detailed
schedule of source/use funds).

Terms : Grant to GOE to total $100.0 millionm, $6L.9 million
sub-loan to SCC, $29.2 regrant to SCC and $5.9 regrant to EEA.

Project Purpose : The Project is designed to support future
investment in infrastructure, such as roads and ports, industrial
and agricultural development projects and to reduce the need for
cement imports, ‘

Project Description : The Project consists of the comstruction
of a cement plant and auxiliary facilities, the development

o limestone and clay quiitries to provide the bulk of the raw
material requirements of the plant, and the comstruction of
power lines needed for its operation.

Grant Application : The GOE has Tequested an additional U.S.
$§10.0 million to finance foreign exchange cost escalations
and U.S, consultant services (see Annex A)., TFunds will be
allocated as follows :

8. $3.7 million to finance extended and expanded engineering,
Dahagenent and training services.

b. $1.3 mfllion to finance foreign exchange cost escalations
in transmission line equipment,

c. S5 millior for equipment ,arid shipping cost escalations above

and beyond original estimates,
Source of U.S. Funds : Economic Support’ Funds.

Mission Views : The Mission fully endorses the Project. 1In
accordance with Section 611 (e), FA4, the Mission Director has
certified GOE capabilities to effecrively maintain and support
this project (See Annex B).
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Environmental Impact : No negative impact was identified in original
?roject Paper.

Social and Beneficiary Analysis : Positive social and beneficiary
benefits were identified in original project paper.

Grantee Contribution : The GOF will vrovide an estimated $85.4
million (equivalent) required to finance :

a. Local Currency Costs of Comstruction.
b. Foreign Exchange costs in excess of $100.0 million.
c. Local cost support of U.S. consultants.

Statutory Requirements : All statutory criteria have been met.
(See Anmex C).

Recommendation : That an additional Grant in the amount of $10.0
million be authorized om terms and conditions set forth im
the Grant Authorization and Amendments (Annex D).

Project Committee :

David C. Woody ' Chairperson

Bill Shope Loan Officer

Riche¥d M. Williams Engineer (Project Officer)
George M. Flores Program/Operations

James Norris Program/Economics

L. Michael Hager Legal Counsel

Raymond DeBruce Controller

Executive Committee: Members shown below have reviewed the
Amendment and recommend approval :

Owen Cylke DD/Chairman
Richard Dangler AD/TIDPS
Stanley Applegate AD/HSTD

J. Edwards AD/AG

W. Tribble AD/CI

L. Michael Hager Legal Counsel

William Rice Controller
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III. BACKGROUND AND PROGRESS TO DATE

4. BACKGROUND :

3.01 In July 1976 USAID presented a project proposal to AID/W to
grant finance the estimated $90.0 miliionm in foreign exchanpe costs
for constructing a cement plant with a capacity to produce one
million toms annually.”™ The FY 76 project . was proposed as one part
of the U.S. program in support of Egypt's economic recomstruction
program and strategy to restore economic activicy in the Suez Canal
&rex. :

3.02 The Project's technical, financial and economic analysis
confirmed the need and viability of tha proposal, noting the cricical
need of this basic product for U.S. supported development activities.
Subsequently, studies relating to U.S. financing of the Quatctamia Cement
Plant recorfirmed the critical need for increased domestic production.
See discussion of cement industry presented in original Project Paper
and subsequent Project Paper on Quattamia Cement Plant (263-0051).

3.03 The AID-supported Suez Cement Plant and Quattamia Cement

Plant are subsidiiries of the joint stock Suez Cement Company (SCC).
The company was organized in 1976 under Law 43 of 1974 with the

-, purposes of expanding cement production and supporting the develapm391

of a private sector company.
B. PROGRESS TO DATE :

3.04 On December 16, 1976, a contract between SCC and a U.S.
consultant firm (H.R Ferguson, Iaternational) was successfully
negotiated to provide marnagerial and tachnical services. Services
to be provided include:

= .«Advising SCC.oa .the organization of the -Company-:and -assisting
" with the preparation of adminiscrative and acsounsing syatsma
and procedures.

= Providing overall advice on project planning and scheduling.

= Preparation of tender documents for equipment and other
contracts and assisting SCC in the evaluation of bids and
contracting, e

= Purchasing of equipment, as necessary.

* See Annex E for original FY 76 project cost estimates in foreign ex-
change and local currency.
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= Detalled scheduling of construction activities, Project
management and comstruction supervision,

= Assistance with testing start-up and inirial commercial opera-
tion.

= Plant training,

the training business. Most speclalized eivil construction and erection
consulting services have been handled by local Egyptian Consultants under
sub-contract to K.KX, Ferguson International or direct contract with SCC.

3.05 Equipment for the Plant has been purchased in seven major groups :

(1) Cement production line equipment, (2) nining equipment, (3) labora~
tory equipment, (4) workshop, (5) trucks and other vehicles, (6) elecpri-
‘cal equipment, and (7) office equipment. Except for item 1 above, most
Purchasing has been done by H.K. Ferguson for SCC. Comstruction contracts -
were let to two Egyptian contractors held respomsible for the construction
of all civil work. Installation of elecsrical equipment and wiring is
also being carried out by an Egyptian contractor. The cement production
line suppliers (Fuller Co.) are furnishing erection engineers to supervise
installation of their equipment,

3.06 Comstruction operations have begun, most of the AlD-financed

cement production equipment has arrived on site, bids have been

rTeceived for ziectric transmission line egtipment and necessary arrange-
ments aave been made for bringing water to the Plant site south of

Suez (ity. The Project has not proceeded at the originally planned .
péce through no favlt of the SCC, with significant delays being experience
in the civil comstruction Performed by local contractors,

3.08 Additional money is needed to cover escalations in the pricing of
AID-financed cement pProduction line equipment, electric transmission
equipment and extended construction supervision services by the U.S.
Consultant. So as to minimize the impact on the Suez Cement Company,

8 private company Speclally created for this pProject:, it is pProposed



that an additional $10.0 million be given euntirely in grant form to the

GOE and regranted to the Company and EEA.



IV. REVISED FINANCING PLAN (Revised Inputs)

4,01 The following financial tables and discussion provide rational®
and data to support additional grant assistance.

TABLE (A)
- Revised Cost Estimates (000 omitted)
Project Flement FX Costs LE Costs
1. Productive Assets
a. Land and other fixed assets . - 1,663
b. Quarry and other equipment 15,315 500
c. Cement production line
- Machinery and equipment (CIF) 61,811 -
- Spere Parts (CIF) 6,391 -
- Engineering ) 2,032 -
= Supervision of erection 1,023 414
= In-country transport & clearance - 361
Sub=-total 71,257 2,938
d. Civil comstruction and erection - 33,323
: : Total 86,572 $36,261
2. Consultant Services
a. Construction supervision and~
equipment purchasing services. 8,066 2,216
Y. Site engineering and testing _ 60 851
¢. Management systems desiga 1,304 42
d. Training "~ 985 230
Total 10,415 3,339
3. Electric Transmission Line
a. Transmission towers 2,917 *
b. Conductor 1,894 *
¢. Line hardware . 938 ®
d. Grounding 151 *
e. Substations * *

Total 5,900 *
4., Otbzr Costs and Contingency :
2. Pre-project operating and "
administrative expenses ‘¢ - 2,778

b. Interest during comstruction - 10,000
c: Contingency . 500 5,000
Total 500 17,778

Grand Total $ 203,387 LE 57,378

* Cogt to be borm by EEA - not included in Project Cost estimates.
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Table (B)
Increases  ir FX Costs (000 omitted)
Project elemeat Original Revised Increases
FX costs FX costs
Productive Assets 78,700 86,572 7,872
Consultant Services 6,700 10,415 3,715
Electric Transmission Line 4,600 5,900 1,300
Other Costs and Contingency - 500 500
Totals $ 90,000 $ 103,387 § 13,387
Table (C)
Source of Funds
(000,000) (000,000)
$ LE
USAYD Grant 100.0 -
Sue: Cement Plant (GOE) .
= Bank Loans - 1.1 48.4
= Founders Equity 2.3 9.0
' 103.4 57.4
Table (D)
Application of AID Grant Funds ($000 omitted)
Original Changes Revised Total
Sub=~loan by GOE teo SCC to
finance assets $64,900 - $ 64,900
Re-grant by GOE to SCC to
finance assets
a, Equity inwestment of public 13,800 - 13,800
" sector cement companies :
b, Equipment and shipping cost - + 5,000 5,000
escalations
Re—graht to SCC to finance cost
of T.S, Comsultant Services 6,700 + 3,700 10,400 -
Re-grant to EEA for electrig,+ 4,600 + 1,300 5,900
transmission line "
$99,000 + 10,000 $100,000

* Note : Amounts allocated for different line -items may be increased or

decreased within the total change amount authorized.



4.02 TRevised Inputs — Rational

a. Productive assets

The FY 1976 estimate for cement production line equipment engineering
precurement, shipping and erection supervision, plus expected escalation
during project implementation, was given at $67.2 million. The cost of
cemen: production line procurement and shipping has now escalated by an
additional §$5.6 million as a result of unexpected delays in project implemen-
tation and higher than anticipated inflation. All of these costs are legally
payable by the SCC as they are tied to escalation factors included in the
original contrart with the equipment suppliers (Fuller Co.). The SCC, a
newly organized company, and USAID were overly optimistic im scheduling and
gauging local construction contractor capacities. Significant delays have
been experienced in civil construction and these have impacted the delivery
schedule for equipment.

b. Consultant Services :

As a direct consequence of the delays in project implementatiom, U.S.

basedé consultant services described in section 3.04 must be extended for

‘a lenger period of time., Initially these were to last for 39 months from

the date of agreement (May 1977). It 1s necessary to extend these services
for an additionmel 20 months to provide continuous services during comstruction,
start-up testing and the initiation of commercial operations. At the same
time, the scope of the U.S. based consultant services will be increased to
give more careful control over the quulity and paoe of civil construction anc
the installation of plant instrumentation and operational control devices.

The summary cost of these extended and expanded services are included in

the estimstes itemized in 4.01; additional details are found in Ammex T.

¢. Electric Transmission Line :

The FY 1976 cost estimates for electric power equipment were inadequate
and éid not take into account the high inflation of the past three years,
Equipment bids now total $5.9 million. Performance by the EEA will be
cosely monitored and schedules for completion are being coordinated by U.S.
contract personnel at the Suez Cement Plant.



V. PROJECT ANALYSIS :

A. Technicel Anzlysis

5.01 The one million ton/year cement plant is located between adjacent
limestone and clay quarries (about 5-12 kilometers apart) in a remote

area 40 km south of Suez City and 15 km from the Red Sea. The plant to

be constructed and equipped is simflar in type and capacity to that called
for in the original Project Paper in July, 1976. Included in this project
is complete financing of imported cement producrion line and quarry equip-
ment. Civil comstruction is the responsibility of ScCC.

5.02  Support Facilities : Financing of an electric transmission line

to bring power to the site is also included in the project; EEA is providing
its own foreign exchange to finance the substations at both ends of the

line. EEA is also providing all local LE funds for comstruction of the
transmission line. A permanent supply of fresh water for operating the

plant is being brought in by pipeline from Suez City, with foreigrn exchange
funds coming from the USAID-financed Canal Cities Water Project* A temporary
water supply available from deep wells near the plant site may have to
be developed to support plant start-up operations. This, along with the
provision of electric power, is being carefully coordinated with the jprogress

of the cement plant itself.

5.03  USAID comsiders the design of plant and support facilities to be
correct. With the added $10.0 million, project costs and targets will be
met under the revised schedule.

B. Management and Manpow .r Appraisal :

5.04 The organization plan for SCC provides for seven departments :

(1) production, {2) maintenance, (3) purchasing, (4) quality control,

(5) financial management, (6) administration, and (7) legal counsel. The
total staffing level is projected at 370 employees. The former Managing
Dirsctor of the Tourah Cement Company is acting as ad interim Chairman

and Managing Director for SCC until its organization is complete. Other
full-time professional employees including a legal. advisor, financial
manager, plant manager, personnel manager, erection advisor, five accountante,
five senior engineers and 28 junior engineers. The existing cement compagies
make other staff available to 500’ as needed until SCC can recruit and train
its own staff. . .

5.05 The recruiting and training of staff is Tequiring a major effort.
Presently, technicians and skilled workers familier with mining and cement
manufacturing operations are available only to the extent they can be
borrowed from existing companies. However, operations and maintenance

#The Canal Cities Water Project was conceived to serve the needs of the growir 2
communities along Suez Bay and the Gulf of Suez, including the Cement Plant.
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staff are being trained by the project to assume full responsibility

in the scope of this project. Other services are provided by ASEC, an
Egyptian-Swiss firm which has supplied much of the technical expertise

in the preparation of project plams. USAID considers that with intensive
rectuitment and training at all technical and management levels and the
provision of supervisory/technical/managerial advisory assistance, project
objectives will be met including the capacity for continued operations and
maintenance.

C. Financial Analysis :

5.06 The project was organized under the SCC joint stock company newly
formed in 1977 under Law 32 (a revision of lLaw 43 of 1974). Ownership of

34 percent of the stock is by the four existing cement ccmpanies, 45 per-
cent by banks and insurance companies, and 21 percent by the private sector.
The subscription of the cement companies (L.E. 3.4 million) has been financed
by an allocation of $§13.8 million from the previous A.I.D. grant, with

the subscription of the banks and insurance companies coming from their own
funds. As required by Law 43, 10% of the original capital (L.E. 1.6 millien
equal to $2.3 million) was subscribed in foreign exchange from private
BeCctor Bources.

5.07 Th: company is turning to USAID for add~on financing needed to com-

plete the Suez Cemen* Plant Project, up to the limit imposed by Sectiom 6.20
(K), FAA (S100 million). As the contract with the U.S. consultant is a
requirement of AID, it is in the inte-est of AID to pay the full additional
costs of retaining that consultant. Money for the transmission line was
provided to EEA in this project to insure that electric power would be available
on~-time; it is not within the capability of SCC to supplement EEA financing.
Similarly, AID had from the beginning intended <o finance the cost of U.S.
source cement production line equipment in full; throuc’ no fault of the SCC,
tkis equipment .now costs more. . .

5.08 Recently the Ministry of Fimance has ruled that the Suez Cement Plant
sub-loan of $64.9 million must be repaid to the GOE at the rate of 70 piasters/
dollar rather than the 539 piasters/dollar rate pertaining at the time the loan
was made. So a8 to lighten the repayment burden on the SCC, the GOE has agreed
to a procedure which has the affect of forgiveness of part of the loan. 1In
this approach covenant 5.10 of the Suez Agreement (The revolving fund set up to
receive SCC repayments of the GOE sub~loan for Suez) would be amended to permit
using the fund as a device for improving the financial health of the SCC. The
stated first responsibility of the fund will be to make grants to the SCC-as
necessary to keep constant the.L!E. repayments of the SCC after adjusting the
exchange rate for repayment from 39 to 70 piasters/dollar. Progressively

these grants to the SCC will total $28.7 million and effectively reduce the
original AID subloan from $64.9 million to $36.2 million (the curremt dollar
equivalent of the original L.E. debt). The sequence of steps for implementa-
tion of this approach are as follows : .



A. Amend Suez grant authorization to includ!ﬁﬂ‘w'céngitisng'précedent
and covenant for revolving fund. Wording is included in this Frcject
paper.

B. ipprové by-laws for disbursemerit- £rem fvnd on behalf of Suez project

. by letter exchange with GOE.

C. Amend c:bnditions P recgdenf-'and ‘Coven a.;-;t 5.10 of su=z Grant agreement
as necessary. .

Details on the financial structure of the SCC after this new Grant and
draw-down on the revolving fund are given n Amnnex G.

5.09 Proformfpro&uc:ion and marketing programs for 1981-88 plus projected
income statemen: and balance sheets for years 1982-90 are given in Annexes
H, I and J. These were extracted from the Suez Cement Company Aannual Report
for 1978 as published in March 1975. The projections are based on current
controls on cement prices. With the delays in project implementation, these
projections are approximately one year out of phase.

3.10 USAID considers the compenv's finamcial accountiny system to be '
adequately organized. 'Systems of management and cos. control informatiom
have been designed by a U.S. comsultant (Coopers & Lybrand) to be
implemented during plant start-up operations.

D. Economic Analysis :

5.11 The original grant paper calculated the economic internal rate

of return for the Project to be 14.6%. Since that analysis in mid-1976,
the economic input and output prices for cement production have increased
significantly. A revised analysis has been carried out to assess the
net impact of the increase in world market cement prices to $65/MT versus
the price of $36/MT used in the original grant paper, the doubling in the
price of petroleum fuel, the increase in the shadow price of electricity to at
least §.065/kwh, general increase in o<her capital and operating input
costs and a revised implementation schedule. The new calculation yields
a slightly higher IRR of 16.0% showing the project to still be justified
economically. Detailed calculation. for this analysis are given in

Annex K. .
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VI. PROJECT IMPLEMENTATION

A. IMPLEMENTATION STATUS AND SCHEDULE :

6.01 As of the date of this Project Paper, the implementation status
of the project was as follows :

d. Clvil Construction - 337 complete

b. Cement Production Line Procurement - 80% complete
¢. Quarry Equipment Procurement 857 complete

d. Workshop Equipment Procurement - 757 complete

e. Laboratcry Equipment Procurement - 80ycomplete

f. Transmission Line Procurement - 20% complete

g. Limestone Quarry Opening =~ 45% complete

h. Clay Pit Opening - 55% complete

i. Equipment Imstallation - 2% complete.

6.02 The implementation schedule for completion of the project is
as follows :

Civil Construction complete July 1981

Plant erection complete . Nov, 1981
Electric Power available - Yov. 1981
Water supply available - Novw, 1981
Plant start-up and testing Deoc. . 1981
Commercial operations begin March 1982
Termination of disbursements June 1983

Completion dates are based on the best judgement of the USAID mission. As
such they are slightly conservative projections of the U.S. construction
supervision consultant's estimates.Sinceltems 6.01 b & c above (both nearly
complete) represent the bulk of the ATD-financed foreign exchange costs of
the project, no additional unforeseen cost escalations are expected.



VII. CONDITIONS PRECEDENT

The following Conditions Precedent to disbursement of additiomal funds
under the First Amendment will, in substance, be included both in the
Amended Authorization and in the Amended Agreement : '

1. An executed sub-grant amendment Between the GOE and SCC*, accept-
able to A.I.D., to be used to cover the foreign exchange cost
of consulting and training services and to finance assets, including
the §13.8 million used By SCC to issue stock to the four cement
companies which partfecipated in the formation of the company.

2. An Amendment to the sub-grant agreement between the GOE and EEA%*,
satisfactory to A.I.D., to cover foreign exchange costs of conmstructing
4 power tramnsmission line to conmnect the SCC plant to the natiomal
grid;

3. Aun executed contract amendment between SCC and H.K. Ferguson,
International for consulting services required for the execution
of the Project.

4. An ‘executed contract amendment between SCC and the Fuller Co. for
operations and maintenance training services.

5. Evidence that the Minister of Housing has established and made
fully operational the Revolving Fund under an amended Section 5.10
of the Grant Agreement, including the adoption of by-laws, the
establishment of administration of the Fund, and a definition of
eligible uses.

6. /n executed agreement among the Grantee, the Minister of Housing
and SCC which provides for reimbursement and grants to SCC under
tie Revolving Fund.

* Amounts to be regranted will be determined specifically after cost of
EEA transmission line towers is known precisely and U.S. consultant costs
assignable to Suez Cement Plant Project (as differentiated from those
assignable to Quattamia Cement Plant Project) have been fixed. Only then
can the net amount regrentable to SCC to finance assets be derived. See
Table D on page 8 for estimated amounts for each use.



AND ECONOMIC COOPERATION

MINISTRY OF- ECONOMY

Economic Cooperation ACTION TO 2=/ <

. | ACTION T.4% 0
Mr. Donald S. Brown : NAN v
Director ’f:: -
U.S. Embassy
CAIRO
Cairo Jan., 1980
Dear Sir,

Reference to AID Grant Agreement N, 263-0012 for Suez Cement
Plant signed on July, 31, 1976 between United States of America and
Egypt up to ¥ 90 million.

Due’ 40 prices increase which lead to % substantial raise in the
foreign kKxchangse cosis, the Goverument of Egypt, asks zcr a grant of
¥ 10 million as an acditional rinancial assistance for the said project.

It would be eppreciaied iz U.S. AID would look favourably %o *his

request on the scope and level of assistance thae* alJ could provide in

1980 and future years,

Sincerely yours,

Under Secretary nf Stata
for sconromic Cooperstion




SUEZ CEMENT Co. :
S. A, E. ANNEX A

B3 - 23rd. JULY HOUSES - Page 2 of 3
ABBASSIA - CAIRO
EGYPT
TEL. 827682

o 73

Cairo, January 8,1980.

Mr. Richard M, Williams,

Project Officer,

Office. of Industrial Development,
U.s. AD,

Cairo,

Subject: Loan Agsreement - Suez Cement Project

Dear Mr, Williams,

We are sending you attached herewith a copy of our
letter, dated 2nd instant, addressed to H.E. the Min'ster
of State for Economic Co-operation, whereby we refer to
our previous letter to him dated December 25,1979 informing*
him that the foreign currency requirement for Suez Cement '
Project is expected to exceed the U,S, Grant of § 90 million
by a further amount of approx. $ 10 million, and consequently

asked him to address a letter to you to that effect,

In our letter of Jan. 2, we have requested H.E. The
Mirster to address.:o you another letter confirming our
undertaking that S.C.Co will provide and finance by its
own means any foreign currency costs in excess of the $100
million which is the maximum that could be appropriated
by AID for one Project,

Thanking you for your co-operation and assistance.

Very truly yours,
Eng. Ahmed A. Shaker,

Chairma naging Director,
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ANNEX (B)

EGYPT - SUEZ CEMENT COMPANY PROJECT
CERTIFICATION PURSUANT TO SECTION 611 (e)
OF THEE FOREIGN ASSISTANCE ACT OF 1961
AS AMENDED

I, Owen Cylke, the Principal Officer of the Agency for International
Development, Egypt, having taken into account, among othex things,
the maintenance and utilization of projects in Egypt previously
financed by the United States, do hereby certify that in my judgement
Eqypt bas both the financial capability and human resources capability
to effectively maintain and utilize the capital assistance to be ‘
provided for the construction of a one millien ton annum cement
plant.

Owenn P. Cy g
Acting Director
USAID - EGYPT



Annex C
Statutory Checklist

5¢ (1) - COUNTRY CEECKLIST

Listed below are, first, statutory criteria applicabtle generelly to
FAA funds, and then criteria applicable to individual fund sources:

Development Assistance and Economic Support Fumd.

A.

GENEFRAL CRITERIA FOR COUNTRY ELIGIBILITY

1. FAA Sec. 116. Can it be demonstrated
that contemplated assistance will directly
benefit the needy? If not, has the
Department of State determined thet this
government has engaged in a consistent
pattern of gross violations of interna-
tionally recognized human rights?

2. FAA Sec, 481L. Has it been determined
that the government of the recipient
comtry has failed to take adequate steps
to prevent nercotics drugs and other
controlled substances (as defined by the
Comprehensive Drug Abuse Prevention and

. Control Act of 1970) produced or processed,

in whole or in part, in such cowmtry, or
transported through such country, Irom

Not all will directly
benefit the needy. The
Dept. of State has made
no such determination.

No.

being soléd illegelly within the jurisdiction.

of such country to U.S. Government perscnnel

or their dependents, or from entering the

U.S. wlawfully?

3. FAA Sec. 620(b). If assistance is to
a government, has the Secretary of State
determined that it is not dominated or
controlled by the intermationel Communist
movement ?

L, FAA Sec. 620(c). If assistance is to
e government, is the government liable as
debtor or wnconditional guarantor on any

The Secy. of State
has so determined..

None of the known claims

debt to a U.S. citizen for goods or services meet these criteria. The

furnished or ordered where (a) such citizen

has exheusted aveilable legal remedies and
(b) the debt is not denied or contested
by such government?

GOE-USG joint Commission
have reached agreement
on such debts.



5. 'FAL Sec. €20 (e) (l). 1If assistance
is to a government, has it (including
government agencies or subdivisions)
taken any action which has the effect of
nationalizing, expropriating, or othex-
wise seizing ownership or control of
property of U.S. citizens or entities
beneficially owned by them without
taking steps to discharge its obliga-
tions toward such citizens or entities?

6. Iar Sed. 620(a), 620(f), 620D;

FY 79 2Zpp. Act, Sec. 108, 114, and 606;
Y 80 2pc. Act, Sec. (511, 512 and 513.)
Is recipient country a Cormmunist country?
Will assistance be provided to Angola,
Cambocdia, Cuba, Laos or Vietrnam? Will
assistance be provided to Afghanistan

or Mozambigque withcut a waiver?

7. TFAR Sec. 602(i).
in any way involved in (a) subversion
of, or military aogression against, the
United States or any country receiving
U.S. assistance, or (b) the planning
of such subversion or aggression?

8. TAX Sec. €20(3). Has the country
permittec, or failed to take adeguate
measures to prevent, the damage or
destruction, by mob action, of U.S.
property?

9. TAR Sec. 620(l)., If the country
has failed to institute the investment
guaranty program for the specific
zisks of expropriation, inconvertibi-
lity or confiscation, has the AID
Administrator within the past year
considered denying assistance to such
government for this reason?

10, FAR Sec. 620(c); Fishermen's
‘Protective Act of 1967, as amended,

" "Sec, 5. If country has seized, or
imposed any penalty or sanction against,
any U.S. fishing activities in inter-
national water,

Is recipient country

The Secy. of State has
determined that forminc
the Jecint Commission
constitutes taking such
steps within the meaning
of this sect,

NOI
No.
N/A

The President has not so
detexrmined. .

Under ,620(3) the President
has not so determined.

Egypt has reactivated an OPIC
Agreement with the U.S..

There is no known instance
of such acts.



g. hes eny deduction required by R/A
the Fishermen's Protective Act
been made?

b. haes complete deniel of assis- N/A
tence been censidered by AID
Administrator?

11. TFAA See. 620; TY 79 Avpv. Act. Sec.

6€03; FY 80 Avp. Act, Sec. (51E.) No such defasult

() Is the govermmenti of the recipient exists. AID anéd GOE
country ir default for more then six sre reconciliating the
months on interest or principal of eny books on minor amounts.

AID loan to the country? (b) Is coumtry
in default exceeding one yezar on interest
or rrincipel on U.S. loan under progream
for which App. Act erpropriates fumds?

12, TFAA Sec. 620(s). If contexplated

essistence is development loen or from

Econormig Support Funé, hes the Administrator
taken into eccount the percentege of the -

country's budget which is for militery Yes end the President hes
expenditures, the amount of fereign " determined that 4he listed
exchange spent on militery equipment end considerations do not irhibit
the amount spent for the purchese of eid to Egvrt but that our eié
sophisticated wezpons system? (An effir- seeks to reduce arms cosis
mative enswer mey refer to the record end tqo stimulate economic

of the annuel "Teking Into Consideretion" development.
memc: "Yes, taken into eccount bty the

Administrztor at time of epprovel of

Agency OYE." This epproval by the

Adrministretor of the Operationel Yeer

Buaget cen be the basis for an effirmative

answer during the fiscel yeer unless

significent changes in circumstances

occur. )

13. FAA Sec. 620(t). Has the country

severed diplomatic relsticns with the Yes, ir 1967; relationms

United Stetes? If so, have they been were resumed. New agreements
resumed and have nev bilatersl essistance heve been made since resumptio
agreements been negotiasted and entered

intc since such resumption?

1L, TFAA Sec. 620{u). Whet is the peyment

status of the country's U.N. obligetions? Egypt has paid all of its
If the country is in arrears, were such outstending UK obligations.
arresreges taken into account by the

AID Adzinistrator in determining the

current AID Cperational Yeer Budget?




1.

..

15. TAA Sec. 6204, TY T9 Avp. Act, Sec. 60T;
FY 80 £oe. Let, Sec. (521.) Hes the

country granted sanctuary from vroscripiion
to eny indivicual or group which hes com-
mitted en ect of internetional terrorism?
Bec the country grantzd sanciuery from
prosecuticn to eny individuel or group

which hes commitied e war crime?

16. FAA Sec. €66. Does the couniry object,
on basis of race, religion, neticnal origin
or sex, to the presence of any officer or
employee of the U.S. there to carry out
economic develcoment program under FAA?

17. TFAA Sec. 669, 670. Has the country,
efter August 3, 1977, delivered or received
nucieer enrichment or reprocessing equirment,
meteriels, or technology, withow: specified
errengements or sefeguards? Has it detoneted
& nucleer device efter August 3, 1977,
elthough not & "nucleer-weepon Stete" under
the nonproliferstion treety?

FUFDING SOURCE CRITERIA FOR COULTRY ELIGISILITY

Develooment Assistence Countrv Criteris.

&, FA? Sec, 102(b) (k). Heve criteria been
established and taken into eccount to assess
commitment progress of couniry in effectively
involving <the pocr in developmen:i, on such
indexes es: (1) increese in sgricultural
oroductivity through smzli-ferm labor
intensive agriculiure, (2) reduced infant
mortelity, (3) control of population
growth, (L) equeliiy of income distribution,
(5) reduction of wmerzloyment, end (6) in=-
creased literscy?

b. FAA Sec. 10L(a) (1): IDC Act of 1979.

If appropriate, is this development
(including Sehel) activity designed to

build motivation for smeller families

through modificetion of economic anéd sociel
conéitions supportive of the desire for
lerge families in progrems such as educe-
tion in end out of school, nutritioz, diseese
contrcl, ceternal ené child hezlth services,
egriculturel production, rursl development,

No.

No.

No.

No.

No.

N/A



assistance to wrbern poor and through
commurity-based development programs
which give recognition tc people
motiveted to limit the size of their
families?

Econcmic Supvort Twmd Country Criterie.

e. FAA Sec. 502B. Hes the country

(e) engageé in e consistent pattern of

gross vicletions of intt mationelly

recognized human rights or (b) made such
significant irmprovements in its human

rights recoré that furrishing such Ne.
assistence ics in the nationel interest?

b. FAA Sec. 533(t). Will assistence

under the Southern Africa program be

provided to Angcle, Mozerbigue, Tanzanie,

or Zemtia? If so, has President waived K/A
prohibition egeinst the assistence

by determining thet such assistence

will further U.S. foreign policy interests?

c. FAA Sec. 609. 1If commodities are to

be granted so tnat sele proceeds will

accrue to the recipient country, have

Specigl) Accowmnt (cownterpert) errenge- N/A
ments been mede?

d. FY 79 Avo. Acx, Seec. 123: ¥Y 80

Aop., Act Sec. (51C) Will assistence

be provided for the purpose of eiding the
effcrts of -the goveranmernt of such country
contr +o the Universel Decleraticn of

Humen Rights?

e. FAb Sec. 6202, F.L. 9L-320 Sec. LO6.
yill ESF be furnished to Argentian or
Chile? : N/A




Listed below are statutory criteria appl

5¢ (2) - PROJECT CHECKLIST

icable generally to projects

wi=n Tnd funds and project criteria applicable tc individual funding

sources:

Development Assistance (with a subcitegory for criteria

applicable only to loans); and Economic Suppoit Fund.

CROSS REFERENCES:

IS COUNTRY CHECKLIST UP TO DATE?

HAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR

THIS PROJECT?

GERERAL CRITERIA FOR PROJECT

1. TFY 79 Apo. Act Unpumbered: FY 80 Aoc.
Act Unnumoered: ThAs Sec. 634A; Sec. 553(b);

(3) Describe how authorizing and appro-
priations Committees of Senaze and House
have been or will be notifiecd concerning
the project; (b) is assistance within
(Operazional Year Budget) countiry oOr
international organization allocaticn
reporced to Cecngress (or not more than
$1 million over that figure)?

2., TFAA Sec. 611(2) (1). Prior to
obligdtien in excess of 5100,000, will
there be (z) engineering, financial,

and other plans necessary to carry out
the assisctance and (b) & reasonably firm
estimaze of the cost to the U.S. of the
assistance?

3, TFAA Sec. 611(a) (2). If further
legislative action is required within
recipient country, what is basis for
rezsorable expectation that such action
will be completed in time to permit
orderly accomplishment of purpose of
the assistance?

4. TAA Sec. 611(b); FY 79 Apo. Act Sec. 101;

FY 80 App. Act Sec. (501.) 1f for water

or water-related land resource constructica,
has project met the standards and criteria
as per the Principles and Standards for
Planning Water and Related Land Resources
dated October 25, 19737

(a) An "Advice of Program Change"
will be transmitted to the
appropriate committees of Congress

(b) The intended obligation is
within the level of funds appro-
priated for Egypt for FY 198C.

(a) yes

(b) yes

No further legislative
action is reguired to
implement the project except
ratification of the sicned
Grant Acreement.

Not applicable.



-

S5, Fah Sec. 611l(e). If project is
capital assistance (e.g., construction),
and all U.S. assistance for it vill azceed
$1 million, has Mission Dirc-tor certified
and Regionzl Assistant Administrator

taken inte considerztion the country's
capability ¢ffectively to maintain and
stilize the project?

6., Fas Sec. 279. 1Is project susceptible
of executiuvn as

part of regional or mul-
tilateral projent? If so why is project

not so executed? Information and

conclusion whecther assistance will encourage
regional development Progi.as.

7. TFAA Sec. 601(a). Information and
conclucions whether project will encourag.
efforts of the country te: (a) increase
the flow of internacional trade; (b) foster
rivate inicizcive and competition;
(¢) encourage developzent and use of
cooperatives, crecit unions, and savings
and leoan associations; (d) discourage
monopolistic'prac:ices; (e) improve
technical efficiency of industry, agri-
culture and commerce; and (£) strengthen
free lzber unioms, .

§. TFAA Sec. £01(b). Information and
conclusion on now project will encourage

U.S. private trade anc investment

ahroad and encourage private U.S. parti-
cipation in foreign assistance programs
(including usc of private trade channels

and the services of U.S. private enterprise).

9. TFAA Sec. 612(b): Sec. 636(h). Describe
steps taken to assure that, to the maximum
extent possible, the country is contributing
loczl currencies tc meet the cost of
contractual and other services, and foreigm
cirrencies owned by the U.S. are utilized

to mee: the cost of contractual and other
services.

Yes, Missior Director's
cextification is appended
to Prcject Papers.

No.

The Grant will increase

the flow of intermational
trade and improve technical
efficiency of industry,
agriculture and commerce.

Most c¢f the funds expended
are for goeds and services
from private US concexns.

The Project Mgreement
provides fcr SCC financing

of local currency expenditures.



10, FAA See. 612(&). Does the U.S. own US owned local currency
excess foveign currency of the country and, Will not be used.

if so, what arrangements have been radc

for its release?

11. TFAA Sec. 601(e). 'ill the preject

utilize competitive selection procedures Yes,
for the awarding of contracts, except

where applicable procurement rules aliow
otherwise?

12, FY 79 Apn, Act, Sec. 608: TY §0 No. The ce....it production
Apo. Act Sec. (321.) I{ assistance is intended for domestic
is for the production of any commodity use.

for export, is the commodity likely

tc be in surplus on world rarkets ar the
time the resulting productive capaciry
becomes operative, and is such
assistance likely tc czuse substantial
injury te U.S. producers of the same,
sizilar or compecing commodity?

Devalocment Assistance Proiect Criteria

1: 112: 281a.
y will Not applicable.

a. TFAA Sec. 102(%)
Extent to wihich &
(3) effectively invelve the poor in
development, by extending access to

ecencmy at local level, increasing
laber-intensive producticon and the use

of appropriate technology, s~reading
investment our from cities L small

towns and rurcl areas, and insuring

wide participation of the poor in the
bencfits of development on a sustained
basis, using the appropriate U.S.
institutiens; (b) help develop
cooperatives, especially by technical
assistance, to assist rural and urtan

poor to help themselves toward better life,
and otherwise encourage democratic

private and local governmental institu-
tiens; (c) support the self-help efforts



of developing countries; (d) promote

the participation of women in the national
econozies of developing countries and

the improvemen: of women's stztus; and

(e) utilize and encourage regional
cooperation by developing countries?

b, FAA Sec. 103, 103A, 104, 105, 106, 107.
Is assistance being made available:
(include cnly applicable paragraph which
corresponds to source of funds used.

I more than one fund source is used for
project, include relevant paragraph for
gach fund source.)

(1) [103) for agriculture, rural
development or nutrition; if so (2) extent
to which activity is specifically
decigned to increase procductivity and
income ¢f rurai poor; [103a) if for
agricultural research, full account
shall be taken of the needs of small
farmers, anc extensive use of field
testing to adapt basic research to local
conditions shall be made; (b) extent

to which .assistance is used in coordi-
nation with programs carried out under
Sec. 104 to help improve nutrition of
the people of developing countries through
encouragement of increased production

of crops with greater nutritional value,
improvement of planning, research, and
education with respect ro nutrition,
periicularly with reference to impro-
vermen: and expanded use of indigenously
rroduced focdstuffs; znd the undertaking
of pilot or demenstration programs
explicitly addressing the problem of
malnucrition of poor and vulnerable
people; and (c) extent to which
activicy increases national food
securizy by improving food policies

and ranagement and by strengthening
national fond reserves, with particular
concern for the needs of the poor,
through measures encouraging domestic
production, building national food
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reserves, expancing aveilable storaae
facilities, reducing post harvest food
losses, and improving food distrihution.

(2) [104] for population planning

under sec. 104(d®) or health under

sec. 104(c); if so, (2.) extent to which
activity emphasizes low-cost, integrated
delivery systems for health, nutriticn

and family planning for the poorest people,
with particular attention to the needs

of mothers and voung children, using
paramecdical anc auxiliary medical persomnel,
clinics and health posts,commercial
c¢istribution s¥stems and other modes of
comzunicy research.

(3) - [105) for education, public
adnministration, or human resources develop-
ment; il so, extent to which activity
strengthens nonformal education, makes
formal) educaticn more relevant, especially
for rural families and urban poor, or
strengtiens management capability of
instituticns, enabling the poor to parti-
cipate in cevelopment; and(b.) extent

te which assistance provides advanced
education aund training of people in
developing countries in such disciplines

as are reguired for planning and imple-
mentaticn of putlic and private development
activities. .

(%) [106) for technical assistance,
energy, research, reconstruction, angd
selectec development problems; if so,
extent activizy is: (i) (a) concerned
with date cellection and analysis, the
training of skilled personnel, research
on and development of suitable enerpy
sources, anc pilot projects to test new
methods of energy production; and

(b) facilitative of geological and geo-
physical survey work to locate potential
oil, natural gas, and coal reserves and to
encourage exploration for potential oil,
natural gas, and coal reserves.



(ii) technicel cooperation and development,
especially with U.S. private and voluntary,
or regional and international development,
organizations;

(iii) reseaxrch into, and evaluation of,
economic development processes and techniques;

(iv) reconstruction after natural or manmade
disaster;

(v) for special development problems, and
to enable proper utilization of earlier
U.S5. infrastructure, etc., assistance;

(vi) for programs of urban development,
especially small laber-intensive enterprises,
marketing svstems, andé financial cr other
institutions to help urban peoor participate
in econozic and socizl development.

c. [107) is appropriate effort placed on
use of appropriate technology? (relatively
smaller, cost-saving, labor using techno-
logies that are generally most appropriate
for the szall farms, small businesses,

and small incomes of the poer.)

d. FAA Sec. 110(a). Will the recipient
country provide at least 25% of the costs
of the pregrzm, preoject, or activity
with respect to which the assistance is
to be furrnished (or has the latter cost-
sharing requirement beean waived for a
"relatively least developed' country)?

e. FAA Sec. 110(b). Will grant capital
assistance be disbursed for project over

more than 3 years? If so, has justifi-

cation satisfactory tc Congress been made,

and efforts for other financing, or is the
recipient country '"relatively least developec"?

f. TFAL Sec., 281(b). Describe extent to
which program recognizes the particular
needs, desires, and capacities of the

people of the country; utilizes the country's




intellectual resources to encourage
institutional development; and Supporets
civil education and training in skills
required for effective participation in
governmental processes essential to
self-government.

g. TFAA Sec. 122(b). Does the activity
give reasonable promise of contributing

to the development of economic resources,
or to the increase of productive capacities
and seli-sustaining economic growth?

Development Assistance Proiect Criteria (Loans Onlv)

a. TFAA Sec. 122(b). Information and - Not applicable.
conclusion on capacity of the countTV

to repsy the loan, at a reasonable rate

of interest.

b. TFaA Sec. 620(d). If assistance is for
any produciive enterprise wnich will compete
with U.S. enterprises, 1s there an agreement
by the recipient country O prevent export
=0 the U.S. of more than 20% of the
enterprise's annual production during the
life of the loan?

Project Criteria Solelvy for Economicz Support Fund

a. TFAL Sec. S5sl(a). Will this assistance (a) Yes. By promoting the

promote economic or pelitical staziliIy’ efficient domestic production of

To the extent possible, does it reflect the cement, it will support future

policy directions of section 102? investment in infrastructure, such
as roads and ports, which have

b. TFAA Sec. 53i(c). Will assistance under deteriorated in recent years.

this chapter be used for military, or Section 102 policy directions are

paramilitary activities? refle-ted in the essential reductioc:

in import requirements and
increased employment potential.

5C(3) - STANDARD ITEM CHECKLIST (b) No.

Listed below are statutorVy i-ems which normally will be covered routinely

in those provisions of an assistance agreement dealing with its implemen-
tation, or covered in the agreemeat by imposing limits on certain uses of
funds.
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These items are arranged under the general headings of (A) Procurement,
(B) Construction, and (C) Other Restrictions.

A. Procurement

1. TFAA Sec. 602. Are there arrangements Use of small business procedures
to permit U.S. small business to participate will be considered if appropriate
equitably in the furnishing of commodities to the nature and magnitude of
and services financed? procurements.

2. TAA Sec. 604(a). Will all procurement

be from the U.S. except as otherwise Yes
derermined by the President or under delega-
tion from him?

3. TFAA Sec. 604(d). If the cooperating

country discriminates against U.S. marine Yes.
insurance ccmpanies, will commodities be

insured in che United States against marine

risk with a company or companies authorized

to do marine insurance business in the U.S.

4. TFAA Sec. 604{e). If offshore procu~

rement of agricultural commodity or product There shall be no suchg
is to be financed, is there provision . procurements. :
against such procuremenc when the domestic

price of such commodity is less than

parity?

5. TFAA Sec. 603 Compliance with Ye:
requirement in section 901(b) of the Merchant
Marine Acz of 1936, as amended, that at

leas: 3C fer z:zn:zux of the gross tonnage of
‘commodities (computed separately for dry

bulk carriers, dry cargo liners, and tankers)
financed shall be transported on privately
owned U.S.-flag commercial vessels to the
extent that such vessels are available

at fair and reasonable rates.

6. TAA Sec. 608(a). Will U.S. Govermment Consideration will be given to
excess personal property be utilized use of excess prop erty when
wherever practicable in lieu of the procu- practical.

rement of new items?

Technical assistance services
will be obtained on a contract
basis with U.S. private
enterprise f£irms.

7. TFAA Sec. 621. 1If technical assistance
is financed, to the fullest extent
practicable will such assistance, goods
and professional and other services from
privete enterprise, be furnished on a




%

epntzacc basis? I£ che facilicies of ochex
Faderal agencies will be ucilized, are

they particularly suicable, net compecisive
wvich privzte enterprise, and nade
available. without uzdue interfereance

wich domestic prograzs?

- 8. Tncermational Air Transpert. Fair

- Compecitive Practices Act. 1974. Yes
I£ air cransportacion of persons or property
' ts financed on graac basis, will pzovision

be made that U.S.-flag cazriers will be
. uciltzed co- the extent suck service

is availahla?/

§. ET 7% 4sv. Act, Sec. 105: FY 80" App.

et See. [505.] Does the concract for Yas:
‘procurement coataim 'z’ prowision auchari-

zing the termination of such concract for

the converiencet af che Uniced Scaces?

Construction

I. Fak Seo. 601(d). IF & capiral Yes
(e.g-. conscruccion) projecc,. are emgineer—
ing aad prafessional services of U.S. firms

© and cheir affiliares zc be used tT the

mesimurr excenc consiscent with the
nacionzl inceresc?”

T. FAEX Sec. 611(cy. TE comtracts for  Yes
censcTucticn are to be financed, will chey

be Iec on = compecitive basis to saximum
excent pracrticable? ' :

3. FAN Sec. 620(k). TIE for comstzuctian No, it will not exceed
. @f productive encerprise, will aggregate value 3$100 million.

of assiscice ca be furmished by the C.S.

nor= exceed $100 million?

- "Ochar Rescriction

p . FaA See. 12Z(%). LF development Ioswm, Not applicable (Grant).
. f{s ipcerest tate ac least 2L per annum during
gzsce periad and at Ieasc 3% per annum chereafcer? -



2. TAA Sec. 302(d). If und is established Not applicable.
solely bv U.S. contributions and administered

by an internationzl organization, does Comptrol-

ler General have audit rights?

3. TAL Sec. €20(r). Do arranpements exist The Project Grant Standard

to insure that United States foreign aid is Provisions Annex so stipulate
not used in a2 wmanner which, contrary to the

best interests of the United Stares,

promotes or assists the foreign aid

projects or activities of the Communist-

bloc countries?

4, TAA Sec. 636(1). Is financing not

permitted tc be used, without waiver, for Yes,
purchase, sale, longterm lease, exchange

or guaranty of motor vehicles manufactured

outside the U.S.7?

1 arrangements preclude use of fi-

2. TFaA Sec. J0&(f). To pay for perfor-

mance of abortions as a methed of family Yes.
planning ot to, motivate or coerce persons

to practice atortions; to pay for perior-

mace of inveluntary sterilizatien as a

method of family planning, or to coerce

or provide financial incentive to any

person to underge sterilization?

. 620(c). 'To compensate owners
iated nationalized property? Yes,

b. TFAL Sec
for exprepr

c. Fat See. 660. To provide training

or advice or provide any financial support Yes.
for pelice, prisons, or other law enforce-

menz forces, except for narcotics programs?

a. A% Sec. 662, Tor ClA activities? ' Yes.

>s]

e. TY 79 App. Act, Scc. 104: FY B0 App.
Act Sec. [304.) To pay pensions, etc., Yes,
{or nmilitary personnel?

£, TFY 79 Apo. Act, Sec. 106: FY 80 App. Yes.,
Act. Sec. [506.) To pay U.N. assessments?

1S




6

TY 79 Anp. Act, Sec. 107: TY 80 Appo.
Act. Sec. [307.] To carry out provisions
of TAn section 206(d)? (Transfer of TAA
funds to mulrilaterzl organizations for
lending.)

E. TV 79 App. Act, Sec. 112: F¥ 80 App.
Act Scc. (511.] To finance the export
of nulcear equipment, fuel, or technology
or to train foreign nationals in nuclear
fields?

{. TV 7% Anp. Act. Sec. 601; FY 80 App.
Act Sec. [515.] To be used for publicity
or propaganda purposes within U.5. not
authorized by Congress?

Yes,

Yes.

Yes.
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WASHINGTON D C 20523

ANNEX D
THE ADMINISTRATOR
SECOND AMENDMENT
TO
GRANT AUTHORIZATION
Name of Country: Arab Republic Name of Project: Suez Cement
of Egypt Project

Number of Project: 263-0012

Pursuant to Part II, Chapter 4, Section 531, of the Foreign Assistance
Act of 1961, as amended, the Suez Cement Project for the Arab Republic
of Egypt was authorized on June 30, 1976 and amended on July 28, 1976.
That Authorization, as amended, is hereby further amended as follows:

l. The amount of the Grant is revised to read "not to exceed One
Hundred Million dollars ($100,000,000)".

2. Paragraph 4 (Covenants) shall be .amended to add a new covenant as
- follows: . . _ C s :

"(d) Revolving Fund. All repayments by SCC to the Grantee pursuant to
the loan agreement shall be placed in a Revolving Fund ("Revolving
Fund®). The Revolving Fund shall be deposited in the National Bank of
Egypt. The control of the Revolving Fund shall be vested in the
Minister of Housing and the Fund shall be available only for investment
in projects of SCC and the building materials industry. Priority
obligations of the Fund will include reimbursement of SCC for costs
which were not contemplated on the date of the original locan agreement,
and grants to SCC, as necessary, to enable it to attract loans from
domestic and international lending institutions for the procurement of
consulting services, equipment and infrastructure".

3. A new paragraph 4, "Conditions Precedent to Disbursement for
Electric Transmission Line from Additional Funds Made Available Under
.the First Amendment to the Grant Agreement™ is added as follows:

"Prior to any disbursement or to the issuance of any Letter
of Commitment for the electric transmission line from the
additional funds made available under the First Amendment to
the Grant Agreement, the Grantee shall, except as AID may
otherwise agree in writing, furnish to AID, in form and
substance satisfactory to AID, an executed Grant Amendment
between GOE and EEA to finance the foreign exchange costs of
equipment and materials required for the construction of a
power transmission line and related facilities to connect
SCC's plant to the national grid."
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4. A new paragraph 5, "Conditions Precedent to Disbursement for
Purposes Other than the Electric Transmission Line from Additional
Punds Made Available Under the Pirst Amendment to the Grant
Agreement®” is added as follows: .

*prior to any disbursement or to the issuance of any Letter
of Commitment from the additional funds made available under
the First Amendment to the Grant Agreement for purposes other
than the electric transmission line, the Grantee shall,
except as AID otherwise agrees in writing, furnish to AID in
formr and substance satisfactory to AID:

(a) Arr executed grant amendment between the GOE and SCC for
the increased foreign exchange costs of consulting and
training services and equipment and materials for the project.

" (b} Am executed contract amendment between SCC and H.K.
Ferguson, International for consulting services required for

execution of the project.

(c) Aan executed contract amendment between SCC and the
Fuller Co. for operationm and maintenance training services.

(d) Evidence that the Minister of Housing has established
and made fully operational the Revolwing Fund referred to in
Section 5.10 of the Grant Agreement, as amended, including
the adoption of by-laws, the establishment of administration
of the Fund, and a definition of eligible uses. )

(e) Anr executed agreement among the Grantee, the Minister of
Housing and SE€C which provides for reimbursement and grants
ta SCC under the Revolving Pund referred to in Section 5.10
of the Grant Agreement, as amended.”

5. Paragraphs 4 an@ 5 of the Authorization, as amended, shall be
renumbered as & and 7.

6. The Authorization for AID Project 0012, as amended, remai:-
in force except as hereby amended.

Clearances: Clear . /
@Afﬂ/l’D:Selig Taubenblatt ﬁ l\~ Date_s)\Y Yo GC:SI-T:].eme &Datf

NE/DP:Bradshaw Langmaid ‘ Date /y¢

NE/EI:Gerald Ramens Date

GC/NE:John E. Mullen ) Date 30
Drafter :mﬁféz paj:GC/NE:5/13/80




ANNEX E

ORIGINAL ‘PROJECT COST ESTIMATES

FOREIGN
COST CATEGORY EXCHANGE

(in § 000's )

(a) SCC Assets

lb
2.
3.
4,
Se
6.

Land & Improvements $ © 105
Mining Equipment 6,480
Cement Plant Equipment 50,150
Cement Plant Construction . -

Transport Equipment 2,040
Contingency & Escalation 19,970

SUB TOTAL . 78,700

(b) Services :

(e)

(d)

1.
2.

- 3.

1.

2.
3.

Engineering & Management 4,000
Training 1,000
1,7

Contingencies & Escalation , 700
. o SUB TOTAL 6,700.

Power and Water :

Power Transmission and 3,400

Substations.

Water Line from Suez. -

Contingencies & Escalation 1,200
4,600

Other Costs @

L.
2.
3.
4.
5.

Pre-Project Expenses
Administrative Expenses
Working Capital

Interest during Comstruction
Contingencies & Escalation

SUB TOTAL

GRAND TOTAL $ 90,000

556

78
21
845

603
397
3,14 -

4,129

8,646

LE 27,887



ANNEX F

U.S. CONSULTANT SERVICES DOLLAR COSTS

ORGANTZATION & Original Total cost [Estimated Total
to 30 Nov. cost to Proiected
Budget. 1979 complete  COST
A. HX. Ferguson, Intl. comtract .
1. BE.K. Ferguaom, Intl. 3,151,840 2,213,557 3,820,014 6,033,571
(Gonstruction supervisgion) ' .
2. E.K. Ferguson (purchasing 971,260 1,106,588 296,656 1,403,244
& technical backstocpping)
3. Cooperx & Lybrand 1,012,700 1I,303,700 o 1,303,700
(management systems)
4. Bendy Enginesering 188,400 129,988 139,052 269,040
(technical consulting)
.3« Morrison=-Koudsex . ‘ 347,200 171,473 195,727 367,200
{rachnical cousulting) o *
6. Lone Star Induscries™ 686,900 23,245 -0~ 23,245
(crainingy.
7. Arab-Swiss Engr. Ca. 15,100 7,630 ' 14,370 22,000
(site engineering)
8. Arab Cornsulting-Engineers.. - 3,300 .-3,268 6,732 10,000
(sice snginsering) .
Sub=total 6,376,700 4,459,449 4,470,551 9,430,000
B. Fuller Co. contract 14a,000 140,000 845,000 985,000
(technical training) -
TOTALS '46.516,700 5,099,444 5,315,551 10,415,000 .
ve TN SRR SRR SR

% Withdrew from project when company went .out of the training business.
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Annex G
SUEZ CEMENT COMPANY
FINANCIAL STRUCTURE

l. In letter No. 100089 of January 1980, Mr. Abdel Aziz Zahwy, Under-
secretary of state for Economic Cooperation requested an additional
§ 10 million grant from USAID to finance cost overruns on the Suez
Cement Plant. The additional foreign exchange request would bring
total Grant financing of the Project to $100 millionm.

Loan financing of $95 million has also been provided for the Quattamia
Cepent Plant, a related cement plant, both under the Joint-Stock Suez
Cement Company (SCC).

2. While increasing the Suez Cement Plant Grant Agreement by $10 millienm,
certain amendments are propoecud to allow some relief in the loan repay-
ment obligations of the SCC to the GOE* and to improve the debt/equity
ratio of the Company. Theee are being done to place the company into
an overall position to secure necessary financing from IFC and other
commercial sources to implement the Quattamia Cement Plan:.

The above would be achieved by amending Covenant 5.10 of the Suez Agree-
ment to serve &8s a proamble to svecific by-laws to govern disbursements
from the revolving fund set up uo receive SCC repayments of the GOE sub-
loan for Suez. The first responsibility of the Fund will be to make
Grants to the SCC as necessary to keep constant the L.E. repaymentf
obligations of the SCC after adjusting the exchange rate .for repayment
from 39 to 70 piasters/dollar. Progressively these grants to the SCC
will total $28.7 million and effectively reduce the original AID sub-
loan from $64.9 million to $36.2 million (the current dollar equivalent
of the original L.E. debt). The sequence of steps for implementing this
plan are as follows : ’

A. Amend Suez Grant Authorization to include covenant for revolving fund.
3. Approve by-laws for disbursement from fund on behalf of Suez Project
by letter exchange with GOE.

C. Anend conditions p:ocodlnt lndccwenant 5.10 of su-z Grant Agrsamant
as -nacessary. . ; .

With the above changes the SCC debt for AID and other loans would
effectively be L.E. 74.5 mildien, Total equity after revaluation of assets
at 70 piasters/dollar would be L.E. 43.9 million, for a debt/equity ratio

* Recently, the SCC was told that they must repay the Suez subloan at the new
L.E./S exchange rate (70 piasters to the dollar) rather than the rate con-
sidered "Official" at the time the finencing was set up (39 piasters to the
dollac).
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of 63:37. Details on the financisl structure of the Suez Cement Plant
only are found in attachment # 1 immediately following,

Later, when the Quattamia Cement Plant Project is being implemented,
up to $20.6 million more will be granted to the SCC as necessary to
enable the Company to attract loans from IFC and other lending instit-
utions. This would have the effect of reducing the Suez Plant sub-
loan by the same amount. As before, AID would first approve by-laws
for disbursement from fund on behalf of Quattamia Project by letter
exchange with GOE.

With these additional changes the SCC debt for AID and other loans -
would effectively be L.E. 178.6 mfllion. Total equity after revalua-
tion of .ssets at 70 pilasters/dollar would be L.E. 90.9 million, for a
debt-equity ratio of 66:34. Details on the financial structure of

the S5CC after these additional drawdowns from the revolving fund are
found in attachment # 2.
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2.

Attachment # 1
SUEZ CEMENT COMPANY (SCC
B INANCIAL STRUCTURE=SUEZ CEMENT PLANT ONLY

Total equity of the company of L.E. 43.9 mfllion ($ 62.

distributed approximately as follows :

a. Original paid in capital

b. Revaluation of SCC Suez Plant ascets from 39 to 70
piasters/$ ($90 million original AID grant less
$4.6 million for EEA and $6.7 million for Ferguson
services times (.70 - .39))

c. New AID grant for Suez Plant ($5.0 milliom) for

equipment cost escalations, as paid in surplus
to the company.

Total Equity
Currently scheduled loaus of the company are :

d. Remainder of the AID subloan for Suez Plant ($36.2
nillioncowerted at 70 piasters/dollar)

b. TForeign exchange (non~U.S.) loan for Suez (§l.1
million) .

c. Local currency loans for Suez.

Total

7 million) is

L.E. Million

16.0

24.4

3.5
43.9

0.8

48.4
74.5



Attachment #2

SUEZ_CEMENT COMPANY (scC)

FINANCIAL STRUCTURE

1. Tozal equity of the company of L.E. 90, million ($ 129.9 million) is

distributed approximately as follows :

.
b.
Ce.
d.

' L.E. Million
Original paid ir capital 16.0

New shares purchased by founders for Quattamia Plant 16.0

New chares contributed to founders from subgrant

portion of AID loan for Quattamia Plant (§<0 9 million) 16.0
Shares purchased by private investors in L.E. for

Quattamia Plant. 4.0
Sheres turchased by private investors and/or IPC in

$ for Quattamis Plant, 4.0

g
h.

1.

Total par value of stock 56.0%

Revaluation of SCC Suez Plant assets from 39 o 70
Plasters/$ ($90 million original AID grant less §$
4.6 million for EEA and § 6.7 million for Ferguson

services times (.70 - ,39)), 24.4
Premium paid by new investors and IFC for shares :
in Quattamis Plant. 1.0

New AID grant for Suez Plant ($5.0 m{llion) for
aquipment cost sscalations, as paid in surplus to

the company. . 3.5

Remainder of subgrant portion of AID loan for .

Quattamia Plant ($8.6 milliom). 6.0
Total Equity 90.9

2. Curreatly scheduled loans of the company are :

a. Remainder of the AID subloan for Suez Plant ($15.6
millioncomverted at 70 plasters/dollar). " 10.9
b. Foreign exchange (non~U.S.) loan for Suez ($1.1 million) 0.8
c. AID reloan for Quattamis Plant ($ 58.5 million) 41.0
d. IFC loan for Quattamia Plant ($30 million) 21.0
e. Equipment suppliers (non=U.S.) loans for Quattamia
Plant ($15 milliom). 10.5
f. Local currency loans for Suez. 48.4
g. Local currency loans for Quattamia. 46.0
Total 178.6
* Note : The General Authority for Investment and Free Zones ajprroed on

December 4, 1979 the increase of SCC-capital to L.E. 56 million.



CIEMENT PRODUCTION AND MARKETIHG PROGRANS

Arnex p

Suez Cenent plant

(000)
1982 1982 1983 1984 1985 1986 1987 1988
I. PRODUCTION PROGRAU: . )
1. Production % cf Capacity 60 80 100 100 100 100 100 1co
2. Production of Cement (1000 .
tons) 6900 800 1000 1000 - 1000 1000 1000 1000
3. Less: base stock in Silos 30 20 10 - - - -- --
4. Sqlable Cement (1000 tons) 579 780 990 1000 1000 1000 1000 1000
5. Variable Cost of Salauble
Cement (item 4XL.E. 6.4
per ton Ccment) 3648 499? €33C 6400 6400 6400 6400 6400
6. Variable Cost «f Base Stock
: (item 3XL.E.6.4 per ton
Cement) . 192 128 64 - - - - -
I1. MARKETING PROGPRAM:
1. Local ilarket: .
a. Sales of Cement (1000 tons)470 660 250 730 790 790 790 790
b. Net Revenues (L.E. 1000)
(At vrice L.E. 26 per ton . ) »
Bulk) _ 12220 17169 20540 26540 20540 20540 20540 20540
2. Export Market: °
a. Exported Cement {1000ton) 100 120 zno 210 210 210 210 210
b. Net Revenues ($ 1000)
(at price $ 40 per ton )
Bulk) 4000 4800 8000 8400 8400 8430 8400 8400
3360 . 5600 5580 - 5880 5880 5880

c. Equivalent in L.E. 1000

2800

5880

sm Rt = = =2 ¥ x




Kerex B
Suez Cement plant

1N COMNE STATEHENT L.E. 000 )
|
1981 1292 1983 1964 1985 1966 -} 1987 1988 1989 1990
1. Revenmuas,! 12220 |17160  |20540 sdo ‘
ToT sales of C . 1 5 205 20540 20540 20540 20540 |r0540 20540
2. Exports of cgmentme“ 2500 3350 S600 5800 5880 5830 5680 5850 5890 5880
1. seios Mix Revenues-Het - 100 200 500 500 500 500 500 500 500 509
1. Othar Revenues 955 1170 1485 4ss 1485 1485 laes 1485 1485 1485
s. Total I 16175 l22090 |28125 . | 28405 28405 24405 28405, 23405 [28405 28405
Less: .
11. Cash Cost of Sales 1 -
I Tndustrial Cost of production 1648 4992 6136 5500 6400 6400 6400 6400 6400 6400
2. pdditional Cost of Exports 650 780 1300 1365 1365 1365 1365 1365 1165 1365
3. lreting expenses 36 117 149 150 150 150 150 150 150 150
1. Laber t Administrative Fxpenses 11c0 1400 1500 1500 1500 1500 1500 1500 1500 1500
s. pdditional Dags- Forelgn. 33 702 a9l 900 900 900 900 900 000 900
S. Total II 59917 7991 10175 10315 |roals 19315 10315 10313 Jtoals 10315
I1I. Fize:d charges -
I benreelstion §207 | 6207 6207 6207 | 6207 6207 6207 6207 | 6207 6207
. 20 Roortizatlon 1047 1047 1047 1047 1047 1047 1047 1047 1047 1347
3. Interest on Loan 622: 54€3 4500- 3417 2518 1610 820 - - -
s. Total III 13476 12115 11854 10671 9772 ga6d 8074 7254 7254 7254
V. Net Profit \ (32261 | 1384 ¢ods 7419 8318 9226 10016 10836 [toB16 10044

. e i e =




Annex

J.

Suex Cemcntlglnnt

Estinated balance sheet
1932 1982 1983 1984 1925 1986 1987 1988 1969 1990
ASSETS @
tard & Quiarries 94259 94259 91259 $4259 94259 94259 94259 94259 94259 94259
Construction & Civil Works
Fauv Material Investigation
Mzchiqery & Equipment
Transportation Equip. & Furniture 871 871 871 871 871 1371 1871 1871 1871 1871
Working Capital 472 472 472 472 472 472 172 472 472 472
Defarred Charges 9415 4368 7321 6274 5227 4180 3133 2085 1039 -
cash on land 465 4978 758 475 576 491 428 9209 17547 25643
TOTAL 105482 104448 103681 102351 | 101405 100773 |-1001s63 107897 ] 115188 1224645
Capital & Liabilities :
Capital Stock 1.60C0 16000 16000 16001 | 16000 16000 16000 16900 | 18000 16000
Capital Meserves 26873 26873 26873 25873 | 26873 26873 2€873 26873 | 26872 26873
Accumulated Reserves - 136 749 1520 2442 341¢ 4532 5616 6658 7701
Accumulated Depreciation 5207 12414 13621 24328 { 31035 37242 43449 49656 | 55863 62970
Accrued interest 2972 2677 2254 1683 | 252 | . 790 a10 - - T -
Account Payable - 66 525 747 796 "853 899 952 4754 4761
Accrued Dividends ( net) - 1180 4960 5900 6600 7400 8000 8800 5040 5040
Long Term Loans- Local 22600 | 181c0 9700 3s00 | - - - - - -
AID 30830 27900 24000 21000 16400 8200 - - - -
TO { AL 105482 134448 lu3681 102351 | 101405 100773 100163 107897 |115186 122445
-— ) - - - - e vmema o - e b il Bl naintd Sedhd - N et meee empem v e s cdrrzeremrm i an s
= T Tt —ewr TTPLIM M L€ A FIEATIS D;~;A-AJ==.;ITL;.XTT:L:\:;="-~— --__...-__.:_-..—:_.>::-.:...-- T
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ANNEX K

REVISED ECONOMIC RATE OF RETURN CALCULATION FOR
SUEZ CEMENT PLANT PROJECT

(S Millions)
Investment Operating - ¢Net
Teaz Costa Costs Beaefics Benefits
1978 r . . 17.5 - - (17.5)
2579 60.0 - - (60.0)
1980 53.8 - - (53.6)
1981 33.1 3 T - (33.4)
1982 6.9 13.0 39.0 15.1
1983 - 16.7 52.0 35.3
1984 - 20.4 65.0 &b 6
1985 - 20.4 65.0 44,6
1986 - 20.4 65.0 44,6
1987 - . 20.4 65.0 44.6
988 - 20.4 65.0 44.6
1989 - 20.4 65.0 44,6
19590 - 20.4 65.0 44,6
Zo0L : - 20.4 65.0 44.6
102 | - 6.4 |  65.0 44.6
1993 | R 20.4 65.0 44,8
2824 | - - 4.0 4,0

Based on the a.bove costs and benefits, the economic internmal rate of returm
:Ls 16Z.




