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CLASSIFICATION: 

AIO 1120-1 I. PAAO NO. 

(8-66) DEPARTMENT OF STATE 
AGENCY FOR 2. COUNTRY 

INTERNATIONAL DEVELOPMENT Arab Republic of Egypt 
3. CATEGORY 

PAAD PROGRAM ASSISTANCE Commodity Financing Standard Procedure 
APPROVAL DOCUMENT 

4. DATE
 

5. TO: 6. OYB CHANGE NO. 
A(. AID Not applicable

Ac: r, AID__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

6. OYB INCREASE 

7. FROM: Robei-L fl. Nooter Not applicable 

Assistant Administrator TO BE TAKEN FROM: 

Bureau for Near East 
9. APPROVAL REQUESTED FOR COMMITMENT OF: 10. APPROPRIATION - ALLOTMENT 

$ 100,000,000 Supporting Assistance 
11I. TYPE FUNDING 2. LOCAL CURREr4C Y ARRANGEMN SIMATED'3 DELIVER PEID 1. TRANSIACTION ELIGIBILITY 

FXILOAN T1-]RAN INFORMAL :-1FORMAL L NONE i//75-3/3.,/ PAW uthorization Date 
15. COMMODITIES FINANCED 

Industrial and agricultural machinery and equipment, spare parts, industrial raw 
and semi-finished materials and other commodities to be specified in Implementation
 
Letters and Commodity Procurement Instructions. 

16. PERMITTED SOURCE 11 T.STIMATED SOURCE 

U.S. only: 000 U.S.: 

Limited F.W.: Industrialized Countries:
 

Free World: Local:
 

Cash: Other: 

IS. SUMMARY DESCRIPTION 

Despite continued large cash transfers from Arab states, the Government of Egypt's 
balance of payments on current account continues to be in deficit. During 1975, 
additional Arab OPEC assistance in the form of concessionary credits and increased 
bilateral aid are expected to more than offset the current account deficit, and
 
probably will permit some reduction of large outstanding bankers' credit facilities. 
Howewr, during 1976, even after accounting for known Arab and other bilateral 
assistance, the financing gap is estimated to be substantial. 

The proposed loan w-ill assist Egypt with its balance of payments deficit during the 
coming year. The loan proceeds will finance imports of agricultural and industrial 
machinery, equipment, spare parts and other essential commodities and services. The 
loan will assist Egypt in its program to utilize full production capacity of existing 
industrial enterprises and to provide agricultural inputs essential to increase 
agricultural production. 

It is recommended that you authorize a loan to the GOE of $100 million ($100,000,000) 
for financing imports of selected commodities on the following terms: 

19. CLEARANCES DATE 20. ACTION 

REG/DP ___ APPROVED E]- DISAPPROVED 

REG/GC 

AA/PC 

A/CONT AUTHORIZED SIGNATURE DATE 

AA/MR 

AA/DFPE 

TITLE 

CLASSIFICATION: 
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1. 	 Interest and Terms of Repayment 

Borrower shall repay the loan to AID in United States do]2.ars withinforty (hO) years from the date of the first disbursement under the loan,

including a grace period of not 
to exceed ten (10) years. Borrower 
shall pay to AID in United States dollars interest at the rate of two
percent (21)per anrium during the grace period and three percent (3%)
per annum thereafter on the outstanding disbursed balance of the loan and 
unpaid interest. 

2. 	 Other Terms and Conditions 

(a) 	 Unless AID otherwise agrees in writing, comnodities and relatedservices financed under the loan shall have their source and origin in 
the United Stat s. 

(b) 	 The loan shall be subject to such other terms and 	conditions as 
AID 	may deem advisable.
 

Loan Committee 
Chairperson: Selig A. Taubenblatt, NE. /CD
Desk: James Roberts, INF /ME 
GC: Michael Kitay, GC/NE 
Procurement: 
Ransome T. Looper, SER/COM/NE
 
Progrem: Franz Herder, NE /Ep
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I. Background 

On January 14 and June 27, 1975, AID authorized an $80 million and 
$70 million loan, respectively, to the Government of Egypt to
 
finance imports of agricultuiral and industrial machinery and com
modities. The loan agreements have both been executed snd conditions 
precedent to disbursement for both loans have been satisfied. 
Procurement under the $80 million loan (263-K-026) currently is 
underway, and the loan is expected to be fully committed shortly. 

Conditions precedent under the $70 million loan were just satisfied, 
and as of mid-September this amount was available for commodity 
import financing. 

In April 1975, the GOE made an urgent request for increased assistance 
in the form of quick disbursing commodity financing to help it through 
the current period in which a large balance of payments gap inhibits 
its ability to finance critical imports and thus the country's economic 
growth and development. The proposed $100 million loan, in addition 
to the $70 million loan authorized in June 1975, is in response to
 

Egypt's urgent request for balance of payments assistance and 
together with Q8 0 million in PL 480 now under consideration will
 

provide some $250 million in quick disbursing assistance.
 

The basic economic background and U.S. assistance objectives were
 
spelled out in detail in the $80 million Basic Import and Production 
Loan Paper (AID-DLC/P-2068) dated December 20, 1974. The following 
will contain a justification for the $100 million loan and will update 
relevant data as appropriate. 

II. Status of FY 1975 and FY 1976 U.S. Assistance Programs 

U.S. economic assistance to Egypt is in support of the Government's 
policy aimed at seeking a negotiated settlement of a permanent nature 
which will permit Egypt to turn her energies toward economic development 
During recent years, Egypt's economic growth has been severely retarded 
by a shortage of foreign exchange which has affected every facet of 
the economy. Raw materials and spare parts have been in short supply 
and domestic investment in industry and agriculture has been much too 
low to stimulate meaningful growth. Much of these difficulties are 
due to large defense expenditures, which have drained resources
 
from other purposes.
 

The willingness of the United States to assist Egypt is seen by other
 
moderate Arab countries as an important indication of the credibility 
of our interest in. the Arab world. Dom,stic economic progress
 
resulting from U.S. and other bilateral assistance will strengthen 
Egypt's leadership role and the moderate forces in the Middle East. 
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A. FY 1975 U.S. Economic Assistance Program
 

The U.S. economic assistance program in Egypt was resumed in
 
FY 1)75 following the renewal of U.S.-Egypt diplomatic relations
 
the previous year. Within this short period of time, significant
 
progress has been made in formulating an assistsvnce program with the
 
Government of Egypt. The major areas of concentration were as
 
follows (in millions of dollars):
 

FY 1975
 

Supporting Assistance 251.2 
Suez Clearance & Reconstruction 53.7 
Commodity Tmport Program 150.0 
Other Pxnielopment Activities 47.5 

PL 480 Title 
 120.0
 

1. Suez Canal Clearance and Reconstruction
 

Revitalization of the war-damaged Suez area, particularly
of the cities of Port Said, Ismailia and Suez City and their environs, 
has high priority in the Egyptian Government. Preliminary plans fc¢r 
the entire area have been published and final master plans are 
expected to be ready sometime in 1976. Significant progress has 
been made in clearing away the war rubble and major housing projects 
are Leing completed in Suez City and have been started in Ismailia. 
The populations in these areas have already returned to their homes 
in substantial nmber. In FY 1975, AID provided $40 million in grants
for heavy construction equipment (.I10 million) and electric distribu
tion equipment ($*30 million). 

Under Presidential authority (Section 614, FAA) and with 
AID financing, the Lepartment of Defense began the operation of clearing
the Suez Canal of sunken vessels and unexploded ordnance in April 1974. 
Major clearing work was completed in mid-December 1974, and the 
principal MOD units and vessels involved departed the Canal Zone. 
At the request of the Government of Egypt, a residual force, con
sisting of one ordnance disposal team and a seagoing tug, remained 
to continue cadvisory; services on the removal of unexploded ordnance 
and to assist i: the removal of smaller wrecks in the basin and port 
areas. The Suez Canal was opened to commercial traffic June 6, 1975, 
and the residual force left shortly thereafter. AID provided a 
total of $13.7 million in F( 1975 toward the cost of clearing the 
Canal, in addition to the $8.5 million provided in FY 1974.
 

2. Colmnodity Import. Progran 

Much of Egypt's economic difficu.lty today stems from the
 
security situation in the area which has thwarted normal growth.
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fTroa,~elerate the paoe of economic growth, the Egyptian Governmenthas designed an ec,.onomio development strategy which includes:(1) res-,oring activity in the Suez Canal area; (2) bringing into
 
production both iunder-utilized industrial plant and adding new plant
to the industrial sector; 
(3) reviving the tourist industry; and(4) improvin; agricultural production. This ambitious and necessary

development 
 program cannot be accomplished without substantial foreign
assistance of this type. In FY 1975, two CIP in theloans amount of
$150 million were made available under AID financing. Our support of
Egypt in this manner is having a multiplier effect by encouraging

other nations to prolcide additional assistance to the Government of
Egypt in order to ameliorai, its 
serious balance of payments problem.


3.Otri ,evelopment Activities 

Or hi-I development projects financed by the U.S. in FY

total ,,47.5 million. A l.oan of, 4:4'4.3million to 

1975
 
assist the GOE 

construct and equip bulk grain storage facilities in Cairo and inthe Port of Alexandria was simied in June 1)75. A $1 million grant
was provided il FY i)75,o finance the procurement of technical
services from ii'.. cinm~for the preparation and analysis of
feasibility studies ievelopmentfor projects. A $1 million grant

was made available to i o fo1ehnical exchanges and specialized

training of Lpyp tlans in .2. institutions and $1.2 million was made
available for transfer of a helicopter. In addition to 
the $251.2
million economic assist mice programi outlined above, :,120 million in

PL 480 Title i wus made available for wheat and tobacco.
 

B. FY l)' I. onomic Assistance Program (Proposed) 

Egypt continues to require a high level of economic assistance
in the major aretas iden tified in the FY 1')75 program. With the initial
difficulties in progr-mmming and dealing with the implementation

cedures of AID now past, i! is reasonable to the 

pro
expect implementaticn

of the FY 1)71' y roairam at a le'el much above that of FY 1975. 

71~e ,Y i7s a, -uppor1;-in[, Assistance presentation
still has not ben u'orwarded the ... eUive Branch to Congress,b-: . lie'e re th,.
and thus dalta on ih}, -1 7.i progrmn for Egyrp. is not included inthis unclassifiJd paper. However, the FY 1976 program will be
discussed at -,,he Near H'si. Advisory Committee meeting and at the 
DLSC meeting. 

III. Loan Just fication 

The Government of Egypt's balance of payments has continued to worsenduring the past year -mld would. have become extremely unmanageable had itnot been for substantial additional Arab credits and bilateral assistance. 



-4-

The situation in 1975 is attributable to several causes: (1) the

extreme shortage of industrial and agricultural imports which now must
be made up as an imporhant part of the efforts towards economic
 
recovery and growth; (2) an accumulation of short-term debts and

supplier credits auiounting to well over $2 billion at the end 
 of 1974,
which requires manor foreigni exchng e pauyients and has made it more
difficult for the country to obtain new short-term financing; (3)

adverse terms of trade; (4) increased imports of consumer goods to

offset crop failures and increase rations; and (5) the drop in the

value of merchandis,. exports, particularly raw cotton exports. 

In 1975, the Qoveriment of E;y-pt embc .ed on a program to place the 
country's external accounts on a sonder basis. The Government has
taken action to provnt outstanding foreifn bank credit to Egypt from
increasing ever ,'t~her. Pakur credit facilities utilized (including
undisbursed) '-l utd ioe,2.7 billion at the end of 1974, compared to 
$1.1 billion an ii-- -id of 1'3. The use of this type of high-cost
finaxncinC has creat;d an enormous liquidity burden for Egypt during
19Y5, when an estimaLed ;. .8 billion of repayments of these credits
 
were ecpect ed to f1(l due. In plac:ing a limit on bankers' credit

facilities, 
new turs of credit opened against bankers' facilities
 
could not excead tht !irount of 
cash repayments on such facilities 
falling due duina that Period. This would mean a postponement of
imports required by ]epqit in the Labsencu of new medium and long-term 
credit.
 

At the same time, the qverrnment of Eo-ypt on an augent basis has
approached the Arab states and other bilateral donors, including the
United States, for additional assistance. The Soviet Union has been
asked to reschedul outstanding bt serice requirements. The 
medium and long-term concessiona1ry loans from Arab OPEC countries 
were to constitute a fund to be held at the Central Bank for purpose

of financing payments due on banikers' facilities. Egypt also sought
quick disbursing pro-ram loans from western bilateral donors in order 
to help finance -j- nt iiuort,-,. 

The Goverinment o- y :r pla ce externalWgTn efforts accounts on a
sounder footin- have largely ben successful. To date. Arab OPEC
countries' c io; Krloans h Lv-<otalled $1.2 billion, including
Saudi Arabia, c600 Kuwait. million; and Qatar, $100million; 
million. Fur t'ehrore, western 

-,-M 

donors are expected to commit additional
 
loans for quick disursing inports during the remainder of 1975. The 
proposed IO0 Mi ion loan, t:nUathur with the $TO million in CIIP loan
authorized in ,uhe 1)Y5 and proposed 180 million for PL 480 Title I
(for a total of 020 million), from the United States is in response 
to the Egyptian request. 
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A. Proposed Commodity Import Loan
 

The proposed .1100 million commodity import loan will be used 
for the import of raw materials, equipment and spare parts to support 
industrial and "-gricmlturaL production. Egypt has asked for such 
assistance t fiian-ce priority requirements i these areas. To date, 
the GOE has committed 44.2 million for such commodities as tallow, 
electrical ecuip sent and spare parts, and paper and chemical products. 
In additi'on, Dendino- procurement of tinplate, tallow and vehicles is 
expected to iTdfb - cosmiiit the remainder of the $80 million loan. In 
view of' the "ro, es that has been made uder the first program loan, 
we are encoumguu2( that lirpocts under the $70 million Jun.: 1975 executed 

proposed, millionloan and the (JOGCM loan will be utilized expeditiously 
over the uext i , t . 

_D1 in: :-ubsta.t iuL foreitgn exchange continues to be needed 
to finance the e 'upment, materials aid spares required to activate 
idle i it,,S 1,4 L I apacitv as well as to maintain existing capacity. 
Such requirevent s are particularly critical L, '}-e metallurgy and 
chemical industries. In agriculture, the immediate COE priority 
over the next, Lw y. is,to acquire critical agricultural inputs 
that would y'elU i,-i ed production from existing acreage of crops 
which woiuld havL Phe hi.est net forein, exchanlge impact on the economy. 
During. Ehr w-ill neec substantial of electrical.. imports 
and telecoi.mmuicationc ecuipmcnt, cables, railway and other transportation 
equipment, ho-pi-- laboratory equipment, tractors and spares, 
chemical -, [ tinplate. Egypturouuis particularly interested in 
purchasin ,thesc t'rn-es of comodities in the United States. See 
Annex 2 of thL w .oic imports and Produclion Loanl (I) (AID-ILC/P-2068 
dated December 20., lYdt) for an assessment of Eypt's industrial and 
agricultural requirements. 

B. iT-lae o Kw-;ments
 

Egypt's bclwjim -JL parments on current account has continued in 
deficit despi -u 1:'2 ash traznsfers frc-'a Arab states. During 1975, 
additional Arb'ab asistance in -the form of concessional credits 
and increase,.' bLa"d. id from other sources are expected to more 
than offset K. i'"r t %ccount deficit. 

Dur±ing -5 tare pro,-._ted t,-decline from 1974 levels 

by 18 percent t ,:tot -_1 of ;lj(5 million. The sharp reduction in the 
value of raw _-o on epct: from ., million in 1)74 to $385 million 
in 175 is rinari Ly c'sonsible Lor the decline. At the same time, 
merchandise areort to 20 in over-rcpectcd rise by percent 1975 
the prevdous year ,a otal of , . million. Significant increases 
in the value of f'uelsl interm.nediate coimodities and capital goods are 
expected to be rr mari responsibie for the increase in merchandise 
imports. As restL%, trade is to froma .ne,. deficit ex-pected rise 
$1,533 million in 1974 to $2,4O0 million in 1975, or an increase of 
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citercent. mr 2-I.. ,atafter taking account of apprc.in.xr-tely.$''C 
million cf A-rab cash transfers, the c-urent accownt iefio-it is 
expected to total $1,420 million. However, due tc , ignificant addi
tional Arab OPEC cash credits and increased bilateral aid, the current 
account deficit in 1975 is expected to be more than offsetand 
probably will permit some reduction of the large outstanding bankers' crenit 
facilities. 

The following tabulation summarizes Egypt's balance of payments 
1972-74 and projections for 1975 and 1976. it is based on IBRD and
 
DTM data. A more detailed estimate of Egypt's balance of payments 
1974-76 is contained in Annex 1. Annex 2, which is being distributed 
separately, sets forth known commitments from other donors from 
FY 1974-FY 1976. 



i/
 
Balance of Payments Summary--
Egypt: 


(1972-76)
 

1972 1973 1974 1975 1976 
Est Projection Projection -/ 

Exports 813 1,003 1,674 1,375 1,950 
imports 1 286 1,574 3,207 3 865 4,445 

Trade Balance - -571 -1,533 - -2,T-

Services Net 7 6 169 120 335 
Net Transfers 295 642 1,037 950 950 

Balance on Current Account -171 77 -327 -1,-2 -1,210 

Net MIT Borrowing 
Disbursements 
Amortization 

410 
295 

345 
420 

522 
654 

2,245i/ 
545 

1,050 
550 

Subtotal 115 -75 -132 1,700 500 

C'her Non-Monetary Capital (Net) 29 -13 -48 .... 

$verall Balance (Deficit - ) -27 -11 -597 + 280 -610 

Salance of payments data for 1972-75 based on I?,RD, Egyptian Central Bank and Ministry of 
Finance estimates. 

, A.I.D. projection based on data obtained from IBRD and IMF. 
I/includes $1.2 billion in Arab OPEC concessionary loans. 
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During 1976 it is projected that even with kmown Arab OPEC
 
assistance and bilateral loans and grants, Egypt's overall balance 
of payments deficit (financing gap) will reach about $610 million. 
This estimate is based on an increase in total exports (excluding oil) 
of about 20 percent, including an increase in cotton exports of about
 
40 percent. In addition, a $300 million increase is likely to result
 
from Sinai oil export availability. Imports are estimated to rise
 
by 15 percent primarily sparked by increased demand for capital
 
goods and intermediate commodities. Thus, the trade deficit is
 
likely to reach approximately $2.5 billion in 1976--almost the same
 
as 1975. Taking into account a significant increase in net services
 
primarily due to Suez Canal receipts and net cash transfers at the 
1975 level) the total current account deficit is estimated at 
$1,210 million. See 1976 balance of payments projection above. 

Thus, it appears that in 1976 Egypt will continue to experience
 
an adverse balance of payments and will continue to require sizeable
 
amounts of concessional financing if current levels of imports and
 
domestic consumption are to continue. The GOE recognizes the necessity
 
for taking steps to bring its foreign payments into better balance
 
and has agreed to cooperate with IBRD in an economic management
 
program which will include the following elements: 

1. Improved coordination of economic decision making and the 
follow-up of the implementation of policy decisions through the setting 
up of a small secretariat, under the Prime Minister, consisting of 
technical experts and representatives of the economic ministries, 
attached to the Supreme Committee for Economic and Political Planning, 
which the Prime Minister chairs. 

2. Better management of external resources and external debt by 
(a) centralization of all information relating to external debt;
 
(b) establishment of a unit to analyze the implications of alternative
 
borrowing policies; (c) tightening up of procedures for preparing the
 
foreign exchange budget; (d) imposing a ceiling on the use of bankers'
 
facilities, and making a serious effort to reduce them below present 
levels by refinancing. 

J. More realistic pricing policies, including: (a) widening of
 
the parallel market to include all imports except basic consumption
 
goods by 1977; (b) a greater use of dual pricing for items of mass
 
consumption and utilities; and (c) greater discrimination in the
 
distribution of subsidies to ensure that the benefits are limited to
 
the poorer sections of the population.
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4. Outlining a clear set of economic priorities by (a) the
 
formulation of an indicative plan frame for 1976-80 within which
 
the Annual Plan for 1976 will be prepared; (b) the submission of
 
quarterly reviews of the behavior of the leading economic and social
 
indicators of the Supreme Committee for Economic and Political
 
Planning; (c) quarterly consultations with Bank economic missions
 
on the progress of the economic management program and developments

in the economy.
 

C. Debt Service
 

Egypt's outstanding debt as of December 31, 1974 was $2,760

million, of which $1,768 million was medium and long-term debt and
 
the remainder ($992 million) was short-term supplier credits and
 
short-term debt due to foreign banks. 
 About 60 percent of the medium
 
and long-term debt and all of the bank and suppliers credits were
 
repayable in convertible currency.
 

E-ypt's repayment burden on medium and long-term debt and on

suppliers and bank credits is estimated at $710 million in 1974 and
 
represents a debt service ratio of 30 percent. 
 In 1975 the debt
 
service ratio is expected to rise to about 33 percent, due largely

to the substantial decline in merchandise exports.
 

In view of Egypt's heavy debt service burden, AID normal conces
sional loan terms are proposed--40 years, including a 10-year grace

period, with an interest rate of two percent (2%) during the grace

period and three percent (3%) thereafter. With these terms,

particularly the 10-year grace period, the repayment prospects for
 
this $100 million loan appear reasonable.
 

IV. Loan Administration
 

A. COE import Procedures
 

The entire Egyptian economy continues to be dominated by the
 
public sector. Economic decisions are centrally directed with approxi
mately 90 percent of all investment in the economy being accounted for
 
by the public sector. Costs and prices are administratively con
trolled, not 
so much towards achieving economic efficiency as toward
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government goals with respect to income distribution and resource
 
mobilization. As a result, many sectors of the economy tend to be
 
insulated from external price changes and the relative scarcities
 

which manifest themselves in these price changes. Within the system 
a frequently revised foreign exchange budget is the major policy
 
instrument for allocating foreign exchange resources both to the
 
public and private sectors.
 

Foreign exchange for recurrent import needs is provided from
 
three main sources: (a) Foreign Exchange Budget (FEB) allocations,
 

(b) a part of the enterprises' retained earnings made available for
 
this purpose, and (c) special allocations through the parallel market.
 
Of these, the FEB allocations are by far the most important source,
 
particularly for the public sector. The p-rallel market has been 
the main sourc,_2 for the private sector. C.)ntrol over the allocation
 
of FEB furds or loan funds rests with the Ministry of Economy and
 
Economic Cooperation.
 

Since eptember 1973, the private sector has been expected to 
obtain its foreign exchange resources from the para1 .lel market, 
particularly for recurring imports. The two primary objectives of 
the parallel market were to (1) increase the flow of free foreign 

currency resources, and (2) make these resources available primarily 
to industry and selected service sectors for increasing production, 
tourism and exports. Under the parallel market mechanism, a premium 
of 50 percent for buying and 55 percent for selling free currency is 
paid over the prevailing official rate of $2.5L for ,E 1. Since the 
establishment of the parallel market, there has been no allocation 
for the private sector in the Government's foreign exchanl,, budget. 

Aside from the occasional purchase of small items, funds L ailable 
through this system ave not generally been used for the import of 

capital equipment1/ 

Public sector applications for imports, including applications
 
from semi-independent organizations and national industrial corporations,
 
are forwarded through the General Authorities for approval by the
 

Ministry of Industry or Agriculture. These General Authorities act
 
as an umbrella for many of thes.2 organizations. Industrial private
 
sector applications are subject to approval by the Industrial Control
 

Board of the Ministry of Industry. Each separate organization receives
 
a direct FEB allocation or loan funds allocation to cover budgeted
 

foreign exchange costs for import of specific items. Each organiza
tion within the authority handles its own procurement, prepares and
 
submits financing requests (FR's), issues tenders, etc.
 

Determination Committees are the key organization units in the
 
current import procedures and are attached to the respective General
 

Authorities. Each etermination Committee is responsible for the
 
import of a,number of commodities. The Committee decides on all
 

1, For detailed discussion of foreign exchange parallel 
market, see IBRD Report "The Egyptian Economy in 1974", 
September 25, 1974. 
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import applications for the commodities under its jurisdiction.
 
A separate ccrmittee also makes recommdations concerning all
 
recurrent imports by the private sector. Each Committee is author
ized to approve import applications within the overall foreign
 
exchange allocations from the lKinistries for various commodities. 
Their approval of an application is treated as final for imports
 
and is equivalent tc the import licenses granted in the past.
 
Frequently, import needs of several enterprises are bulked together
 
to obtain better prices. 

Under the G'overnment's present regulations, all imports, 
private or public sector, are channelled either through one of the 
Governinent-o',ned trading companies or directly to the foreign exporter. 
The imports are ,o'tfected at cometitive terms. AID is using the 
established 0Qi procedures Aihereby the public or private enterprise 
either directly or throujh the trading company, invites bids, 
evaluates them and maizes the final recommendation for contract 
award. Imporzers are LnvitinG bids through the trading companies 
and directly throughl suppliers and thus are able to compare 
competitiveness of price and other factors. 

B. AID Commodity Lmport Procedures 

As in the case of the first two C=?'s (Loan 263-K-026 and Loan 
263-K-027) ,ro c'emonc of commodities and commodity-related services 

li will sourceunder this . be of U.S. ad origin (000). Items 
eligible for finazcing .ill consist of commodities an equipment 
as defined i2 AT2D Comiodity Eligibility List dated January 1, 1972 
(the broad " ist). This list is provided as an attachment 
to -the Comnnod' y rocurement InstrucTion (0PI) which is transmitted 
to the Borrower ,wit}h the first Iff.rlementaticn Letter uinder the Loan. 
AID's standard commoditv financino rrocedures as set forth in 
Regulation "-shall ayly, except in specia! situations, where 
procedures under Handbook 11, 'C,untry C'ontracting", will be 
more appropriate to thi transaction. 

Public secr -rccureeCnt sh ll be eligible for financing only 
if rrocuired zhr.oucJio icmaIIacompetitive bidding procedures in accordance 
with Scton 32. 2._of AID Reg I. The sc-called "Colombia System" 
of small business notification will apply to any private sector 
procurement. 
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Individual transactions financed shall not be under $10,000 in
 
amount, but individual items valued 
 at less than $10,000 may be 
combined and treated as one transaction if they involve procurement
 
from the same supplier. 

The proceeds of this loan are expected to be disbursed within 
an 18 -month period from the time of loan agreement signing. However,
 
because of the possible delays in delivery of manufactured items
 
with long lead times, the terminal date will be set two years from
 
the date of the loan agreement signing. 

C. Utilization of Previous CIP Loans 

Of the two C'11' loans made to Egypt to date (Loans 263-K-026 and 
263-K-027), conditions precedent to disbursement have been satisfied
 
on both loans. As of October 3, 1975. letters of commitment in 
the amount of $44.2 million have been opened under 026 covering such 
commodities as remote sensing equipment, electrical spare parts,
tallow, and a variety of paper and chemical products. In addition,
 
other procurement underway for tinplate, tallow, and trucks and 
trailers is 
expected to fully commit the remaining availabilities
 
under 026 within the next couple of months. Thereafter, the GOE 
will start drawing down under the $70 million loan (Loan 027), which 
is expected to be utilized expeditiously. 

To date, no loan disbursements have occurred; however, disburse
ment progress for a number of items currently on order is expected
 
over the next few months.
 

Progress under the CIP loans has been reasonably good and is
 
further improving as the GOE begins to use AID Reg I procedures and 
familiarizes itself with U.S. supplier specifications and ways of 
doing business in the United States. However, there are still 
some problems with invitations for bid and commodity specifications.
This is largely due to the Egyptiam familiarity with European
specifications for materials which they wish to purchase. Thus,

specifications received usually require modification in order to 
be geared to U.S. standards and supplier capability. AID is now in

the process of modifying a number of European prepared specifications 
to conform with U.S. standards and hopefully this problem will be
 
resolved in the near future. 
The GOE will also have to improve

the IFB substance to remove confusion over such matters as freight 
and how quotations are to be made, i.e., FAS, C&F , FOB, etc. 
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V. Other Considerations
 

A. Impact on U.S. Balance of Payments
 

The long-term impact on U.S. balance of payments will be favorable 
because this loan will be spent on U.S. goods and services. This 

loan will continue to permit U.S. suppliers/exporters to re-establish 
old trade relationships and create new ones for industrial raw mate
rials and materials and commodities essential for increased agricul
tural production, and will continue to enhance the expansion of the 

U.S. export market in Egypt. Furthermore, future follow-up orders 
for machinery and spare parts will result in additional U.S. exports 

on a commercial basis.
 

B. Use of U.S. Government Excess Property 

Because of the nature of the assistance being provided--raw 

materials, machinery and spares to assist the agricultural production, 

it is unlikely the U.S. ,Government excess property would be appropri

ate for this loan. However, given the large amounts of U.S. 
Government excess property available, SER/COM will continue to look 

at possibilities for using such excess property.
 

VI. Recommendations 

It is recommended that you authorize a loan to the GOE of $100 million 

($100,000,000) for financial imports of selected agricultural and 
industrial commodities on the following tejms: 

A. Repayment in United States dollars in no more than forty 

(40) years after the first disbursement, including a grace period of
 

not to exceed ten (10) years.
 

B. Interest in U.S. dollars of two percent (2%) per annum during
 

the grace period and three percent (3%) per annum thereafter. 

C. Procurement with loan funds from the United States.
 

D. Such other terms and conditions as AID may deem advisable.
 



---

--- 

Annex 1. EGYPT: BALANCE OF PAYMENTS PROJECTIONS - 1974-76 
(In millions of U.S. dollars)
 

1. 	EXPORTS 

a. Cotton 

b. Petroleum 


Crude Oil 

Petroleum Products 


c. Others 


2. 	IMPORTS 

a. Primary Commodities 


Wheat (Cereals... 

Other 


b. Fuels 

Crude Oil 

Petroleum Products 

Coal 


c. Intermediate Commodities 

d. Capital Goods 

e. Consumer Goods 


3. 	TRADE BALANCE ( 1 - 2 ) 

4. 	NET SERVICES 

Receipts 

Worker Remittances 

Tourism 

Suez Canal 

Other 


Payments 

Interestetc. 

Other 


5. 	 NET GOODS AND SERVICES ( 3 + 4) 

6. 	UNREQUITED TRANSFERS (ARAB GRANTS) 

7. 	CURRENT ACCOUNT BAIANCE ( 5 + 6 ) 

8. 	 IDENTIFIED M& LT CAPITAL (NET) 
a. Drawings on Signd Agreements 

(as 	of 5/31/75)0/ 
b. Drawings on Suppliers Credit3/ 

c. Repayments of Existing M & LT
 

Debt 

Long-Term Loans 
Suppliers Credits 4 / 
Financing Institutions 


Est. l/
197. ! 


1 674 

At 


104 

(86) 

(18) 

907 


3 207 

A 9730 


758) 


218 

(102) 

(74) 

(42) 


1,215 

489 

416 


-1,533 


169 

71 

(188) 

(414)

( - ) 
(109) 

542 

(156) 

(386) 


-1,364 


1,037 

-327 


-132 

249 

273 


-654 

(- ) 
(-252) 


Prodetions
1975 04 1976 _/ 

1 375 1,950
 
"M 539
 
220 520
 
(80) --
(140) --
770 891
 

3,865 4,045 

(515) --
(215) 	 --
435 --
(290) --
(100) --
(45)
 

1,500 --
700 --
500 --

-2249495
 

120 335
 
94 11185
 
(220) (250)
 
(470) (500)
 
(125) (300)
 
(125) (135)
 
820 850
 
(230) (200)
 
(590) (650)
 

-2,370 -2 160
 

950 950 

-1420 210 

1,700 500 

1,745Y-/ 550 
500 500
 

-545 550
 
(-22) 
(-305) --
(-17) --
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Est. Projections 
1974 1975 1976
 

9. 	 BALANCE ON CURRENT AND
 
IDENTIFIED M & LT CAPITAL -459 
 280 -610 

10. OTHER NON-MONETARY CAPITAL -48 --- --

11. OVERALL BALANCE -507 28o -60 

i/ Agency for Arab and International Economic Cooperation (Govt. of Egypt)
and 	IBRD estimates.
 

2/ Includes $1.2 billion in cash loans from Saudi Arabia, Kuwait and Qatar.

3/ Central Bank of Egypt estimates.
 
I/ As reported by Agency for Arab and International Economi c Cooperation.
51/AID projection based on data obtained from IBRD and IMF. 

/;
 



Annex 2
 

Being distributed under separate cover.
 



Annex 3. CHECKLIST OF STATUTORY CRITERIA
 

The 	following abbreviations are used:
 

FAA 	- Foreign Assistance Act of 1961, as amended. 

FAA, 1973 - Foreign Assistaice Act of 1973.
 

App. - Foreign Assistance and Related Programs Appropriation Act, 1974.
 

MMA - Merchant Marine Act of 1936, as amended.
 

BASIC AUTHORITY
 

1. 	 FAA § 103; § 104; § 105;
 
106; § 107. Is loan beinq made
 

a. 
for agriculture, rural develop- Inapplicable.
 
ment or nutrition;
 

.b. for population planning or health; Inapplicable.
 

c. 	for education, public administration, Inppplicable.
 
or human resources development;
 

d. 	to solve economic and social develop- Inapplicable.
 
ment problems in fields such as trans
portation, power, industry, urban
 
development, and export development;
 

e. 	in support of the general economy of the Inapplicable.
 
recipient country or for development pro
grams conducted by private or inter
national organizations.
 

COUNTRY PERFORIANCE
 

Progress Towards Country Goals
 
2. rAA% O (b) ()j, (7) & (8); § 208 

A. 	Describe extent to which country is:
 

(1) Making appropriate efforts to Inapplicable.
 



increase food production and
 
improve means for food storage
 
and distribution.
 

(2) Creating a favorable climate Inapplicable.
 
for foreign and domestic private
 
enterprise and investment.
 

(3) Increasing the public's role in Inapplicable.
 
the developmental process.
 



___ 

(4) 	(a) Allocating available 

budgetary resources to
 
devel opment. 

(b) Diverting such resources
 
for unnecessary military expen
diture (See also Item No. 20)

and intervention inaffairs of
 
other free and independent
 
nations.) (See also Item No.
 
11)
 

(5) Making economic, social, and 

political reforms such as tax col
lection improvements and changes in
 

L... ---- . ..... . 1. .. . 

making progress toward respect for
 
the rule of law, freedom of express
ion and of the press, and recogniz
ing the importance of individual
 
freedom, initiative, and private

entterprise.
 

(6) Willing to contribute funds 

to the project of program.
 

Inapplicable.
 

Inapplicable.
 

Inapplicable.
 



(7) Otherwise responding to the 

vitil economic, political, and
 
social concerns of its people, and
 
demonstrating a clear determination
 
to take effective self-help measures.
 

B. Are above factors taken into account 

in the furnishing of the subject
 
assistance?
 

Treatment of U.S. Citizens and firms.
 

3. 	 FAA § 620(c). If assistance is to a 

government, is the government liable 

as debtor or unconditional guarentor 

on any debt to a U.S. citizen for 

goods or services furnished or ordered 

where (a)asuch citizen has exhausted 

available legal remedies and (b)debt 

is not denied or contested by such 

government? 


4. 	 FAA § 620(e) (1). if assistance is to 

, .,.. . -; ,,, .;. .,,-

ment agencies or subdivisions) taken 

any action which has the effect or 

nationalizing, expropriating, or other-

.wise seizing ownership or control of 

property of U.S. citizens or entities 

benefically owned by them without
 
taking steps to discharge its
 
obligations toward such citizens or
 
entities?
 

5. 	 FAA § 620(ol; Fisherman's Protective 

Act § 5. If country has seized, or 

imposed any penalty or sanction against, 

any U.S. fishing vessel on account of its
 
fishing activities in international
 
waters,
 

a. has any deduction required by Fisher-
men's Protective Act been made? 

b. has complete,deial of assistance 

been considered by A.I.D. Administrator?
 

Inapplicable.
 

Inapplicable.
 

None 	of the known claims of any
 
U.S. citizen asserted against the
 
GOE meets the criteria of this
 
section. Inany event, Egypt
 
has agreed to participate in a
 
Joint Commission to consider debts
 
of Egypt to U.S. citizens and will
 
seek to negotiate settlement of
 
such debts.
 

The Secretary of State has
 
determined that Egypt's agree
ment to establish a Joint Commission
 
to discuss compensation of American
 
nationals constitutes taking
 
appropriate steps for the purpose
 
of this section.
 

No instance of any such seizure
 
or imposition of such penalty or
 
sanction is now known.
 

Not Applicable.
 

Not Applicable.
 



Relations with U.S. Government and Other Nations,
 

6. 	 FAA § 620(a). Does recipient country fur-

nish assistance to Cuba or fail 
to take 

appropriate steps to prevent ships or air
craft under its flag from carrying cargoes
 
to or from Cuba.,
 

7. 	 FAA § 620(b). If assistance is to 

a government, has the Secretary of 

State determined that it is not 

controlled by the international 

Communist movement?
 

8. 	 FAA § 620(d). If assistance is for 

any productive enterprise which will 

compete in the United States with
 
United States enterprise, is there
 
an agreement by the recipient country
 
to prevent export to the United States
 
of more than 201% of the enterprise's
 
annual production during the life
 
of the loan?
 

9. 	 FAA § 620(f). Is recipient country 

a Communist country?
 

10. 	 FAA § 620(i). Is recipient country 

in any way involved in (a) subversion 

of, or military aggression against, 

the United States or any country
 
receiving U.S. assistance, or (b)
 
the planning of such subversion or
 
aggression?
 

11. 	 FAA _ 620(j). Has the country permitted, 

or failed to 
take adequate measures to 
prevent, the damage or destruction, 
by mob action, of U.S. property? 

12. 	 FAA § 620(1). If the country has failed 

to institute the investment guaranty 

program for the specific risks of
 
expropriation, in convertibility or
 
confiscation, has 
the the A.I.D. admini-


No instance of any such present
 
Lourse of conduct is known.
 

The Secretary of State has
 
determined that Egypt is not
 
controlled by the internatinal
 
communist movement.
 

The assistance is not for any
 
such productive enterprise.
 

No.
 

The President has not determined
 
that the recipient country is
 
involved in such conduct.
 

The President, in accordance
 
with the requirement of section
 
620(j) has considered terminating
 
assistance to Egypt and has
 
determined that no sufficient
 
reason exists not to furnish the
 
assistance.
 

stration within the past year considered denying Egypt has reactiviated its

assistance to such government for this reason? 
 Investment Guaranty Agreement
 

with the U.S.
 



13. 	 FAA § 620(n). Does recipient country 

furnish goods to North Viet-Nam or 

permit hips or aircraft under its
 
flag to carry cargoes to or from
 
North Viet-Nlam? 

14. 	 FAA § 620(q). Is the government of 

the recipient country in default on 

interest or principal of any A.I.D.
 
loan to the country?
 

15. 	 FAA § 620(t). Has the country 
severed diplomatic relations with 
the United Stateos If so, have they 
been 	 resumed a,-d have new bilateral 
assistance agreements been negotiated 
and entered into since such resumption?
 

16. 	 FAA § 620(u). W,,hat is the payment 
Status OT F- country's U.N. obli-
gations? If the country is in 
arrears, were such arrearages taken
 
into 	accnunt bv hp A.1fl Admi ni stra tor 

Operational Year Budget? 

17. 	 FAA § 481. Has the government of 
recipient country failed to take 
adequate steps to prevent narcotic 
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 country, or trans
ported through such country, from being 
sold illegally within the jurisdiction 
of such country to U.S. Government 
personnel or their depencents, or from 
entering the U.S. unlawfully? 

18. 	 FAA § 659. If (a) military base is 
locateTn recipient country, and was 
constructed or is being maintained or 
operated with funds furnished by U.S., 
and (b) U.S. personnel carry out
 
military operations from such base, 
has the President deLermi ned that the 
government of recipient country has
 
authorized regular access to U.S. 
correspondents to such base? 

The recipient country is not known to
 
be engaged in such a course of conduct.
 

Egypt is not in default on interest or
 
principal of any A.I.D. loan.
 

Egypt severed diplomatic relations wit
 
the U.S. in 1967. Diplomatic relation!
 
have now been resumed. New bilateral
 
assistance agreements have been entere( 
into since such resumption. 

Egypt has paid all of its outstanding
 
U.N. 	obligations.
 

No.
 

There is no military base in Egypt
 
within the definition of this section.
 

V
 



Military Expenditures 

19. 	 FAA 620(s). What percentage of 

country budget is for military
expenditures? Howmuch of foreign
exchange resources spent on military 
equipment? Flow much spent for the 
purchase of sophisticated weapons
systems? (Consideration of these 

points is to be coordinated with 

the Bureau for Program and Policy 

Coordination, Regional Coordinators 

and Military Assistance Staff (PPC/RC).)
 

CONDITIONS OF THE LOAN 

General Soundness
 

20. 	 FAA 201(d). Information and con-

clusion on reasonableness and legality
 
(under laws of country and the United
 
States) of lendiig and relending terms
 
of the loan.
 

21. 	 FAA 201(b)(2); § 201(e). Information 

and conclusion on activity's economic
 
and technical soundness. if loan is not
 
made pursuant to a multilateral plan,
 
and the amount of the loan exceeds 
$100,000, has country submitted to 
A.I.D. an application for such funds
 
together with assurances to indicate
 

The President has taken into account
 
each of the listed considerations as
 
to current military expenditures by

the GOE and has determined that these
 
do not inhibit economic aid to Egypt

but rather that the projected program

contributes to the underlying intent of
 
the FAA which seeks to reduce arms
 
costs and to stimulate economic
 
development.
 

Inapplicable.
 

Inapplicable.
 

that funds will be used in an economically

and technically sound manner?
 



22. 	 FAA § 201(b)(2). Information and 

conclujsion on capacity of the country 
to repay the loan, including 
reasonableness of repayment prospects.
 

23. 	 FAA § 201(b)(1). Information and 

conclusion on availability of financing

from other free-world sources, including

private sources within the United States.
 

246 	 FAA § 611(a)(L1). Prior to signing of 

loan will there be (a)engineering, 

financial, and other plans necessary 

to carry out the assistance and
 
(b)a reasonably firm estimate of the 
cost to the United States of the
 
assistance?
 

25. 	 FAA § 611(a)(2). If further legislative

action is required within recipient 
country, what is basis for reasonable 
expectation that such action will be 
completed in time to permit orderly
accomplishment of the purpose of the/loan 

, ,. I I ,u l S or :AWiil I 
Assistance, and all 
U.S. assistance to 
project now exceeds $! million, has 
Mission Director certified the country's
capability effectively to maintain and 
utilize the project? 

Loan's Relationship to Achievement of
 
Country and Regional Goals
 

27. 	 FAA § 2Q7-l,.511 Extent to which 
assistance reflects appropriate emphasis 
on: (a)encouraging development of
 
democratic, economic, political and
 
social institutions; (b) self-help in
 

Inapplicable.
 

Inapplicable.
 

The necessary plans and cost estimates
 
are completed and included within the
 
loan paper.
 

No further legislative action is 
required to implement the program other 
than confirmation action pertaining to 
the signed loan agreement.
 

Not Applicable.
 

Not Applicable.
 

meeting the country's food needs; (c) improving

availability of trained manpower in the 
country; (d) programs designed to meet
 
the country's health needs; (e) other 
important areas of economic, political,

and social development, including in
dustry; free labor unions, cooperatives,

and Voluntary Agencies; transportation

and communication; planning and public
administration; urban development, and
 
modernization of existing laws; 
or
 
(f) integrating women into the recipient
 
country's national economy. 
 1 



28. 	 FAA § 209. Is project susceptible of Not Applicable. 
execution as part of regional project?
 
If so, why is project not so executed?
 

29. 	 FAA § 201(b)(4). Information and con- Not Applicable.
 
clusion on activity's relationship to,
 
and consistency with, other development
 
activities, and its contribution to
 
reliable long-range objectives.
 

30. 	 FAA § 201(b)(9). Information and con- Not Applicable.
clusion onl whether or not the activity 
to be financed will contribute to the 
achievement of self-.*ustainipg growth. 

31. 	 FAA § 209. Information and conclusion Not Applicable.
 
whether assistance will encourage
 
regional development programs.
 

32. 	 FAA § Section 111. Discuss the extent Not Applicable.
 
to which the loan will strengthen the
 
participation of the urban and rural 
poor 	in their country's development,
 
and will assist in the development of
 
cooperatives which will enable and
 
encourage greater numbers of poor
 
people to help themselves toward a
 
better life.
 

33. 	 FAA § 201(f). If this is a project Not Applicabi..

loan, describe how such project will
 
promote the country's economic deve
opment taking into account the coun
try's human and material resource
 
requirements and the relationship
 
between ultimate objectives of the 
project and overall economic
 
development
 



34. 	 FAA § 281(a). Describe extent to Not Applicable.
 
which the l6an will contribute to
 
the objective of assuring maximum
 
participation in the task of economic
 
development on the part of the people
 
of the country, through the encourage
ment of democratic, private, and local
 
governmental institutions.
 

35. 	 FAA § 281(b). Derzribe extent to which Not Applicable.. 
program recognizes the particular needs,
 
desires, and capacities of the people of
 
the 	country; utilizes the country's in
tellectual resources to encourage insti
tutional development; and supports civic
 
education and training in skills required
 
for 	effective participation in govern
mental and political processes essential
 
to self-government.
 

A. 	 -iIA 0 'I h*iin' in what wavs does te Not Applicable. 
activity give reasonable promise of con
tributing to the development of economic
 
resources, or to the increase of produc
tive capacities?
 

37. 	 FAA § 601(a). Information and conclu- a) The program loan will be used to 
sions whether loan will encourage ef- finance the import of commodities with 
forts of the country to: (a) increase the long-term objective of increasing 
the flow of international trade; (b) Egypt's ability to engage in inter
foster private initiative and competi- national trade, b) Under A.I.D. Reg. I 
tion (c)encourage development and use procedures, private initiative and 
of cooperatives, credit unions, and competition will be fostered. c) No 
savings and loan associations; (d) direct impact. d) No direct impact.
 
discourage monopolistic practices; e) The purpose of the loan is to
 
(e) improve technical efficiency of encourage industrial and agritultural
 
industry, agriculture, and commerce; production which involves improvement of
 
and (f)strengthen free labor unions. techinical efficiency of industry,
 

agriculture and commerce. f) No direct
 
impact.
 



38. 	 FAA § 69. If assistance is for newly 
independent country; is it furnished 

through multilateral organizations or
 
plans to the maximum extent appropriate?
 

Loan's Effect on U.S. and A.I.D. Program
 

39. 	 FAA § 201(b)(6). Information and con-

clusion on possible effects of loan on
 
U.S. economy, with special reference to
 
areas of substantial labor surplus, and
 
extent to which U.S. commodities and
 
assistance are furnished in 
a manner
 
consistent with improving the U.S. ba
lance of payments position.
 

40. 	 FAA §202(a). Total amount of money 

under loan which is going directly to
 
private enterprise, is going to in
tuei if,- foi uy pi vaOrrirs use w 

enterprise, is being used to finance
 
imports from private sources, or is
 
otherwise being used to finance pro
curements from private sources.
 

41. 	 FAA § 601(b). Information and 

conclusion on how the loan will 

encourage U.S. private trade and 

investment abroad and how tt will
 
encourage private U.S. participation
 

use of private traJe channels and the
 
services of U.S. private enterprise).
 

42. 	FAA § 601(d). If a capital 

project, are engineering and pro-

fessional services of U.S. firms
and their affiliates used to the 
maximum extent consistent with
 
the national interest?
 

Egypt is not a newly independent
 
country.
 

Inapplicable.
 

Inapplicable,
 

Regulation 1 ensures that there will
 
be maximum private participation in
 
transactions financed under the loan.
 

in foreign assistance programs (including
 

This assistance is not a capital
 
project activity.
 



43. 	 FAA § 602. Information and con-
clusion whether U.S. small business 

will participate equitably in the 

furnishing of goods and services 

financed Ly the loan.
 

44. 	 FAA 620(h). Will the loan promote 
or assist the foreign aid projects 
or activities of the Communist-Bloc 
countries? 

45. 	 FAA § 621. If Technical Assistance 
is financed by the loan, informa-
tion and conclusion whether such 
assistance will be furnished to 
the fullest extent practicable as
 
goods and professional and other
 
services from private enterprise
 
on a contract basis. If the
 
facilities of other Federal agencies
 
will be utilized, information and
 
conclusion on whether they are
 
u-ui d r V U1LC1U1. aIIE..UOL 
competitive with private enter
prise, and can bc. made available 
without undue interference with 
domestic programs.
 

Loan's Comp'liance with Specific Requirements 

46. 	 FAA § 110(a) ; § 208(e). In what 
manner has or will the recipient 
country provide assurances that it 
will provide at least 25% of the costs 
of the program, project, or activity 
with respect to which the loan is to 
be made? 

Procurement of commodities and
 
services under the loan will be
 
according to established A.I.D. Reg. 1
 
procedures.
 

No.
 

Technical assistance is not financed
 
by the loan.
 

Not Applicable. 



47. 	 FAA §660. Will loan be used to 

finance police training or related
 
program in recipient country?
 

48. 	 FAA § 114. Will lean be used to pay

for performance of abortions or to
 
motivate or coerce persons 
to
 
practice abortions?
 

49. 	 FAA § 201(b). Is the country among 

the 20 countries in which develop-

ment loan funds may be used to make
 
loans in this fiscal year? 

50. 	 FAA § 201(d). Is interest rate of loan 

at least 2% per annum during grace
 
period and at least 3% per 
annum
 
thereafter?
 

51. 	 FAA § 201(f). If this is a project 
loan, what provisions have been made 
for appropriate participation by the
 
recipient country's private
 
enterprise?
 

52. 	 FAA § 604(a). Will all commodity 

procurement financed under the loan 

be from the Untied States except as
 
otherwise determined by thb President?
 

53. 	 FAA § 604(b). What privision is made 

to prevent financing commodity pro 

curement in bulk at prices higher 
rhan adjusted U.S. market price? 

No.
 

No.
 

The funding source is Supporting
 
Assistance.
 

Not Applicable.
 

Not Applicable. 

The loan authorizes procurement from
 
the U.S.
 

A.I.D. will be incorporated in the
 
Loan Agreement to enforce statutory
 
pricing restrictions.
 



54. 	 FAA E 604(d). If the cooperating 

country discriminates against U.S. 
marine insurance companies, will-the 
loan agreement require that marine 
insurahnce be placed in the United 
States on commodities financed by 
the loan?
 

55. 	 FAA § 604(e). If offshore procure-

ment of agricultural commodity or
 
product is to be financed, is there
 
provision against such procurement
 
when the domestic price of such
 
commodity is less than parity?
 

56. 	 FAA § 604(f). If loan finances a 

commnodity import program, will 
arrangements be made for supplier 
certification to A.I.D. and A.I.D. 
approval of commodity as eligible 
and suitable? 

57. 	 FAA § 603(a). Information on 

measures to be taken to utilize 

U.S. 	GovurnmerLL excess personal 

... 4. #, , .the 
ment 	 of new items. 

58. 	 FAA 611(b), App. P 101. If loan 
finances water or water-related 
land 	resource construction project
 
or program, is there a benefit-cost
 
computation made, insofar as
 
practicable, in accordance with
 
the procedures set forth in the
 
Memorandum of the President dated
 
May 15, 1962?
 

59. 	 FAA § 611(c). If contracts for con-
struction are to be financed, what 
provision will be made that they be 
let on a competitive basis to 
maximum extent practicable? 

60. 	 FAA R 612(b); 9 636(h). Describe 
steps taken to assure that, to the 
maximum extent possible, the country 
is contributing local currencies to 
meet the cost of contractual and
 
other services, and foreign currencies
 

Egypt does not discriminate against
 
U.S. 	marine insurance companies.
 

See Question 53.
 

Yes, 	A.I.D. Reg. 1 will be applied.
 

A.I.D. Reg. 1 applies except to public
 
sector procurement, wherein efforts wil
 
be made to utilize excess property to
 

maximum extent possible.
 

Not Applicable. 

No such contracts are to be financed
 
by the loan.
 

No contractual or other services are
 
being financed under the loan.
 



owned by the United States are uti
lized to meet the cost of contractual
 
and other services.
 

61. 	 Sectibn 30 and 31 of PL 93-189
 
(FAA of 1973). Will any part of No.
 
the loan be used to finance
 
directly or indirectly military
 
or paramilitary operations by the
 
U.S. 	or by foreign forces in or over
 
Laos, Cambodia, North Vietnam, South
 
Vietnam, or Thailand?
 

62. 	 Section 37 of PL 93-189 (FAA of 1973);
 
App. 9 111. Will any part of this loan No.
 
be used to aid or assist generally or
 
in the reconstruction of North Vietnam?
 

63. 	 FAA § 612(d). Does the United States Endeavor is being made for negotiation 
own excess foreign currency and, if of an agreement for the release of U.S 
so, what arrangements have been made owned non-P.L. 480 pounds. 
for its release?
 

64. 	FAA P 620(g). What provision is there The l1oan will not permit such use.
 
against use of subiect assistance to
 

nationalized property?
 

65. 	 FAA § 620(k). If construction of pro- Not Applicable. 
ductive enterprise, will aggregate 
value of assistance to be furnished by 
the United States exceed $100 million? 

66. 	 FAA § 636(i). Will any loan funds be No.
 
used to finance purchase, long-term
 
lease, or exchange of motor vehicle
 
manufactured outside the United States,
 
or any guaranty of such a transaction?
 

67. 	 App. 9 103. Will any loan funds be No.
 
used to pay pensions, etc., for
 
military personnel?
 

68. 	App. § 105. If loan is for capital The Loan is not for a capital project.
 
project, is there provision for
 
A.I.D. approval of all contractors
 
and contract terms?
 

1)
 



69. 	 ME.M(J7.any loan funds be No.Wi 

li(ed 	 Lo pay UN acessrenLU? 

70. 	 App. R 108. Compliance with regu-
lations on employment of U.S. and 
local personnel. (A.I.D. 
Regulation 7). 

71. 	 App. § 110. Will any of loan funds 

be used to carry out provisions of
 
FAA E 209(d)?
 

72. 	 App. § 112. Will any of the funds 

appropriated or local currencies
 
generated as a result of AID assist
ance be used for support of police
 
or prison construction and adminis
tration in South Vietnam or for
 
support of police training of South
 
Vietnamese?
 

73. 	 App. § 113. Describe how the 
Cot.mrittee on Appropriations of the 
Senqre ao huuse iave Duen ur wiLL ue 
notified concerning the activity,
 
program, project, country, or other
 
operation to be financed by the Loan.
 

74. 	App. 9 50]. Will any loan funds be 

used for publicity or propaganda
 
purposes within the United States
 
not authorized by Congress?
 

75. 	 App. 9 504, Will any of the funds 

appropriated for this project be
 
used to furnish petroleum fuels pro
duced in the continental United
 
States to Southeast Asia for use by
 
non-U.S. nationals?
 

76. 	 MMA 9 901.b; FAA § 640C.
 
(a) Compliance with requirement 

that at least 50 per centum of the 

gross tonnage of commodities (com-

puted separately for dry bulk
 

Not Applicable.
 

No.
 

No.
 

The Commitftees have been notified
 
t least fifteen days in advance of
 

obligation.
 

No.
 

No.
 

A.I.D. Reg. 1 which is incorporated
 
into this loan, will cover this
 
requirement,
 

i /
 



carri(!r,;, dry car ,o lirlern, and 
tankr.-r;) firiannced wi t} fundr; rwade 
ijval];ju]'. iji dlr ift Ioan , Ial1. be 
t.rari pur .-' on pri,.,at:.-ly owned U.S.
flag cor:c ercial V:Cl:; to tile 
extent that such vessels are 
available at fai"r and reasonable 
rates.
 


