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An Economic Valuation of Public Sector Seed Production:
Privatization, Legal Strategies, and Policy Issues

Executive Summary

Objectives

In July 2000 the Chairman of the Principal Bank for Development and
Agricultural Credit (PBDAC) requested assistance from RDI/APRP to camry
out a commercial or “economic” valuation of three public sector seed
production organizations to prepare them for privatization. These are the
Central Administration for Seed Production (CASP), the Egyptian Agricuitural
Organization (EAQ), and the Horticultural Services Unit (HSU). The plan, as
presented by the Chairman, is to combine these three entities into one larger
entity for transformation into a large private seed company. The proposed
ownership structure is 24% for the Government, 40% for the workers, and
36% for private investors.

A separate government committee was tasked with assessing the *book
value” of the assets of these three entities. RDIYVAPRP was to assess their
economic value using two methods: (1) replacement value of all assets, and
(2) net present vaiue of discounted cash flow generated from operating these
businesses under different scenarios. RDI/APRP was also asked to address
legal and policy issues.

Replacement Value of Assets

The study team visited almost all of the assets of the three entities, including
CASP and EAO seed processing centers and HSU farms. At each site, the
team reviewed the official catalogue of assets listed by the “book value®
committee and made adjustments to convert these into replacement values.
This involved factoring in depreciation and current market valuations of
equipment in similar states of usage. Land was valued conservatively, based
on current market values of land in neighboring areas, similarly zoned, and
adjusted downward to account for the need to discount land sold in large lots.
Based on the above, the replacement value is estimated at |LE 139 million for
CASP, LE 70 million for EAQ, and LE 1,200 million for HSU (land only). The
combined total is LE 1,409 million of which 94% is in land. It is important to
stress that these assets only approach this value if their use is unrestricted,
post privatization, i.e. they can be sold off and used for differing purposes. |f,
post privatization, these assets are restricted to seed production, their value
will be much less and better estimated using a discounted cash flow
approach,

Net Present Value of Discounted Cash Flow

To use this valuation method the team had to work with the concermned entities
to create modified income statements that could be used to calculate the
profitability of current operations. These statements revealed that CASP,
EAQ, and HSU farms lose money on average after factoring in depreciation
and factoring out government subsidies. Under scenarios that maintain
operations as they are and even scenarios that involve expanded sales,
CASP and EAOQ continue to lose money, resulting in negative net present



valuations (NPV). Only by significantly slashing costs while maintaining sales
volume can CASP and EAQ be converted into profitable entities. Under one
such optimistic scenario (#4), the NPV of CASP and EAO combined is LE 37
million (at a15% discount rate). As currently operated, the HSU farms have a
negative net present value. [f, alternatively, this farmland were rented out at
LE 1,000 per feddan/year, the resulting cash flow would be worth LE 188
million (at a 15% discount rate over 20 years) — an estimate of the value of the
usufruct right of this land for such a period. Under this combination of
scenarios, CASP, EAO, and HSU have a combined NPV of LE 225 million.
The huge gap between this figure and a combined replacement vaiue of 1,409
million poses a chalienge to the privatization process. The gap suggests that
that seed production may not be the most economic use of ail of these assets.

Legal Issues

There are alternative legal strategies to consolidate the activities of CASP,
EAQ, and HSU into one entity and then effect its conversion into a private
seed company. The firstis to create a Law 203 public sector company and
then convert it into a private joint stock company under Law 159. This is
straightforward, however, may entail transferring control of the privatization
process from the Ministry of Agricuiture to the Ministry of Public Enterprises.
A second approach is to establish a new private joint stock company with
three founding parties: the Government of Egypt (represented by the
Agricultural Research Center), the workers (represented by an employee
association), and outside private investors. The assets of CASP, EAQ, and
HSU would be divided between the ARC and the workers, then both parties
would contribute them, in-kind, to the founding of the new company. The
private investors would complete the company’s capital with a cash
contribution, entitling them to ownership of a corresponding percentage of
shares. This second approach is complicated; it is presented in more detail in
Annexes 5-8.

Policy Issues and Concerns
Three major sets of policy issues are raised by the proposed strategy of
transforming CASP, EAQ, and HSU farms into “one big private company.”

First, given the size and complexity of these three entities and the finding that
they lose money on their operations (once subsidies are factored out), it may
be preferable to break them up for privatization purposes. This would
allow investors to purchase and focus on those processing centers and farms
that are most economically viable and amenable to management
restructuring. This is likely to maximize sales revenues for the government
and put these assets to their most efficient economic use.

Second, the “one big company” strategy raises concemns about establishing
monopoly power in the seed market. CASP currently controis 100% of the
market for cottonseed and 65% of the market for wheat and rice seed. CASP
aiso has a legal monopoly on production of registered seed. if a private
company inherits such a position, competition and the ability of other
companies to remain viable may be threatened. For this reason, a report by
RDVAPRP (#101/2000) recommended that: “the agency be sold as a number

il



of separate components rather than as a single entity. This would prevent the
creation of a company so large that it would have the power to monopolize the
market.” This recommendation was reiterated by the Egyptian Seed
Association in a letter to the Minister of Agriculture. The German cooperation
agency working in seed {GTZ) has made similar recommendations.

If one large company does emerge from this process, it will be important for
the GOE to ensure that competition between the new company and other
private companies is fair and that no “barriers to entry” are erected
administratively to protect the new entity from healthy competition. Such
competition, whether from local or international seed companies, benefits
farmers. Therefore the GOE will need to ensure that the new company is not
given subsidies or requlatory advantages not also open to all companies. For
example, the new company should not inherit CASP’s current legal monopoly
on the production of “registered” seeds — such production must be open to all
qualified companies. Similarly, the new company should not have privileged
access to new varieties of crops developed by the Government’s Agricultural
Research Center.

A third area of concern is the potential for conflict of interest during
distribution of new varieties. The introduction of new, improved varieties is
one of the best ways a seed company can expand its sales and market share.
In Egypt, over 90% of all new varieties of field crops are developed by the
Agricultural Research Center, which then licenses them to seed production
companies (either private or CASP) in exchange for royalty payments. The
ARC’s research and development efforts are considered public services.

Private seed companies are concemed that if the ARC becomes an owner of
one seed company, it will tend to license its best new varieties to that
particular company, rather than making them available to all companies. The
ARC will have a “conflict of interest” that may inhibit it from dealing evenly with
all companies. Private companies denied access to the latest ARC varieties
would be unable to compete with any company given privileged access.

In 1999, the ARC developed “variety release guidelines” which outlined
procedures to be followed by the ARC when offering its new varieties to seed
production companies. These guidelines require neutral review of
applications for licenses, based on the experience and technical abilities of
the applicants, with safeguards to assure that a number of different
companies are eventually selected for licenses.

The GOE will need to ensure that these guidelines are implemented strictly to
promote competition among a number of seed companies. Neutral
implementation, however, may be undermined by ARC ownership of one of
the competing companies — namely the newly privatized entity. It may be
preferable, therefore, for ARC to avaid taking a direct ownership position in
any one company. If the GOE wishes to hold 24% of the shares of the new
company, those shares might be held directly by the Ministry of Agriculture
rather than by the ARC.

ii
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Background

The seed industry in Egypt is a mixture of public and private sector activities. There are three
key public sector organizations. The Agricultural Research Center (ARC) is the main source
of new seed varieties in Egypt and is responsible for producing breeder and foundation
seeds for all of the varieties it develops. It grows breeder and foundation seeds on its own
farms and processes those seeds in its own seed processing stations. The Central
Administration for Seed Certification (CASC) is responsible for the certification of all seeds
used in Egypt and the licensing of seed production companies and seed traders. The Central
Administration for Seed Production (CASP) processes all of the certified cotton seeds, all of
the registered seeds of varieties developed by ARC, and a large percentage of certified
seeds of open pollinated varieties of major field crops, notably wheat and rice. The private
sector is dominant in the development and production of hybrid maize and vegetable seeds,
and is gradually increasing its production of open pollinated varieties of field crops, although
CASP has recently significantly increased its processing and sales of hybrid maize seed.

Although seed breeding and certification will remain in the public sector for the foreseeable
future, efforts have been underway for some time to privatize seed production. Until recently,
the effort has focused on privatizing the CASP seed processing stations. CASP operates 14
stations, including a cotton acid delinting plant in Sakha. The privatization effort has now
been expanded to include two other organizations: the Egyptian Agricultural Organization
(EAQO) which owns nine seed processing stations, although only three are fully operational at
this time, and the Horticultural Services Unit (HSU), which is affiliated to the ARC and
manages a number of state farms. Rather than privatize these activities piecemeal, the
Ministry of Agriculture and Land Reclamation (MALR) has decided to privatize the entire
government seed production sector as one entity.

The Government Seed Production Sector

The Organizational Structure

The organizational structure of the three organizations to be privatized can be summarized
as follows:

- The Horticultural Services Unit (HSU) was formed in 1892 under Ministerial Decree
1030/92 as a "unit of special nature” affiliated to the Agricultural Research Center (ARC)
to provide services, consultation and research for MALR. HSU is govemed by a Board
of Directors appointed by the Minister of Agriculture. The Chairman of the Board is aiso
the CEQ. The Board of Directors approves the annual budget and determines how any
profits are to be allocated. Ministerial Decree 309/93 placed all ARC production farms
under the technical, financial and administrative supervision of HSU, and Ministerial
Decree 861/93 transferred the Sakha, El Qosia and Beshel farms to HSU. Presidential
Decree 19/1994 transferred the activities of mechanical agriculture and agricuitural
production of the Public Company for Agricultural Production and Services to ARC.
These activities were later transferred to HSU. At the present time, HSU's main
economic activity is the operation of about 40 state farms.

- The Central Administration for Seed Production (CASP)} was formed in 1995 under
Ministerial Decree 926/95 which divided the Central Administration for Seeds (CAS) into
two organizations, one for seed production (CASP) and one for seed certification




(CASC). CASP is a central administration of MALR subject to all governmental rules
and regulations. The head of CASP is a civil servant appointed by the Minister. CASP's
budget is approved by the Ministry of Finance and its revenues must be deposited in
government accounts with any excess funds returmned to the Ministry of Finance at the
end of the fiscal year. CASP's main economic activity is the processing of seeds at its
14 seed processing stations.

- The Egyptian Agricultural Organization (EAO) was organized as a General Authority
established by Presidential Decree 1925/1967. As a General Authority, EAO is an
autonomous economic organization govemed by Law 61/1963. The Board of Directors
is appointed by the Minister of MALR. EAQO has its own salary structure, its budget is
approved by the Board of Directors, and its financial system follows the same "unified
accounting standards" used by private sector corporations. Profits are returmed to
government and losses are carried over until the next year. EAO's main economic
activities at this time are the operation of an Arabian horse farm and trading in
agricuitural commodities fo meet government needs. It's nine seed processing stations
are now under CASP management.

in late 1986 and early 1997, all government seed processing activities were placed under
the technical, financial and administrative supervision of the HSU. First, Ministerial Decree
1541/96 assigned the supervision of all EAO seed production to HSU. Then, Ministerial
Decree 1542/96, assigned the supervision of all EAQ seed production, except for the Tanta
and Bahteem seed processing stations, to CASP. Finally, Ministerial Decree 47/97, dated
1/18/97, assigned the supervision of all CASP seed processing activities, including the
recently transferred EAQ stations, to HSU. In addition, the HSU farms produce registered
and certified seeds that are processed by CASP, as well as foundation seeds processed by
the ARC in its own processing stations. The final result is a horizontally and vertically
integrated government seed production sector under the overall supervision of the HSU.

Description of the Three Organizations to be Privatized

CASP

CASP is the centerpiece of the seed production sector that is being privatized. its 14 seed
processing stations are listed in Table 1. These stations have a total processing capacity of
86 tons per hour, or.a potential of 275,000 tons a year if they were to operate two 8-hour
shifts, 200 days g year (100 days each for the summer and winter growing seasons}). As can
be seen from Table 2, CASP processes mainly cotton, wheat and rice seeds, and lesser
quantities of faba bean, barley, lentil and soybean seeds. CASP has a monopoly in two seed
products at this time: registered seeds of varieties released by ARC and certified cotton
seed. In addition, although the processing of all certified seeds except cotton has been open
to the private sector since 1994, CASP has the dominant market position for virtually all
open pollinated varieties of major field crops.

Although officially a part of the MALR, CASP operates as a national public sector seed
production company. lts headquarters in Cairo has six departments with a staff of about 200:

- Production: responsible for assuring the supply of raw seeds for the processing plants.

- Ginning and milling: responsible for assuring the ginning and milling of cotton seed to be
processed.

- Processing: oversees the operation of the seed processing stations.

- Commercial: tracks sales and costs, sets sale prices, and prepares crop final
statements.

-  Finance sets annual budgets and maintains financial records.

- Marketing: conducts market research and prepares marketing plans.



Table 1 - CASP.Seed Processing Stations
Location Govemorate Capacity
(T/hn)!
Sakha, cotton delinting Kafr El Sheik 7
Sakha Kafr El Sheik 13
El Gemaiza El Gharbya 3
So. Tahrir El Beheira 6
Nobaraya El Beheira 6
Salheya El Sharkiya 6
Kafr Sakr El Sharkiya 5
Shirbin Daghaliya 5
Quesna Menoufya 6
Kafour El Nil El Fayoum 6
Sids Beni Suef 5
Shousha El Minya 5
Beni Ghaleb Assuit 6
El Kharga Wadi El Gedid 7
Total 86
Table 2 — CASP Seed Sales (ardeb) and Market Share — 1998/99
Crop Total Sales CASP Sales Market Share
(%)
Cotton 187,243 187,243 100
Wheat 348,052 262,194 75
Rice 168,337 109,004 65
Faba bean 13,352 8,663 65
Barley 1,087 1,087 100
Soybean 72 72 100
Lentil 90 0 100

CASP also has offices in each governorate. These offices are mostly administrative. They
oversee operations in the field; including purchase of raw seed, the operation of the
processing stations, sale of the processed seeds and other products; and track revenues
and expenses. Finally, at each of the 14 processing stations there is a station manager,
permanent staff and temporary laborers as needed. CASP employs about 7,000: 2,830
permanent, 3,956 temporary, and 220 seconded from other organizations. Budgets are
prepared by each station for each crop, but actual operations are highly centralized and
financial records and final crop statements are maintained only at the national level.

The EAO Seed Processing Stations

The EAO seed processing stations are listed in Table 3. Two of the stations, Shoubra and
Wadi El Nil, have been closed for some time and no longer have any staff. The station at
Miniya is also closed, although there are still staff assigned to that station. The remaining six
stations have a combined total of 208 employees. As previously noted, these stations are
under CASP management. EAQ as an organization has no managerial or operational
responsibilities with respect to these stations. CASP decides what is to be processed,
receives the revenues from the sale of the seeds and pays all of the processing expenses,

! This is the capacity as estimated by CASP rather than the designed capacity specified by the manufacturer.



both direct and indirect. Although, overall, the EAO stations are operating at only seven
percent of designed capacity, they account for a significant portion of total CASP production.
Over the last three years the EAQ stations have accounted for about 30 percent of the

wheat, rice and cotton seed processed by CASP. Most of the production has been at the
Bahteem and Tanta stations.

Table 3 - EAQ Seed Processing Stations
Station Govemorate Capacity
(T/hr)
Tanta El Gharbiya 25
Mansoura El Dakhaleya 1
Damanhoar El Beheira 1
Bahteem Qalubeya 10
Bahteem Qalubeya 1
Shoubra Qalubeya closed
Wadi El Nil Qalubeya closed !
El Minya El Minya closed
Daruit Assuit 1
Total | 398

The HSU Farms

HSU is govemed by a Board of Directors whose Chairran is also the Chief Executive
Officer. The organization is divided info nine departments: field crop production, horticultural
production, nurseries, livestock production, ormamental plants, pest management, financial
affairs, commercial affairs and administrative affairs. HSU’s main activity in the management
of 40 state farms, all of which are to be privatized as part of the seed production sector.
Sixteen of these farms totaling 15,333 feddan grow field crops, 10 farms totaling 337 feddan
grow horticultural crops, and 14 farms totaling 6,463 feddan grow a combination of field and
horticultural crops. The total area is 22,133 feddan, of which almost 19,000 feddan is located

in the delta. HSU has a staff of about 3,500 permanent employees and 2,500 temporary
laborers. All of HSU is to be privatized except for a number of relatively minor activities,
including: livestock production, ornamental gardens, and the experimental activities that it
carries out for MALR, notably related to pest management.

From the standpoint of seed production, the most important assets are the field crop farms.
Six of these farms, totaling over 10,000 feddan are at one location in Sakha, Kafr El Sheik
Govemnorate. As can be seen from Table 4, since 1997 when seed processing was placed
under HSU supervision, CASP has been purchasing a steadily increasing percentage of its
raw seeds from HSU.

Table 4 — CASP Seed Purchases {ardeb)”
Crop 1997/98 1998/99 1899/2000
Total HSU Total HSU Total H3U
Cotton 368,612 2,865 280,000 6,645 252,341 10,241
Rice 178,086 45,143 223,785 44 182 208,570 61,274
Wheat 341,734 39,982 398,730 40,411 392,206 53,167
Faba bean 12,898 - 16,464 4,812 6,640 3,038
Barley 6,664 6,314 598 598 3,424 1,903

? Source: AudioConsult, A Report on the Status and Feasibility of Activities Conducted by HSU, Dec. 2000.




Financial Performance

CASP

CASP's financial performance over the last three years is summarized in Table 5. Since
CASP does not keep its accounts according to generally accepted accounting principles, it is
not possibie to match revenues with expenditures, nor is it possible to assure that all
expenses have been accurately categorized. Because CASP's financial records are not
complete, many of the figures are intemally inconsistent and cannot be reconciled or
verified. The accounts are maintained on a cash rather than an accrual basis, so these
tables show cash inflows and outflows in each year rather than actual profits or losses from
operations. However, the figures in Table 5 can be considered a close approximation of
funds received and expended by CASP in each of the last three years.

Table 5 — CASP Modified Income Statement
(LE millions)
1997/98 1998/99 1999/2000
Sales 172.5 144.9 186.4
Cost of Goods Sold
Raw materials 102.1 929 103.0
Salaries, wages and incentives 10.2 12.4 20.0
Non-labor other costs 286 266 284
Depreciation 6.5 6.6 6.8
Total 147.3 138.5 158.2
Gross Profit 25.2 6.4 28.2
General and Admin. Expenses
Govemment salaries — Ch.1 15.5 18.4 19.5
Govemment non-labor expenses — Ch. 2 1.6 0.3 04
Non-government labor costs 0.7 0.8 1.2
Non-labor other costs 6.5 6.8 12.2
| Total 24.3 28.3 33.3
" Operating Profit 0.9 -19.9 -5.1
! Interest 0.8 05 04
. Net Profit 0.3 -204 |- -55
" Memorandum:
- Govermment funding 17.1 18.7 19.9

Three adjustments made to the figures provided by CASP should be noted. First, none of the
expenses paid for by the government, mostly salaries, were included in the statements
received from CASP. These were obtained from other sources then added to the general
and administrative expenses reported by CASP. Second, depreciation costs were added
based on the value and age of assets as presented in the Seed Sector Valuation Committee
Report. Third, expenditures of LE 22.9 million were excluded from the line item “government
non-labor expenses” because these expenditures were used for raw materials to be heid in
inventory for use in the following crop year (2000/2001).2

3 To compensate CASP for selling cotton seed at a low official price, the Government paid CASP LE 22.9 million, which
the organization rightly booked as sales revenues. CASP then quickly used this cash to purchase raw materials for the
following season, in order to avoid having too much cash on hand (which might have to be transferred to the Treasury).
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The table shows that in 1989/2000 CASP incurred a loss of LE 5.5 million on sales of LE
186.4 million. Over the last three years, annual losses averaged LE 8.5 million on average
saies of LE 168 million, or a profit margin of negative five percent. Because accounts are
kept on a cash rather than accrual basis, it is likely that actual sales in 1998/99 were higher
than shown and sales in 1999/2000 and possibly 1997/98 were lower than shown. Although
it is not possible to draw any firm conclusions about trends from these figures, it appears that
CASP has been able to achieve reductions in unit costs of goods sold while experiencing
increases in general and administrative expenses relative to volume of sales. Given that
CASP's labor costs are widely considered to be excessive, it appears that the organization is
not far from breaking even or becoming slightly profitable. it is a long way, however, from
providing a competitive rate of return on its substantial capital assets.

EAO

The following table provides an estimate of net profits from EAQ's seed processing
operations over the last three years. These figures should be considered as a rough
approximation of what actually occurred. As previously noted, EAQ no longer has
responsibility for processing seeds.

Table 6 — EAO Seed Processing Modified Profit and Loss Statement
{LE million)
1997/98 1898/88 | 1899/2000

Revenues’

Seed processing for CASP 2.1 2.1 2.2

Miscellaneous revenues 0.4 0.3 04

Revenues from external sources 0.2 05 0.1

Total 2.7 2.9 2.7
Cost of goods sold

Wages 36 4.4 5.5

Commodities 04 0.6 0.2

Services 0.4 0.3 0.3

Transferred expenses 0.9 1.1 1.0
Total 52 6.4 7.0
Gross profit -2.5 -3.5 4.3
General and Admin. Expenses :

Wages and salaries 11 0.1 0.1

Commodities 0.1 0.1 -

Services 0.2 0.1 0.1

Transferred expenses 1.1 22 26

Provisions 0.6 0.2 -

Unusual expenses - 0.8 0.1
Total 3.1 3.5 2.9
Net profit -5.6 -7.0 -7.2

lts stations have been transferred to HSU and are being managed by CASP. Since CASP
has more than enough capacity in its own stations to meet all of its requirements, there is no
need to process any seeds at the EAO stations. HSU has apparently decided, however, that
approximately 25 percent of the total quantity of seeds processed by CASP will be
processed at the EAQ stations. CASP sends raw seeds to EAQ stations for processing; EAC
and CASP calculate the cost of processing the seeds; and CASP pays those costs. The
most difficult problem in preparing these tables was deciding what portion of EAQ
expenditures, both operational and general and administrative, should be allocated to seed



processing. As can be seen from Table 8, the study team’s best estimate is that the
expenses associated with the seed stations total approximately LE 8 million, whereas
processing seeds for CASP generates about LE 2 million in revenues. Assuming that the LE
2 million in revenues from CASP approximates the variable costs of processing the seeds,
EAQ would be incurring LE 6 million in expenses even if the stations were not processing
any seeds. The assumptions used in arriving at these estimates are explained in detail in
Annex 10.

HSU Farms

HSU as a governmental body maintains its financial records in the same manner as CASP.
Therefore, the caveats noted above with respect to CASP data apply to HSU as well. Table
7 below as well as all of the tables in Annex 11 have been reconstructed from data provided
by the HSU Financial Affairs Department. Some of the data pertained to individual farms
whereas other data was aggregated at the national level. In many cases it was impossible to
reconcile the two. However, the final figures as presented in this report represent a
reasonable approximation of cash inflows and outflows in each of the past three years.

Table 7 — HSU Farms Modified Income Statement
(LE millions)
1997/98 1998/99 1999/2000
Sales revenues 18.5 33.0 43.0
Miscellanecus revenues 14.3 8.7 12.1
Total revenues 32.8 41.7 55.1
Cost of goods sold
Non-government wages and incentives 7.3 7.5 9.4
Commodities 7.0 12.5 11.7
Services 13.1 19.0 221
Total 27.4 39.0 43.2
Gross profit 54 2.7 11.9 |
" General and Admin. Expenses
- Govemment wages 124 . 1.2 12.1
Non-government labor costs : 44 0.5 3.2
Commodities 586 05 02
Services 1.2 1.2 54
Current transfers 0.1 0.1 - -
Total 237 13.5 20.9 |
Net profit -18.3 -10.8 -8.0
Memorandum; ‘
: Govemment funding for salaries : 12.4 11.2 12.1

Overall, the HSU farms are clearly experiencing substantial losses. They are able to
generate a positive cash flow because, first, all of the salaries are paid by govermment and,
second, they do not have to pay any rent for the land. If, for example, HSU were to pay rent
of LE 1,000 per feddan per year on 20,000 feddan, the annual cost would be LE 20 million.
The trends however, are in the right direction. Sales have been growing at a rapid pace and,
with the costs of goods sold growing at a much slower pace, gross profits improved from LE
5.4 million in 1997/98 to LE 11.9 million in 1998/2000. In the general and administrative
expense category, government salaries have remained essentially unchanged over three
years and other G&A costs have declined slightly.

One bright spot is the seed production of the farms. The full HSU report in Annex 11
presents tables on the revenues and expenses related to seeds. HSU records show that, in



1999/2000, 23 percent of the income generated by the farms to be privatized came from the
sale of seeds. In each of the past three years, seed revenues have exceeded the cost of
goods sold, so that this part of the farms’ operation has experienced small but positive gross
profits. Of course, when general and administrative costs are added even the seed
operations are generating losses

Valuation

This section presents the two sets of values that must be used to determine the market
value of the government seed production sector as an ongoing business. The first is the
replacement value of assets. This is equal to what it would cost to replace all of the assets
that make up the seed production sector at current prices, adjusted for the accumulated
depreciation of those assets. [t should be noted that this is different from the market value of
the assets, which would be based on the likely selling price of the assets taking into account
their location and the effective demand for these assets under existing market conditions.
For example, the fact that there is currently an excess of seed processing capacity in Egypt
would tend to make the market value of the seed processing stations lower than their
replacement value. Also, it will be noted that many of the seed processing stations are
situated on highly valuable land. The market price of this land in most cases causes the
replacement value of the stations to exceed their market value as seed processing stations.

The second measure of value is the present value of future net cash flows, discounted to
reflect the opportunity cost of capital, or the rate of retum that could be eamed from
alternative investments. This is the most accurate measure of the value of a business to an
investor. If the investor pays less than this amount the return on his investment will exceed
the opportunity cost of capital; if he pays more, his retum wiil be less.

Replacement Value of Assets

The following three tables present the replacement value of the assets of the three units
being privatized.* Annex 4 presents the detailed list of assets being privatized as well as the
original cost, the depreciated value and the replacement cost of each asset. For the CASP
and EAO seed processing stations, the replacement cost was calculated by valuing the
assets at existing prices and multiplying these values by the percentage of accumulated
depreciation of the original equipment and buildings. The information in these tables, except
for land values, was based on the report of the Seed Sector Valuation Committee formed by
Ministerial Decree 1238/1998. In preparing this report, all of the facilities were inspected by
an agricultural engineer.® Although land values were included in the Seed Sector Valuation
Committee Report, they were presented as preliminary estimates to be finalized in the near
future by a govemment committee formed specifically for this purpose. For the purposes of
this report, land was valued by estimating the cost per square meter based on recent sales
of comparable land in their respective locations.

4 Only the productive assets (seed processing stations and farms) of each organization are listed in these tables. Since other
facilities owned by these organizations, such as office buildings, warehouses and retail outlets, were not included in the
report of the Seed sector Valuation Commitiee, this report assumes that they are to be excluded from the seed sector
privatization.

® For the CASP and EAO {ables, the first two columns (the original cost and present book value) were obtained
from the draft report of the Seed Sector Valuation Committee and the fast three columns were developed by the
study team based on site visits. Where the team's assessment of replacement value was close to the value
arrived at by the government valuation team, the valuation team's estimate was used.



CASP

The value of each CASP station is presented in Table 8. These stations are all similar in
size, age and condition, except for the acid delinting unit in Sakha, and the El Gemaiza
station, which is smaller and older than the others. The remaining stations all have a
capacity of six to ten tons per hour. Most of them were built in the 1980s, and since they
have had relatively little use and have been well maintained, are in exceptionally good
condition. Most of the seed processing machines and silos, which are the most costly parts
of the station, have experienced virtually no deterioration, which explains why their
replacement value is close to and in a few cases higher than their original cost. (See the
detailed valuation tables in Annex 4.)

EAO

In valuing the EAQ seed processing stations, the Seed Sector Valuation Committee
determined that five of the nine stations - El Mansour, El Minya, Dairuit, Wadi El Nil and
Shoubra - had only salvage value. It was noted that the equipment in these stations is old
and largely dysfunctional, the stations are located in areas where newer CASP stations are
capable of meeting local needs, and they are located on urban land that is not only valuable
but also residential, thus conflicting with environmental laws.

HSU Farms

Tables 10 and 11 show the value of the HSU farms to be privatized. Fifteen of the farms
grow only field crops, nine grow only horticultural crops and the remaining 16 grow both.®

It will be noted that these tables show only the value of the land. This is because the study
team was not able to obtain information on the buildings and equipment owned by these
farms. There is no doubt that these assets will add substantially to the replacement value of
the farms. Counting the value of the land alone, the replacement value of the 40 farms totals
LE 1.2 billion.

The land value is based on the current sale price of agricultural land at each of the farm
locations. It will be noted that the market value of these farms greatly exceeds what can be
justified by the rental value of the land. This is difficult to explain, but is partly due to the fact
that most agricultural land in Egypt is under pressure from expanding urban areas. Although
there are prohibitions against converting agricultural land to residential, commercial or
industrial use, waivers are continually being granted as cities expand. The market value of
this land, therefore, reflects the fact that some of it will inevitably be converted from
agricuitural to urban, at great profit to the landowner.

The MALR’s stated intention is to sell the smaller farms and lease the larger ones, but the
study team was given no list of which farms were to sold and which ones leased, nor was it
given any indication of what the iease arrangements might be. Tables 10 and 11, however,
provide the information needed to calculate the replacement value of the farms that would be
sold and the rental value of the farms that would be leased. For the farms that would be
leased, the asset to be transferred would be the usufruct rights to the land. if, for example,
the usufruct rights to the land for all of the HSU farms were to be transferred instead of the
ownership, the replacement value of the asset (i.e., the usufruct right) would be the
discounted present value of the annual rental income for the period covered by the usufruct
right. Assuming an annual rental value of LE 20 million increasing by five percent per year
for a period of 30 years, the discounted present value {(at a 15 percent discount rate) of the

®In Egypt, the term horticulture refers to orchards. All HSU vegetable production is included in field crops.
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annual rents would be LE 188 million. That would be the replacement value (in this case,
aiso the market value) of the usufruct right.

Table 8: Replacement Value of CASP Seed Processing Stations
(LE millions)
Present Replace.
Original Book Replacement | Of which: Value

Cost Value Value Land Excl. land
Sakha, cotton delinting 216 19.1 209 7.7 13.2
Sakha 15.2 9.0 26.2 16.8 9.4
El Gemaiza 0.4 - 7.2 6.9 0.3
South Tahrir 7.9 49 8.5 2.1 6.4 |
Nobaraya 8.8 57 11.0 23 8.7
Satheya 7.8 4.8 6.3 0.3 6.0
Kafr Sakr 4.8 2.8 7.2 3.4 3.8
Shirbin 5.0 29 6.2 29 33
Quesna 6.9 5.2 . 8.7 3.8 49
Kafour El Nil 48 | 2.3: 6.7 2.2 45
Sids 7.6 47 16.3 10.1 ! 6.2
Shousha 45 - 40 4.4 0.1 4.3
Beni Ghaleb 6.5 ‘ 53 8.4 0.0 64 .
El Kharga 3.9 | 25 3.1 0.1 3.0
Total 105.7 73.2 139.2 58.7 804

Table 9: Replacement Value of EAO Seed Processing Stations
(LE millions) ,
Original | Present | Replacement Replace.
Cost Book Vaiue Of which: Value

Value Land Excl. land
Tanta 12.3 6.8 16.1 4.2 11.9
Mansoura 0.6 0.2 10.1 9.7 0.4
Damanhoar 15 0.5 6.2 5.0 1.2
Bahteem 2.7 0.8 8.7 6.4 23
Bahteem 1.1 0.3 7.2 6.4 0.8
Shoubra (closed) 03 0.1 3.9 3.7 0.2
Wadi E! Nil (closed) 0.1 0.1 5.3 5.2 0.1
El Minya (closed) 0.3 0.1 8.8 8.6 02
Daruit 0.1 - 3.9 3.7 0.2
Total 18.0 8.9 70.2 52.9 17.3
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Table 10 - HSU Field Crop Farms

Area Value Rent value
Location Govemorate (fd) LE million) (LE/fd)

Field crop farms
Sakha Kafr E! Sheik 1338 66.9 1200
Mahalet Moussa Kafr El Sheik 458 229 1200
El Kherada Kafr El Sheik 2118 105.9 1200
Meseer Kafr E!l Sheik 2055 102.8 1200
Rowena Kafr El Sheik 2184 109.2 1200
Meet El Deeba Kafr El Sheik 1956 97.8 1200
Meshteher Qalubeya 197 9.9 1500
Kafr El Hamam Sharkya 82 49 1500
El Sarw Dakahlya 1359 68.0 1000
Edfena El Beheira 339 170 1200
Saft Khaled El Beheira 1416 70.8 | 1200
Tamia Fayoum 312 12.5 1200
El Blass Dametiya 583 297 1200
Bahteem Qalubeya 389 31.2 1500
Edko El Beheira 516 25.8 1200
Field crop/horticulture farms
Kafr Soliman Garbiya 260 13.0 1200
El Bosaly El Beheira 234 94 1100
El Gemeza Garbiya 937 469 1600
Komombo Aswan 99 5.0 ‘ 1000
El Korashia Garbya 47 3.8 1500
Sids Beni Suef 506 253 | 1200
Shandaweel Sohag 291 145 1200
Malawy El Minia 142 7.1 1200
El Sabahia Alexandria 36 31 1000
El Gabal El Asfar Qalubeya 1090 43.6 1400
El Mataana Qena 559 447 1500
Kom-Osheim El Fayoum 218 3.2 400
Kom-Osheim (water) El Fayoum 74 0.4 0
El Nubaria El Beheira 245 8.6 1000
Shabsher El Hessa Garbiya 17 1.1 1500
Total 20,062 1,005.0
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Table 11:. HSU Horticulture Farms
Area Value
Location Govemorate (feddan) | (LE million)
Horticulture farms
Qaha Qalubeya 48 4.1
El Fayoum El Fayoum 5 1.0
El Haram Giza 30 4.2
Abu Rawas Giza 30 4.1
Kafr Ashma Munofeya 57 4.0
Esna Qena 2 2
Aswan Aswan 5 1.0
El Zagazig Sharkya 4 8
Gezeret El She'er Qalubeya 147 19.9
Horticulture & field crop farms
Kafr Soliman Garbiya 62 53
El Bossally El Beheira 118 7.2
El Gemeza Garbiya 75 6.4
Kom-Ombo Aswan 92 6.5
- El Korashia Garbya 112 9.0
- Sids Beni Suef 80 6.3
- Shawandeel Sohag 126 10.2
. Malawy Ei Minya 81 6.5
. El Sobahia Alexandria 60 51
i El Gabal El Asfar Qalubeya 783 62.7
: El Mata'ana Qena 74 5.9
El Nubaria i El Beheira 77 3.5
Shabsheer El Hessa + Garbiya 36 31
Kom Oshiem * El Fayoum 144 2.8
Abu Neima - El Fayoum 12 1.2
Total 2,271 181.1

D. Conclusion

Table 12 shows the combined replacement value of the seed production sector assets under
two alternative assumptions regarding what is to be transferred. Altemative 1 includes all of
the assets of the three organizations as described above. Alternative 2 includes all of the
CASP assets, but only the four productive EAQO stations and only the usufruct nghts to the

HSU farms.

Table 12. Summary of Replacement Values
Altemative 1 Altemative 2
CASP LE 139,2 million LE 139.2 million
EAO LE 70.2 million LE 38.2 million
HSU Farms (Jand only) LE 1,200.0 million LE 188.0 million
Total LE 1,409.4 million LE 365.4 million
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The Present Value of Projected Cash Flows

The approach to projecting cash flows adopted by the study team was to divide the seed
production sector into two parts: CASP and EAO seed processing stations, and HSU fams.

A. CASP/EAO

Currently, EAQ’s seed stations work almost exclusively to process seeds for CASP. After
privatization, it is assumed that the two businesses will be combined. Cash flow projections,
therefore, are based on adding the revenues and expenditures of the two businesses (as
presented in Tables 5 and 8), with some adjustments to account for the internalization of
certain transactions.” Under the baseline scenario, revenues and expendures are projected
to remain constant in upcoming years. Under other scenarios, adjustments are made.

Pro;ected revenues depend on three factors: total demand for seeds, market share, and unit
prices.® For each crop, the demand for seeds depends on the area planted, the planting rate
per feddan, and the percentage of farmers who purchase seeds rather than use their own
seeds in any given year. The planting rate per feddan is relatively fixed for most crops,
although it is expected to decline for cotton as the quality of seeds improves and farmers
become aware of the higher germination rates. Recent studies of farmer practices have
found that farmers are acting close to optimally in terms of how frequently they replace their
own seed with new seed. As far as cropped area is concemned, it has been increasing for
rice and faba bean and declining for cotton, wheat, lentils, barley and maize. The conclusion
of the Makary Report is that demand for the seeds processed by CASP is likely to decline
gradually over the next ten years.

Regarding market share, Table 2 shows that CASP has 100 percent of the market for cotton,
75 percent for wheat, and 65 percent for rice and faba bean. it is very unlikely that the new
company will be able to expand on this base. In fact, it appears more likely that, with
increased private sector competition, these market shares will decline. Finally, there is littie
likelihood that prices of the seeds sold by CASP will increase faster than the rate of inflation.
The price of open-pollinated varieties has increased substantially in recent years and cannot
go much higher given farmers’ option of retaining their own seeds. CASP has two
monopolies, certified cofton seed and registered seeds of varieties developed by ARC. The
prices for these seeds are set annually by MALR based on cost data provided by CASP. If
and when the monopoly on these two products is dropped and private seed companies are
allowed to compete, the sale prices of these seeds are likely to drop. In conclusion,
prospects for increasing revenues appear limited. Although the possibility of declining
revenues from seed processing appears very real, the base scenario for cash flow
projections assumes that they will remain at the average level of the last three years. This
can be considered optimistic and scenarios based on declining revenues may prove more
appropriate in subsequent stages of this analysis.

The prospects for reducing expenditures are befter but depend on what restrictions are
placed on the new company. As can be seen from Tables 5 and 6, the two largest expense
categories are raw materials and salaries. The raw materials are being purchased at market
prices under very competitive conditions, so they offer little scope for savings. Salaries are
excessive in both CASP and EAQ, but the new company will not be able to achieve savings
in this area unless it is allowed to reduce the workforce and in some cases reduce

7 Payments from CASP to EAO for processing services will no longer be considered a cost for CASP nor a
source of revenue for EAQ - they will be internal operations.

8 The following discussion of revenue projections is based largely on a market analysis recently carried out by
Makary Consultants and financed by GTZ: Market Study on Certified Seeds in Eqypt, Cairo, December 2000.
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compensation levels as well, particularly “incentives.” If this is allowed, substantial savings
can be achieved. If not, any savings will have to come from reductions in costs other than
raw materials and salaries, which amount to only 20 percent of total costs. A 20 percent
reduction in these costs amounts to only a four percent reduction in total costs.

in light of the above considerations the study team developed the following seven scenarios
for projecting net cash flows. The first five scenarios are based heavily on the future looking
much like the past, with some adjustments. The sixth and seventh scenarios are based on
more significant adjustments to costs, based on our accountant's work to recalculate costs of
sales using “raw data” provided by CASP through its “crop accounts.” The spreadsheets
used to project cash flows are presented in Annex 1.

Scenario 1: a straight line projection of revenues and expenditures developed by combining
the 1899/2000 figures presented in the modified income statements of CASP and EAC
(adjusted for internalized transactions). This scenario assumes that the privatized company
will continue operating the same way as the existing two organizations operated in
1999/2000. At a 15% discount rate this scenario yields a valuation of negative LE 52
million.

Scenario 2: a straight line projection of revenues and expenditures developed by combining
the averages of the last three years of figures presented in the modified income statements
of CASP and EAQ. This assumes that the privatized company will continue to operate in
exactly the same way as the existing two organizations have operated during the past three
years. At a 15% discount rate this scenario yields a valuation of negative LE 52 miillion.

Scenario 3: the average of the last three years with revenues and the cost of sales increased
by 20 percent and general and administrative expenses remaining constant. This measures
the impact on profitability of increasing capacity utilization by 20 percent with no other
changes. The cost of goods sold increases by the same perceniage as sales, but the fixed
costs remain constant. This scenario is inconsistent with the conclusions of the market
analysis discussed above, but reflects the view of some that there is currently a significant
unmet demand for seeds in Egypt. At a 15% discount rate this scenario yields a valuation of
negative LE 35 miilion.

Scenario 4: the average of the last three years with a 10 percent increase in revenues and
cost of raw materials, and a 10 percent reduction in all other expenses. This assumes thata
private sector company will find ways of increasing revenues through more effective
marketing and will also find ways of reducing some costs, aithough it will have to operate
within restrictions that will have been imposed by government. At a 15% discount rate this
scenario yields a valuation of positive LE 37 million.

Scenario 5: the average of the last three years, with all expenditures, except the cost of raw
materials, reduced by 25 percent. This assumes that the new company will be given almost
complete flexibility to cut costs wherever appropriate, including closing redundant facilities
and reducing labor costs. At a 15% discount rate this scenario yields a valuation of positive
LE 75 million.

Scenario 6: volumes sold and revenues remain constant, based on 1999/2000 figures, but
the cost of sales are reduced significantly, based on a recalculation of the cost of producing
seeds done on a crop-by-crop basis by the accountants of AudioConsult, using cost data
from the “crop accounts” of CASP. At a 15% discount rate this scenario yields a valuation of
positive LE 41 million.
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Scenario 7; revenues calculated based on declining volumes sold annually, per the “average
projected sales” reported in the market study of Makary. Cost of sales are reduced
significantly, based on a recalculation of the cost of producing seeds done on a crop-by-crop
basis by the accountants of AudioConsult, using cost data from the “crop accounts® of CASP
at a 15% discount rate this scenario yields a valuation of negative LE 48 million.

Table 13 presents the net present values of future cash flows of the seven scenarios using a
discount rate of 15 percent.

Table 13: CASP/EAQ Net Present Values
Under alterative assumptions
Scenario Net Present Value

- LE 52 million
- LE 57 million
- LE 35 million
+ LE 37 million
+ LE 75 million
+ LE 41 million
- LE 48 million

~M| Wi -

Table 13 shows that CASP and EAQ, if operated in the future as they have been in the past,
will lose money and have a negative net present value, even if sales volumes are increased.
If sales volumes fall, as predicted by Makary and shown in scenario 7, the valuation is also
negative.

Only by significantly reducing costs while maintaining sales volumes, per scenarios 4, 5, and
6, can CASP and EAO be operated profitably. Even under these latter optimistic scenarios,
the DCF valuation figures do not come close to the replacement valuation of CASP and EAO
assets (LE 177-209 million).

It is worth noting that, as a business, CASP alone is worth more than CASP combined with
EAQO. This is demonstrated in Annex 3, which calculates values based on CASP alone.
Under Scenario 4, for example, CASP alone has a net present value of LE 74 million,
compared to a value of LE 37 million when associated with EAQ. The addition of EAC adds
substantial operating and G&A costs but very little additional revenue.

B. HSU Famms

As can be seen from Table 7, the HSU farms have been experiencing losses over the past
three years, but gross revenues have been increasing rapidly and costs have been growing
at a much slower rate. As a result, losses have declined from LE 18 .4 million in 1897/98 to
LE 8.8 million in 1999/2000. Because there has been so much improvement over the last
three years, using a three year average as the basis for making cash flow projections would
underestimate future cash flows. However, because HSU accounts are on a cash rather
than accrual basis, the figures for 1999/2000, the most recent fiscal year, need to be
adjusted to assure that net revenues are accurately measured. The estimated cash flow for
the base scenario is as follows:

Revenues: LE 55.0 million

Cost of goods sold: 485 -

Gross profit 85 *

G&A expenses 195 ~

Net cash flow -11.0 *
15



All of the alternative scenarios assume that the HSU farms will improve their performance
after they have been privatized. The four scenarios considered are as follows:

Scenario 1: the base scenario described above.

Scenario 2: the base scenario with a 10 percent increase in revenues, no change in cost of
goods sold, and a 10 percent reduction in G&A costs.

Scenario 3: scenario 2, with a 20 percent reduction in G&A costs instead of 10 percent.

Scenario 4: the cash flow from renting 20,000 feddan of agricultural land at an average
annual rent of LE 1,000 per feddan.

Table 14 presents the net present valiues of projected cash flows using a discount rate of 15
percent,

Table 14: HSU Farms Net Present Values
Scenario Net Present Value
1 -LE 81.9 million
2 -LE 26.8 million
3 -LE 11.9 million
4 + LE 188.1 million

It is quite clear from the above table that the HSU farms can be managed much more
profitably than they are at present. Under private management these farms should generate
an income in excess of the rental value of the land.

{. Conclusion

The main conclusion to be drawn from the above is that the new company cannot be
profitable and therefore cannot have a positive value without some major changes in the way
the three existing organizations are operating. What changes are possible cannot be
determined without a more in-depth analysis of the organizations as well as detailed
discussions with government policy makers regarding what changes will be allowed. Itis
critical that the new company be able to take whatever steps are necessary to increase
revenues and reduce costs. Any restrictions should relate to 1) the requirement that the new
company continue to operate as a seed production business, and 2) whatever
responsibilities it might have during a transition to free and open competition for all aspects
of the seed industry.

A second conclusion is that some of the assets have little or no value for seed production but
are highly valuable for other purposes. From the govemment’s perspective, these assets
add value to the company but from the perspective of the new company they are a drain on
profits and therefore exaggerate the company’s value unless they can be sold. A way has o
be found to disassociate these assets from the new company. One altemative would be for
the government to retain these assets thereby bringing the replacement cost of assets to be
privatized closer fo their discounted cash flow value. This would have the effect of increasing
the income to the state from the privatization without valuing the business at a price
investors will be unwilling to pay. Altematively, the government could leave these assets in
the privatization package and the new company would be allowed to sell them. In this case,
the market value of the company would be the net present value of projected cash flows plus
the market value of the assets to be disposed of.
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Market Value

The business that is being privatized consists of two divisions: a seed processing division
and an agricuitural production division. The seed processing division purchases raw seed,
processes the seed and sells the seeds to wholesalers, retailers or directly to farmers. In
addition to its seed processing stations, this division has a staff that is experienced in all
aspects of seed processing and marketing in Egypt, and a network of established marketing
channels throughout the country. The agricuitural production division manages farms, mostly
in the delta. This division also has an experienced staff with particular strengths in farm
management. This division has obvious strong ties to ARC and CASP and has years of
experience in marketing agricultural products. In recent years, about 25 percent of its income
has come from seed production; the other 75 percent comes mostly from the sale of field
crops. Horticultural production accounts for only 10 percent of its gross income, and a
relatively high 20 percent of its income is categorized as "miscellaneous revenues®, which
comes mostly from leasing agricultural lands to private farmers.

The twe values that were calculated in this report were the replacement cost of assets at
current market prices and the net present value of discounted future cash flows. The
replacement value of the assets is as foliows:

CASP seed processing stations LE 140 million
EAQ seed processing stations LE 70 million
HSU farms LE 1,200 million
Total LE 1,410 million

The net present value of discounted cash flows is less easily presented, since it is highly
dependent on assumptions regarding the structure and management of the new company.
As presently operated, the combined business would have a negative value, since it
consistently generates negative cash flows. The conclusions in this report are based on two
basic assumptions. First, the privatized seed processing division will both increase revenues
and reduce costs as a result of improved management and fewer demands imposed by
government (per scenario #4, which is considered optimistic). Second, the privatized
agricultural production division will have net cash flows at least equal to the rental value of
the land, again as a result of improved management and fewer government restrictions.
These assumptions yield the following values (using a 15 percent discount rate):

CASP/EAQ seed processing LE 37 million
HSU farms LE 188 million
Total LE 225 million

The conclusion, based on the above (optimistic) assumptions, is that the
government seed production sector as an ongoing business has a market vailue
of LE 225 million.

If the non-operating EAQ stations are included in the privatization package and the new
company is aliowed to sell them at market value, this will add LE 30 million to the value of
the business. Also, the value will be increased if some of the farms are sold outright and the
new company will be able to sell some of the land at market value. What this would add to
the value of the business would depend on which farms would be sold.
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Legal Issues

The objective of those in MALR promoting the privatization of the government’s seed
production activities is to consolidate these activities into one entity and convert it into a
private seed production company. Present plans are for ownership of this new company to
be divided as follows: 24 percent govemment, 40 percent employees, and 36 percent private
investors. The government share is set at 24 percent because companies with a govemnment
share of 25 percent or more are subject to annual audits by the Central Audit Agency, and
the 40 percent employee share is the preliminary estimate of the compensation to be
provided in exchange for losing their civil servant status.

There are two possible approaches to the creation of the new company: 1) create a Law 203
public sector company, then convert it info a private joint stock company under Law 158, or
2) establish a private joint stock company under Law 159 without first creating a public
sector company under Law 203.

Establishing & Law 203 Company

This approach is the traditional one used for the privatization of public companies in Egypt.
The Minister of Public Enterprises would establish by decree a public sector company
affiliated to an existing public sector holding company — a so-called “affiliated” or "Law 203"
company. MALR would transfer the assets of CASP, EAQ, and HSU to this affiliated
company. These assets would become the company's in-kind capital. A committee would
be formed by a decree of the Minister of Public Enterprises to verify the valuation of this in-
kind capital. Once the affiliated company was registered in the commercial register and the
valuation was verified, the company’s shares could be immediately sold to employees and
third parties, thereby transforming the company into a private entity. Under the current plan,
40 percent of the shares would be given to employees (probably through an Employee
Shareowner Association), 36 percent would be sold to private investors (either through the
stock market or selected investors), and 24 percent would be retained by the government
(allocated to the ARC).

Assuming a market value of LE 240 million, the value of the ARC’s and employee’s shares
would be LE 57.6 million and LE 96 million respectively, and 36 percent of the shares would
be sold to private investors for LE 86.4 million.

The main disadvantage of this approach is that the privatization process would be entirely in
the hands of the Ministry of Public Enterprises and the form and pace of privatization would
not necessarily reflect MALR priorities or the interests of Egypt's seed industry.

Three preliminary steps must be taken before the actual privatization process can begin.

First, all assets to be privatized must be inventoried and ownership documents located and
assembled. These assets will constitute the in-kind shares of the new company. Much of this
work has been completed with funding from GTZ.

Second, a Presidential Decree must be issued authorizing the following actions: (see Annex
5-8 for details)

1. transferring the seed production activities from MALR to the private sector, subject to
the supervision and certification of the Minister of Agriculture and Land Reclamation;

2. transferring titie of a specified percentage of these assets to employees in the form of
in-kind shares;
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3. transferring the remainder of the assets to one legally autonomous entity, for
example, the Agricultural Research Center;

4. ftransferring all assets as in-kind shares to the capital of a private joint stock
company, to be established for this purpose in accordance with Law 159;

5. authorizing the Minister of Agriculture and Land reclamation to complete all
procedures necessary to privatize this sector and establish the private joint stock
company.

Third, ownership of all of the assets to be privatized must be consolidated and transferred to
a government entity that has autonomous legal status.

Establishing a Private Joint Stock Company

This entire process would be governed by the Companies Law 159 of 1881 and the Capital
Markets Law 95 of 1992. The first step is the valuation of assets to be privatized in
accordance with the provisions of these two laws and their executive regulations. Once
ownership of the assets has been consolidated, the ARC would request the General
Authority for Capital Markets to conduct a valuation of the assets to be privatized. The
procedures for setting up this committee and the methodology to be used in camying pout
the valuation are specified in detail in Law 95. Once the valuation has been completed, the
assets would be divided between the ARC and the ESA, and private investors would be
invited contribute cash in exchange for shares in the joint stock company. The main
complicating factor in this approach is that in-kind shares cannot be sold to third parties
unless the new entity has audited financial records for two fiscal years. The private sector
share of the new company, therefore, must consist of its cash contribution.®

Once the in-kind shares have been distributed between the ARC and the ESA, and the cash
contribution has been received from private investors, the incorporators would register the
company and distribute the shares among the three parties. The next step would be to hold
the First General Meeting of the corporation as provided for in Law 159 and its executive
regulations. The purposes of this first meeting would be to: formally accept the valuation of
the in-kind shares, approve the expenses incurred in incorporating, approve the by-laws of
the company, and elect a board of directors, '

There are two disadvantages to this approach. First, private investors must make a cash
contribution to the new joint stock company instead of simply purchasing 36 percent of the
in-kind shares. This not only increases the cost to the investors (LE 82 million versus LE 135
million), but also forces the new company to start with LE 135 million in cash although a
cash infusion of this size at this time may not be necessary and may not be needed. Second,
this is a new and untried privatization approach for Egypt, which means that delays and
setbacks can be expected. From the start it will be necessary to involve faw firms that have
strong experience with Companies Law 159 and Capital Markets Law 95. All of the steps will
have to be carefully identified and planned prior to starting the privatization process. ltis
important to note that under this approach, no cash will enter government coffers. The
impetus for and main benefit of the privatization is to improve the efficiency of the
government seed production sector by moving it to the private sector.

® The formula for calculating the required value of the joint stock company including the private investor cash
contribution is the reciprocal of the non-private investor share times the value of the in-kind shares. In this case,
the value of the in-kind shares is LE 240 million and the reciprocal of the non-private investor share is 1.562
(1/.64 = 1.562). Therefore the value of the joint stock company is LE 375 million (LE 240 million times 1.56). The
shares of the LE 375 miillion company are then distributed 24 percent for ARC, 40 percent for the ESA, and 36
percent for the private investors.
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Policy Concerns and Issues

Those in the Ministry of Agriculture and Land Reclamation who are spearheading efforts to
privatize the govemment’s seed production entities favor the privatization all three entities
(CASP, EAO, HSU) as a single company with ownership divided between the employees,
the government’s Agricultural Research Center, and private investors. Such a strategy
raises three important policy questions:

1. Is it advantageous to privatize these entities as one company or as three or more
individual companies?

2. Will the government’s continued ownership of a share of the new company create a
conflict of interest during distribution of new varieties of seed developed by the
government, perhaps leaving private companies out in the cold?

3. Can this strategy serve as a precedent for the privatization of other govemment
entities that are not Law 203 companies?

Combine or Break-up CASP, EAQ, and HSU?

Over the past four years, a German-Egyptian project called “Improvement and
Decentralization of Governmental Seed Production and Marketing” has been working with
the GOE to develop a strategy to privatize CASP. In 1997, this project recommended that
CASP be divided into “regional entities” prior to their privatization. The “break up” of CASP
was seen as a method to facilitate privatization (by reducing the size of assets to be
purchased) and to end CASP’s dominant market position, thereby opening the seed sector
to greater competition.

The recommendation to “break up” CASP has been supported by USAID since at least
1995. Benchmarks reforms were agreed to “sell or lease at least two of the 11 CASP seed
processing plants” (APCP 7) and “continue to implement the privatization of all seed
processing plants..[offering] at least 50% at reasonable prices by 30 September 1896.” In
April 2000 a report by RDVAPRP (#101) states that:

“When CASP is privatized, it is recommended that the agency be sold as a number
of separate components rather than as a single entity. This would prevent the
creation of a company so large that it would have the power to monopolize the
market.”

This recommendation was reiterated by the Egyptian Seed Association in a letter to the
Minister of Agriculture endorsing the study’s findings. Private seed companies fear that a
privatized CASP will have a near-monopoly in open-pollinated seed production and
continued access to indirect govemment support, making it hard for private companies to
compete. Several Egyptian and foreign experts are concemed about the possibility of
“replacing a regulated government monopoly with an unregulated private monopoly.”

For now, it appears that the GOE has decided to play down these concems and pursue the
“one company” strategy for privatization.

If one large company does emerge from this process, it will be important for the GOE to
ensure that competition between the new company and other private companies is fair and
that no “barriers to entry” are erected administratively to protect the new entity from heaithy
competition. Such competition, whether from local or intemational seed companies, benefits
farmers. Therefore the GOE will need to ensure that the new company is not given
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subsidies or regulatory advantages not also open t¢ all companies. For example, the new
company should not inherit CASP’s current legal monopoly on the production of “registered®
seeds — such production must be open to all qualified companies. Similarly, the new
company should not have privileged access to new varieties of crops developed by the
Govemment’s Agricultural Research Center.

Conflict of Interest during Distribution of New Varieties?

The introduction of new, improved varieties is one of the best ways a seed company can
expand its sales and market share. In Egypt, over 90% of all new varieties of field crops are
developed by the Agricultural Research Center, which then licenses them to seed production
companies (either private or CASP) in exchange for royalty payments. The ARC’s research
and development efforts are considered public services.

Private seed companies are concemed that if the ARC becomes an owner of one seed
company, it will tend to license its best new vareties to that particular company, rather than
making them available to all companies. The ARC will have a “conflict of interest” that may
inhibit it from dealing evenly with all companies. Private companies denied access to the
latest ARC varieties will be unable to compete with any company given privileged access.

In 1888, the ARC developed “variety release guidelines™ which outlined procedures to be
followed by the ARC when offering its new varieties to seed production companies. These
guidelines require neutral review of applications for licenses, based on the experience and
technical abilities of the applicants, with safeguards to assure that a number of different
companies are eventually selected for licenses.

The GOE will need to ensure that these guidelines are implemented strictly to promote
competition among a number of seed companies. Neutral implementation, however, may be
undermined by ARC ownership of one of the competing companies — namely the newly
privatized entity. It may be preferable, therefore, for ARC to avoid taking a direct ownership
position in any cne company. If the GOE wishes to hold 24% of the shares of the new
company, those shares might be held directly by the Ministry of Agriculture rather than by
the ARC.

A Model for the Privatization of other Government Entities?

The traditional route for privatization of government companies in Egypt has been to convert
them into Law 203 companies, which ¢an then be privatized according to that law, under the
supervision of a holding company within the Ministry of Public Enterprises.

For a variety of reasons, the Ministry of Agriculture wanted to explore altemative routes for
privatizing its seed entities. In response, RDI's privatization team lawyer -- Counselor
Ahmed Hassan — devised an altemative strategy, which is outlined in the Legal Issues
section of this report and in detail in Annex 5-8. This strategy — which involves essentially
converting these entities into in-kind contributions for the founding of new joint-venture
companies — may be useful in other cases where Ministries want to privatize other business-
like public entities without first converting them into Law 203 companies. The strategy is
promising but also complicated and untested. At this point it is too early to tell if it will work
for these seed entities, let alone for additional government entities.
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Annex 1: CASP/EAQ DISCOUNTED CASH FLOW CALCULATIONS
Seven Scenarios

1. All figures are in LE millions.

2. Aif fables assume 5 percent annual inflation for ail revenues and expenditures.

3. All calculations exclude depreciation and interest expenses. An annhual allowance
for capital expenditures has been added to cover the costs of maintaining the
productivity of the capital assets.

4. ltis assumed that all financial obligations {(debts} associated with these organizations
will be assumed by the state.

5. Tables are based on combining data from CASP and EAO income statements. Note that

EAQ revenues and costs from "seed processing for CASP" are exluded, as this

processing will become an internal affair when the organizations are combined.

Scenario 1: Revenues and expenses equal to 1999/2000

CASP/EAQ Scenario 1 {LE millions) Net present value:
Cost of Gowt. Other Capital | Net Cash
Income Sales G&A G&A Reserve Flow 12% £2.0
15% -52.1
186.8 1585.2 19.9 16.3 25 -7.0
196.2 163.0 20.9 17.1 26 -7.4
206.1 1711 21.9 18.0 2.8 7.7
216.4 179.7 23.0 18.9 2.9 -8.1
227.2 188.6 242 19.8 3.0 -8.5
238.5 198.1 254 208 3.2 -8.9
250.5 208.0 26.7 21.8 34 9.4
263.0 218.4 28.0 229 3.5 8.8
276.1 229.3 294 241 3.7 -10.3
289.9 240.8 308 253 39 -10.9
304.4 252.8 324 26.6 4.1 -11.4
319.7 265.4 34.0 27.9 4.3 -12.0
335.6 278.7 35.7 293 45 -12.6
3524 2027 37.5 30.7 47 -13.2
3700 307.3 394 32.3 4.9 -13.9
Page 1
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Scenario 2. Revenues and expenses equal {o the average of the last three years.

CASP/EAQ Scenario 2 (LE Millions)

Cost of Govt. Other Capital | Net Cash
Income Sales G&A G&A Reserve Flow

168.6 145.1 18.6 12.86 2.5 -7.7
177.0 1524 19.5 13.2 26 -8.0
185.8 160.0 20.5 13.9 2.8 -8.5
195.1 168.0 215 14.5 29 -8.9
204.9 176.4 2286 15.3 3.0 -9.3
215.1 185.2 23.7 18.0 32 -9.8
225.8 194.4 249 16.8 3.4 -10.3
237.2 204.2 26.1 17.7 35 -10.8
2490 214 4 274 18.6 3.7 -11.3
261.5 2251 28.8 19.5 39 -11.9
2746 236.4 30.2 205 4.1 -12.6
288.3 248.2 31.8 215 43 -13.1
302.7 2606 33.3 226 45 -13.8
317.9 2738 35.0 23.7 4.7 -14.5{
333.8| 287.3] 36.8| 24.9| 49 -15.2|

Net present value;

12%
15%

-67.9
-57.1

Scenario 3: Average of the last three years, with revenues and cost of sales
increased by 20 percent and G & A expenses kept constant.

CASP/EAQ Scenario 3 {LE Millions)

Net present value:

12%
15%

414
34.8

Income  Cost of Govt. Cther Capital Net Cash
Sales G&A G&A Reserve Flow
2023 173.3 18.6 126 25 4.7
212.4 182.0 19.5 13.2 26 4.9
223.0 181.1 205 139 28 -5.2
2342 2008 215 14.5 29 -5.4
2459 210.7 228 15.3 3.0 -5.7
258.2 2212 23.7 16.0 32 6.0
2711 2323 249 16.8 34 6.3
2846 2439 26.1 7.7 3.5 6.6
298.9 256.1 274 18.6 3.7 -8.9
313.8 268.9 28.8 19.5 3.9 7.2
320.5 2823 302 205 4.1 -7.8
346.0 296.4 318 215 43 -80
363.3 311.3 333 226 45 -8.4
381.4 326.8 35.0 237 4.7 8.8
400.5 343.2 36.8 249 4.9 8.3
Page 2
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Scenarioc 4: The average of the last three years with a 10% increase in revenues

and cost of raw materials and a 10% reduction in all other expenses.

CASP/EAQO Scenatio 4 (LE Millions)

Income  Cost of Govt. Other Capital Net Cash Net present value:
Sales G&A G&A Reserve Flow

12% 44.4

185.4 149.9 16.7 11.3 25 5.0 15% 37.3
1947 157.4 17.5 11.9 2.6 5.3
204.4 165.3 18.4 125 2.8 5.5
214.7 173.5 18.3 131 2.9 58
2254 182.2 203 13.7 3.0 6.1
236.7 191.3 213 14.4 3.2 6.4
2485 200.9 224 16.2 34 6.7
260.9 2109 235 15.9 3.5 7.1
274.0 2215 247 16.7 3.7 7.4
287.7 2325 259 17.5 38 7.8
302.0 2441 272 18.4 4.1 8.2
3171 256.4 286 19.3 43 8.6
333.0 269.2 30.0 263 4.5 9.0
349.6 2826 315 21.3 4.7 9.5
367.1 296.8 33.1 22.4 4.9 9.9

Scenario 5 : Average of the last three years with all expenses except cost of
raw materials reduced by 25%.
CASP/EAD Scenario 5 (LE Millions) Net present value:

Income | Cost of Gowvt. Other Capital | Net Cash

Sales G&A G&A Reserve Flow 12% 88.7

15% 74.5
168.6 133.2 139 9.4 25 9.5
177.0 139.8 14.6 9.9 26 10.0
185.8 146.8 154 10.4 28 10.5
195.1 154.2 16.1 109 2.9 11.0
204.9 161.9 16.9 11.5 3.0 11.6
2151 170.0 17.8 12.0 3.2 12.2
225.9 178.5 18.7 126 34 12.8
237.2 187.4 1986 13.3 3.5 13.4
248.0 196.8 2086 13.9 37 14.1
261.5 206.6 216 14.6 3.9 14.8
2746 216.8 22,7 15.4 4.1 15.5
2883 227.8 23.8 16.1 43 16.3
302.7 239.2 25.0 16.9 45 17.1
317.9 2511 26.3 17.8 47 18.0
333.8 263.7 276 18.7 4.9 18.9
350.4 276.9 28.9 19.6 5.2 19.8
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Scenario 6. Revenues equal to 1999/2000 but cost of sales recalculated based on
costing data presented in CASP "crop accounts”

CASP/EAQ Scenario 6 (LE millions) Net present value:

Cost of Gowvt. Other Capitai | Net Cash

Income Sales G&A G&A Reserve Flow 12% 49.0

15% 41.2
186.9 142.7 19.9 16.3 25 5.5
196.2 149.8 20.9 171 26 5.8
206.1 157.3 21.9 18.0 2.8 6.1
216.4 165.2 23.0 18.9 29 6.4
2272 173.4 242 19.8 3.0 6.7
238.5 182.1 25.4 20.8 32 7.1
250.5 191.2 26.7 21.8 34 7.4
2630 200.8 28.0 228 35 7.8
276.1 210.8 29.4 241 37 8.2
289.9 221.3 30.9 253 3.9 8.6
304 4 2324 324 26.6 4.1 9.0
319.7 244.0 340 27.9 4.3 9.5
335.6 256.2 357 29.3 45 9.9
3524 269.0 375 307 4.7 10.4
370.0 282.5 39.4 32.3 4.9 10.9

Note: Cost of sales based on crop by crop calculations by AudioConsult, using data ffrom the “crop accounts
of CASP, including significant reductions in costs for "employee incentives" and “commodity inputs” (these
line items appeared excessive and untikely to be incurred by a privately-managed company)

Scenario 7: Revenues calculated based on sales volumes projected by Makary, with costs calculated on the
projected volumes using data from the "crop accounts” of CASP

CASP/EAQ Scenario 7 (LE millions) Net present value:

Cost of Gowt. Other Capital | Net Cash

Income Sales G&A G&A Reserve Flow 12% -68.7

15% -48.1
172.1 1222 19.9 16.3 25 11.2
180.7 128.4 20.9 17.1 26 11.7
166.2 118.7 21.9 18.0 28 4.8
154.5 110.9 23.0 189 29 -1.2
143.1 104.6 24.2 19.8 3.0 -8.5
134.2 97.7 25.4 20.8 3.2 -12.9
134.0 97.7 26.7 21.8 34 -15.6
133.9 97.7 28.0 229 35 -18.2
134.0 102.6 29.4 241 37 257
134.1 107.7 30.9 25.3 3.9 -336
140.8 113.1 324 26.6 41 -353
147.8 118.7 34.0 279 4.3 -37.1
155.2 1247 35.7 29.3 4.5 -38.9
163.0 130.9 37.5 307 4.7 -40.9
171.1 137.4 394 32.3 4.9 -42.9

Note: Sales volumes based on "average projected sales of the proposed company” in Makary, Sep 2000.
Note: Cost of sales based on crop by crop calculations by AudioConsult, using data ffrom the “crop accounts
of CASP, including significant reductions in costs for "employee incentives” and "commodity inputs” (these
line items appeared excessive and unlikely to be incurred by a privately-managed company)

Page 4
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Annex 2: HSU Farms: Discounted Cash Flow Calculations

Scenario 1: Base Scenario Net present value:
Cost of Govt. Cther Net cash

Income sales G&A G&A flow 12% -97.5

15% -81.9
55.0 465 12.0 7.5 -11.0
57.8 48.8 12.6 7.9 -11.6
60.6 51.3 13.2 8.3 -12.1
63.7 53.8 13.9 8.7 -12.7
66.9 56.5 14.6 9.1 -13.4
702 59.3 15.3 96 -14.0
737 62.3 16.1 10.1 -14.7
774 65.4 16.9 106 -15.5
813 68.7 17.7 11.1 -16.3
85.3 72.1 18.6 11.6 -17.1
89.6 75.7 19.5 12.2 -17.9
94.1 79.5 20.5 12.8 -18.8
98.8 835 216 135 -19.8
103.7 87.7 22.6 14.1 -20.7
108.9 92.1 23.8 14.8 -21.8

Scenario 2: the base scenario with a 10 percent increase in revenues, no change
in the cost of goods sold, and a 10 percent reduction in G&A costs

Scenario 2 Net present value:
Cost of Govt. Other Net cash

Income sales G&A G&A flow 12% -31.9

15% -26.8
60.5 465 10.3 6.8 -3.6
63.5 48.8 1.3 7.1 -3.8
66.7 51.3 1.9 75 -4.0
70.0 53.8 125 7.9 -42
735 56.5 131 8.3 4.4
77.2 58.3 138 8.7 46
81.1 623 14.5 9.1 -4.8
85.1 65.4 15.2 9.6 -5.1
89.4 68.7 16.0 10.0 5.3
93.9 724 16.8 105 -5.6
98.5 75.7 17.6 11.1 -5.9
103.5 79.5 18.5 116 5.2
108.6 83.5 19.4 12.2 6.5
114.1 87.7 204 12.8 £.8
119.8 921 214 13.5 -7.1

DCF - HSU Farms Page 1



Scenario 3: scenario 2 with a 20 percent reduction in G&A costs insead of 10%.

Scenario 3 Net present value:
Cost of Govt. Other Net cash

income sales G&A G&A flow 12% -142

15% -11.9
60.5 465 96 6.0 -1.6
63.5 48.8 101 6.3 -1.7
66.7 513 106 66 -1.8
70.0 53.8 11.1 6.9 -1.9
735 56.5 11.7 7.3 -1.9
77.2 593 123 7.7 2.0
81.1 62.3 12.9 8.0 2.4
85.1 654 135 8.4 2.3
894 68.7 14.2 8.9 24
93.9 72.1 14.9 9.3 2.5
98.5 75.7 15.6 9.8 26
103.5 79.5 164 103 27
108.6 835 17.2 10.8 2.9
114.1 87.7 18.1 11.3 -3.0
119.8 921 19.0 11.9 -3.2

Scenario 4: the cash flow from renting 20,000 feddan of agricultural land at an
average annual rent of LE 1,000 per feddan

HSU Farms - Net Present Value of Usufruct Rights

200
21.0
221
232
243
255
26.8
281
295
310
326
34.2
359
37.7
39.6
416
437
458
481
50.5
53.1
56.7
58.5
614
64.5
67.7
71.1
747
78.4
82.3
86.4

Net present value:

15% LE 188.1 million

12% LE 247.1 million

DCF - HSU Farms
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Annex 3: CASP (alone) DISCOUNTED CASH FLOW CALCULATIONS

1. All figures are in LE millions.

2. Alltables assume 5 percent annual inflation for all revenues and expenditures.

3. All calculations exclude depreciation and interest expenses. An annual allowance
for capitai expenditures has been added to cover the costs of maintaining the

productivity of the capital assets.

Five Scenarios

4. it is assumed that all financiat obligations {debis) associated with these organizations
will be assumed by the state.

Scenario 1: Revenues and expenses equal to 1999/2000

CASP alone Scenario 1 (LE millions)

Cost of Gowt. Other Capital | Net Cash
income Sales G&A G&A Reserve Flow

186.4 151.4 19.8 13.4 25 -0.8
195.7 159.0 208 14.1 26 -0.8
205.5 166.9 21.9 14.8 28 0.9
215.8 175.3 230 15.5 29 -0.9
226.6 184.0 24,2 16.3 3.0 -1.0
2379 193.2 254 17.14 3.2 -1.0
249.8 202.9 26.7 18.0 3.4 -1.1
262.3 213.0 28.0 18.9 35 -1.1
275.4 223.7 29.4 19.8 3.7 -1.2
285.2 234.9 30.9 208 3.9 -1.2
303.6 246.6 32.4 21.8 4.1 -1.3
318.8 258.9 34.0 229 4.3 -1.4
3347 271.9 35.7 241 45 1.4
351.5 285.5 37.5 25.3 47 -1.5
368.1 299.8 39.4 26.5 4.9 -1.8

Net present value:

12%
15%

-71
-6.0

DCF - CASP-alone
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Scenario 2: Revenues and expenses equal to the average of the last three years.

CASP alone Scenario 2 (LE Millions)

Cost of Gowt. Other Capital [ Net Cash Net present value;
Income Sales G&A G&A Reserve Flow
12% -12.4
167.9 141.4 18.6 9.4 25 1.4 15% -10.4
176.3 148.4 19.5 9.9 286 -1.5
185.1 155.9 20.5 10.4 2.8 -156
194.4 163.6 21.5 10.9 29 -1.6
2041 171.8 226 11.4 3.0 17
2143 180.4 23.7 12.0 32 -1.8
225.0 189.4 24.9 126 34 -1.9
236.3 198.9 26.1 13.2 35 -2.0
248.1 208.9 27.4 13.9 3.7 2.1
260.5 219.3 28.8 14.6 3.9 -2.2
273.5 230.3 30.2 15.3 41 -23
287.2 241.8 31.8 16.1 4.3 -2.4
301.6 253.9 33.3 16.9 45 -2.5
316.7 266.6 350 7.7 4.7 2.6
3325  279.9| 36.8] 18.6] 4.9 2.8
Scenario 3: Average of the last three years, with revenues and cost of sales
increased by 20 percent and G & A expenses kept constant.
CASP alone Scenaric 3 (LE Millions) Net present value:
Income  Cost of Govt. Other Capital Net Cash
Sales G&A GE&A Reserve Flow 12% 12.5
15% 10.5
201.5 169.6 18.6 9.4 25 1.4
2116 178.1 19.5 9.9 2.6 15
2222 187.0 20.5 10.4 2.8 1.6
2333 196.4 2.5 10.9 29 1.6
244.9 208.2 226 11.4 3.0 17
257.2 216.5 237 12.0 32 1.8
2701 227.3 249 12.6 34 19
283.6 238.7 26.1 13.2 3.5 2.0
297.7 250.6 274 13.9 3.7 2.1
3126 2632 28.8 14.6 3.9 22
328.3 276.3 30.2 15.3 4.1 23
3447 290.1 31.8 16.1 4.3 24
361.8 3046 33.3 16.9 4.5 2.5
380.0 319.9 35.0 17.7 4.7 27
399.0 335.9 36.8 18.6 4.9 2.8

DCF - CASP-alone
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Scenario 4: The average of the last three years with a 10% increase in revenues

and cost of raw materials and a 10% reduction in all other expenses.

CASP alone Scenario 4 (LE Millions)

Income  Cost of Gowt. Other Capitai Net Cash Net present value:
Sales G&A GE&A Reserve Flow

12% 88.0

184.7 1471 16.7 8.5 25 9.9 15% 739
194.0 154.5 17.5 8.9 26 104
203.7 162.2 18.4 9.3 28 10.8
213.8 170.3 19.3 98 29 11.5
2245 178.8 20.3 10.3 3.0 12.1
2358 187.8 21.3 10.8 3.2 12.7
2476 197.2 224 11.3 3.4 13.3
259.9 207.0 23.5 11.9 3.5 14.0
2728 217.4 24.7 125 3.7 14.7
286.6 228.2 259 13.1 3.9 15.4
3009 238.7 27.2 13.8 4.1 16.2
3159 2516 28.6 14.5 4.3 17.0
3317 264.2 300 15.2 4.5 17.8
348.3 277.4 315 16.0 4.7 18.7
365.7 291.3 33.1 16.8 4.9 18.7

Scenario 5 ; Average of the last three years with ail expenses except cost of
raw materials reduced by 25%.
CASP alone Scenario 5 {LE Millions) Net present value;

Income | Costof Govt, Other Capital | Net Cash

Sales G&A G&A Reserve Flow 12% 126.3

15% 106.1
167.9 130.9 139 71 25 13.6
176.3 137.4 146 7.4 26 14.3
185.1 1443 15.4 7.8 2.8 15.0
194.4 151.5 16.1 8.2 2.9 15.7
204.1 159.1 16.9 86 3.0 16.5
2143 167.0 17.8 8.0 3.2 17.3
225.0 175.4 18.7 8.4 3.4 18.2
2363 184.2 19.6 9.9 35 19.1
2481 1934 206 10.4 3.7 20.1
260.5 203.0 216 10.9 3.9 21.1
2735 213.2 227 11.5 4.1 221
2872 223.9 23.8 12.1 43 23.2
301.6 235.0 250 127 45 24.4
316.7 246.8 263 13.3 4.7 256
3325 259.1 276 14.0 4.9 28.9
349.1 2721 28.9 14.7 5.2 28.2

DCF - CASP-alone
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Annex 4: Replacement Value Calcualtions

for CASP and EAQ Seed Stations and HSU Farmland

February 2001

Dr. Ahmed El-Behery

Methodojoqy

To assess replacement values, | visited all of the seed processing facilities of CASP
and EAQ and virtually all of the HSU-managed farms to be inlcuded in this
privatization plan.

In terms of the CASP and EAQ equipment, | estimated its replacement value — what
it would cost to purchase second-hand equipment in a similar state of repair — based
on my knowledge and experience with the used equipment market for agricultural
purposes {both international and domestic). in most cases, the “market values”
(values after depreciation) calculated by the Govemment Committee responsible for
the book vaiuation of these assets was reasonable. In these cases, | considered the
replacement vaiues to be equivalent to these values after depreciation. Sometimes
adjustments had to be made.

An inventory of HSU farm equipment could not be obtained in time {o be included in
this assessment.

The valuation of land was conducted in the following manner. The amount of land
associated with each processing facility or HSU farm was confirmed on-site. In
several cases the amount of land listed by the book value committee had to be
adjusted. Next the value of the land was estimated: What would it cost to buy this
iand or similar land today? Zoning for contruction or farming was held constant.
Values were estimated through inverviews of officials at the given facility or farm and
neighboring facitilities and farms. When possible, prices of recently sold lands in the
area were taken into account. In each case, after establishing a good estimate of the
perffeddan vaiue, | adjusted it downward to take account of discounts associated with
large transactions. Then, | multiplied the figure by the land area to establish an
estimated replacement value for the piece of land.

Valuation Criteria:

Seed Processing Stations:

1- Seed cleaning machines.

 Machines book value.
Ideal Operational hours\year based on machine lifetime & manufacturer
recornmendations.

+ Actual Operational hours\year.
Depreciation expenses.

¢ Current market value of a machine in similar condition based on US $
exchange rate, and the same brand name, purchased nationally or
internationally according to recent intemational prices.

3



Machine origin.

Maintenance efficiency.

Govermment imposed regulation on seed industry.

Management operating efficiency based on well-trained staff in each station.

2- Buildings, Stores & Silos.

Book value.

Year of constructing.

Estimated building lifetime.
Depreciation expense.

Recent market value \ meter square.

3- Land Valuation fore Seed Stations.

Booked vaiue.

Land selling price \ meter square according to Higher Supreme Committee for
Land Valuation

Community Infrastructures.

Land location from urban areas & continuations of the present activities.
Commercial market prices, based on recent sales of comparable land in their
respective locations

Horticultural Services Unit (HSU)

1-

)]
'

* @ & & & & 0 @

Field Crops Farms.

Farm size

Commercial market land value valuation based on the recent sales of
comparable land in their respective location. .

Farm infrastructure (road, electricity, communications systems...etc)
Average agricultural production per unit.

Market land rent value as of December 2000.

Farm location from urban areas.

Soil fertility.

Source of irrigation.

Drainage system efficiency.

Positive aspects of mass production especially the advantages of seed
multiplication.

Farms net revenues.

Horticulture Farms.

Farm size

Commercial market land value valuation based on the recent sales of
comparabie land in their respective location.

Farm infrastructure (road, electricity, communications systems... etc)
Farm location from urban areas.

Trees ages (Seedling price, seedling age, cost of treatments.... etc).
Kinds of trees.

Selling prices of similar govemment farms according to Higher Supreme
Committee for Land Valuation.

Market potentials & opportunities.

Farms net revenues.
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Summary Tables of Asset Valuation of CASP, EAQ, and HSU Farms

December 2000
Summary Table: Replacement Value of CASP Seed Processing Stations
- {LE miilions)
Present Replace.
Original Book Replacement Of which: Value
Cost Value Value Land Excl. land
{Committee) (APRP)
Sakha, cotton delinting 216 19.1 20.9 7.7 13.2
Sakha 152 9.0 26.2 16.8 94
El Gemaiza 0.4 - 7.2 6.9 03
South Tahrir 79 49 85 2.1 6.4
Nobaraya 8.8 5.7 11.0 23 8.7
Salheya 7.8 a8 63 0.3 ! 60 |
Kafr Sakr 4.8 28 7.2 34 38 |
Shirbin 5.0 29 6.2 | 29 33
Quesna 6.9 52 8.7 ! 38 49
Kafour El Nil 4.8 2.3 6.7 ! 2.2 4.5
Sids 7.6 47 16.3 10.1 6.2
Shousha 4.5 4.0 44 0.1 43
Beni Ghaleb 6.5 53 6.4 0.0 6.4
El Kharga 39 2.5 31 0.1 30
Total 105.7 73.2 139.2 58.7 1 80.4
Summary Table : Replacement Value of EAQ Seed Processing Stations
(LE miilions)
Original Present Replacement Replace.
Cost Book Value Of which: Value
Value {APRP) Land Excl. land
(Committee)
Tanta - 123 6.8 16.1 42 119
Mansoura 0.6 0.2 10.1 9.7 04
Damanhoar 1.5 0.5 6.2 50 1.2
Bahteem 2.7 0.8 87" 6.4 23
Bahteem 1.1 0.3 72 6.4 08
Shoubra (closed) 0.3 0.1 39: 3.7 0.2
Wadi El Nil (closed) 0.1 0.1 53 5.2 0.1
El Minya (ciosed) 03 0.1 8.8 8.6 02
Daruit 0.1 - 3.9 3.7 02
Total 19.0 8.9 70.24L 52.9 172.3




Summary Table - HSU Field Crop Farm Lands

Area Value Rent value

- . Location Govemorate {fd) (LE million) (LE/Afd)
Field crop fanms
Sakha Kafr El Sheik 1338 66.9 1200
Mahalet Moussa Kafr El Sheik - 438 229 1200
El Kherada Kafr El Sheik 2118 105.9 1200
Meseer Kafr El Sheik 2055 102.8 1200
Rowena Kafr El Sheik 2184 109.2 1200
Meet El Deeba Kafr El Sheik 1956 978 1200
Meshteher Qalubeya 197 9.9 1300
Kafr El Hamam Sharkya 82 49 1500
El Sarw Dakahlya 1359 68.0 1000
Edfena El Beheira 339 17.0 1200
Saft Khaled El Beheira 1416 70.8 1200
Tamia Fayoum 312 12.5 1200
El Blass Dametiya 593 297 1200
Bahteem Qalubeya 389 31.2 1500
Edko El Beheira 516 258 1200
Field crop/horticulture farms
Kafr Soliman Garbiya 260 13.0 1200
El Bosaly El Beheira 234 94 1100
El Gemeza Garbiya 937 46.9 1600
Komombo Aswan 99 50 1000
El Korashia Garbya 47 38 1500
Sids Beni Suef 506 25.3 1200
Shandaweel Sohag 291 145 1200
Malawy E] Minia 142 1.1 1200
El Sabahia Alexandria 36 31 1000
El Gabal El Asfar Qalubeya 1090 436 1400
El Mataana Qena 559 447 1500
Kom-Osheim El Fayoum 216 32 400
Kom-Osheim (water) El Fayoum 74 04 0
El Nubaria El Beheira 245 8.6 1000
Shabsher El Hessa Garbiya 17 1.1 1500
Total 20,062 1,005.0




Summary Table: HSU Horticulture Farm Lands

Area Value
Location - Govemorate (feddan) (LE miliion)

Harticulture farms
Qzha Qalubeya 43 4.1
El Fayoum El Fayoum 5 1.0
El Haram Giza 30 42
Abu Rawas Giza 30 4.1
Kafr Ashma Munofeya 57 4.0
Esna Qena 2 2
Aswan Aswan 5 1.0
El Zagazig Sharkya 4 3
Gezeret El She'er Qalubeya 147 199
Horticulture & field crop farms

" Kafr Soliman Garbiya 62 33
El Bossalty . El Beheira 119 7.2
El Gemneza Garbiya 75 64
Kom-Ombo Aswan 92 6.5
El Korashia Garbya 112 90
Sids Beni Suef 90 6.3
Shawandeel Sohag 126 10.2
Malawy El Minya &1 6.5
El Sobahia Alexandria 60 5.1
El Gabal El Asfar Qalubeya 783 62.7
El Mata'ana Qena 74 59
El Nubaria El Beheira 77 3.5
Shabsheer El Hessa Garbiya 36 31
Kom Oshiemn -El Fayoum 144 29
Abu Neima El Fayoum 12 1.2
Total 2,271 181.1

Conclusion

The 1able below shows the combined replacement value of the seed production sector assets under two
altemnative assumptions regarding what is to be transferred. Altemmative 1 includes all of the assets of
the three organizations as described above. Alternative 2 inciudes all of the CASP assets, but only the

four productive EAQ stations and only the usufruct rights to the HSU farms.

Table: Summary of Replacement Values

Alternative |

Alternative 2

CASP LE 139,2 million LE 139.2 million
EAQ LE 70.2 million LE 38.2 million
HSU Farms (land only) LE 1,200.0 million LE 188.0 miilion
Total LE 1,409.4 million LE 365.4 million

More detailed tables developed by the APRP engineer during site visits are artached,
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Central Administration for Seed Production

Sakha I)eleneating Unit - Seed Processing Station

’//’,P

5 Net Value Afwr PRI ERE
':»Book Value Depreciation | Market Value | APRP Value [Land Valug
#  fAssets | SLES LDeductlonL E. |l LE L.E.  |per m2/L.E.
Construction
Land (19140 m2) 7,656,000 7,656,000 7,656,000 7,656,000 400
Production
Buildings 1,792,293 1,702,678 1,702,678 1,702,678
Services & Utilities
Buildings
(3880301 L.E.)
Workshop - :
Building - 341,388 208,715 324,319 324,319
Raw-Materials .
Store 1,050,000 892,500 997,500 997,500
Final Product
Store 2,005,578 1,704,741 1,905,299 1,905,299
Trucks Scale ‘
Building 60,000 57,000 57,000 57,000
Electricity
___|Opperations 423,335 402,168 402,168 402,168
Administration
Buildings
(1106375 L.E.) e
Administration
Building 666,554 633,226 633,226 633,226
Sccurity Room 48,945 46,498 46,498 46,498
Gale Enterance :
Ollice 199,334 189,367 189,367 189,367
Sewage Network 135,212 128,451 128,451 128,451
Distinguish Network 56,230 42,173 53.419 53419




¥

Nﬁt Value After

'l
",
1

Book Value Deprecmtmn | "Market ValuQ ~APRP Valype |Land Value
Assets L, Deductmn LE. | =~ L.E . L.E. ' |per m2/L.E.
Production
Machines 6,137,550 4,603,163 5,830,673 5,830,673
Services & Utilities
Machines
(520000 L.E.)
Electricity s
_{Generators 350,000 218,750 332,500 332,500
Scale 100 tons 120,000 90,000 114,000 114,000
Tractor 50,000 37,500 47,500 47,500
Mecans of
Transportations
(175800 L.E.)
__|Cars 135,000 B 92,813 114,750 114,750
|Forklift 30,000 18,750 28,500 28,500
__[Molorcycle 10,800 7,425 8.865 8,865
Supplie &
Tools 27197 203,548 257.827 257,827
Furniture &
Office Utilities 04.555 50312 55,727 55,727
Total 21,604,171 19,075,778 20,886,267 20,886,267




Central Administration for Seed Production

Kafr El Shelk /Sakha Seed Processmg Statlon

| ) Ngt Value After RN PR
o Bogk Value Dgpreclatlon s Market Valqp APRP Value Land Valug

Assets - JLE. Deduction L.E, |LE LB |per m2/LE.
Constreuction Land
(42000 m2) 3,596,153 3,596,153 3,596,153 16,800,000 400
Processing Activily
Building 954,327 821,688 729,387 729,387
Services & Utilities
Buildings
(4676719 L.E.)
Workshop Building 15,000 . - 7.800 7,800
Stotage Unit 2,344,160 1,353,167 1,630,932 1,630,932
Silos 2,299,059 1,678,313 1,839,247 1,839,247
Scale Building. 18,500 13,935 11,620 11,620
Administration
Buildings (34000 L.E.)
Administration
Storage Room 19,000 - 10,200 10,200
Motor Pool
Sheds 5,000 3,050 3,500 3,500
Mosque Building 4,000 3,480 2,800 2,800
Sccurily Room 4,000 3,400 2,400 2,400
Car Wash 2,000 1,660 1,100 1,100

" |Production Machines
(686640 LE)
German Seed

_|Cleaning Machine | 15,000 - 12,000 12,000
Riiben Seed Clearner 574,000 - 459,200 459,200
Clover Seed Cleancr 522,600 - 444,210 444,210
Riiben Seed Clcancr 296,790 44,519 252,715 300,000




. i . N@t Vﬂllle Aft?r fiw,i -«*«- a nip & ‘
| | Bqak Yaluq Pepreciation . Market Valgj’g APRE Yalue {Land Value

# Assets . o JLE, 27 [Deduction L.E. LE. - JLE, per m2/L.E,

Celex Seed Cleaning 2,123,250 743,137 1,804,763 2,000,000

Sortex Seed Cleaner 35,000 - 26,250 26,250

Boby Seed Cleaner 120,000 - 15,000 15,000

Production Service

Machines 1,227,643 - 354,751 1,015,443 1,015,443

Means of '

Transportations

| (409590 L.E.)

Fork Lift 60,000 16,500 43,500 43,500

Cars Hydrulic Sack 37,350 20,543 31,745 31,745

Trailer 8,200 - 6,806 6,806

Convyor Belt 39,600 15,000 32,440 32,440

|Cars | 264,440 136,766 235,190 235,190

Motorcycles 18,400 9,900 14,400 14,400
| Services & Tools 563,528 139,716 473,414 473,414

Furniture & Office

Utilities 43,095 15,628 28,772 28,772

Total 15,210,095 8,971,306 12,730,987 | - 26,177,356




Central Administration for Seed Production

EI Gemaza I Gharbm Seed Procesqmg Station

R ITTS ',‘ \T”Hh‘*'* - Ijlr
SR | Net Value After NG -
- ’ Book Valuc Depreclataon Market Value APRP Valuc Land Value

Assets - L E.. Peduction L.E. ‘LE. L.E. per m2/L.E,
Construction Land
Area (3441,5 m2) 0 0 0 6,883,000 200
Processing Acvtivity
Buildings 90,000 5,400 45,000 45,000
Production Activity
Buildings
(55000 L.E.)
Sced Sheds 20,000 0 11,000 11,000
Seed Storage - 17,000 0 9,350 9,350
Anexx Storage 18,000 0 9,000 9,000
Adminstration Buildings
(55000 L.E.)
Garage and Sags Storage 20,000 0 11,000 11,000

~ {Spare Parts Store 20,000 0 10,000 10,000
Main Gate 15,000 5,400 8,250 8,250
Processing Activity
Machines 57,000 0 37,050 50,000
Production Services

~ [Machines (90000 L.E.)
|Tractors ' 24,000 0 15,100 15,100

Electricity Generalor 43,000 0 37,950 37,950




Net Value Affer

T

Ty i

, Book Value | Depreciation Market Value |  APRP Value |Land Value
Assets E L.E- - Deduc‘tiﬂn‘L.E- l LoE. o “ L.E. per m2/LL.E.
Electrical Motors 20,000 0 15,000 15,000
Air Compressor 3,000 0 2,400 2,400
Means of
Transportations :

Trailers 16,000 3,900 12,200 12,200
Bonvyor Belt 20,000 13,000 18,000 18,000
Cars { Pick Up) 38,000 0 24,700 24,700
Motorcycles 1,000 0 600 600
Supplies & Tools 2,220 1,179 1,777 1,777
Furniture 3,430 1,338 2,445 2,445
Total 427,650 30,217 270,822 7,166,772




Central Adminstration for Seed Production

SouthTahrlr Seed Processmg Stdtlon

‘| Net Yalue After -
Book Ya!ue Depret;mtmn . Market Value APRP Value |Land Value
Assets L.E. = IDeduetion L.E, LE. LE. - per m2/ L.E,
Construction
Land (21000 m2) 129,780 129,780 129,780 2,100,000 100
Processing Activity
Building 606,717 515,709 455,038 455,038
Services & Utilites :
Buildings
(4334045 L.E.)
Workshop
Buitding 127,844 111,863 102,275 102,275
Storage Unit 667,584 447,281 567,446 567,446
ISilos 2,456,876 2,088,345 2,088,345 2,088,345
Generator Rooms 14,671 7.337 12.470 12,470
Trucks Scale
Room 36,741 24,065 29.393 29,393
Roads ) 477,544 214,895 405912 405,912
Secds Shed 254,950 114,727 203,960 203,960




Net Value After--

‘H
¥

Tl

Land Value

Book Value Deprccsatlon Market Value APRB Val;m N
Assets LE, - . Deduction L.E. = |L.E, - LE. -~ " jperm2/L.E. ;'
Electricity Operation 297,835 260,606 253,160 253,160
Administration
| Buildings
(669193 L.E.)
Administration
Building 243,206 231,046 206,725 206,725
Administration
Storage Room 89,888 85,394 71,910 71,910
Fences 129,294 115,072 103,435 103,435
Security Rooms 14,479 13,755 11,583 11,583
Sewage Network 27,053 25,700 21,642 21,642
_|Rest Rooms 19,401 18,431 14,551 14,551
Motor Pool
|Sheds 120,867 20,150 21,494 21,494
{Distingush Network | 119,005 89,254 101,154 101,154
Machines & Tools
Sced Processing Plant 1,553,922 38,848 1,165,442 1,165,442 |




e e

oy rrevreprerrfrrY
Lo Al

m— Nét'V:ilhé'After? p— gt 8 t‘
| . quli Yalue Depregiation & Market Value . JAPRP-Value |Land Value
Assets. R | 9 0N - |Deduction LE.  L.E," N LE, per m2/ L.E,
Tractors 42 825 20,671 32,119 32,119 ‘
Electricity
Generator 85,000 46,750 72,250 72,250
Trucks Scale 80,000 28,000 60,000 60,000
Sags Sewing
Machines 2,700 1,485 2,025 2,025
Means Of
Transportation
(attached List) 158,970 100,573 130,881 130,881
Supplies & Utilities
(attached List) 14,137 9,263 10,780 10,780
Furniture &
Office Utilities 4,454 3,100 3,650 3,650
|Total 7,936,693 4,876,827 6,481,380 8,451,600
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Central Administration for Seed Production

EL Nobaria Seed Processing Station

Net Value After
Book Value |Depreciation Market Value JAPRP Value |Land Valye
Assets L.E. Deduction L.E. |L.E. L.E. per m2/L.E.
LAND
Construction land
Area (23100 m2) 410,584 410,584 410,584 2,310,000 100
BUILDINGS;
Processing Activity
Buildings
Operating Unit
Seed & Clovers Seeds 825,134 717,867 618,851 618,851
Servicies & Utilities
Production Buildings
(4066581 L.E.)
Silos 2,465,566 2,095,731 2,095,721 2,095,721
Workshop Buildings 114,573 100,251 97,387 97,387
Electrical
Opperations 37,145 32,511 31,573 31,573
Seed Sheds 294,330 132,448 235,464 235,464
|Generator Room 17,007 16,157 14,456 14,456
Storage Building | 490,718 328,781 392,574 392,574
Roads 647,242 291,259 517,794 517,794
Administrative
Buildings
(5945293 L.E.)
Administrative
Buildinig 249,644 237,162 212,197 212,197




SP

Net Value After

APRP Value

Book Value |Depreciation Market Value Land Value
Assets L.E. Deduction L.E. [|L.E. L.E. per m2/L.E.
Administrative '
Storage 88,352 83,934 75,099 75,099 '
Security Room 14,765 14,027 12,550 12,550
Motor Pool
Sheds 30,894 23,170 26,260 26,260
Fenses 111,890 99,582 89,512 89,512
Distinguish Network 20,790 15,592 17,672 17,672
Sewage Network 19,468 18,495 16,548 16,548
Rest Rooms 21,749 20,662 18,487 18,487
Trucks Scale '
Building 36,741 12,859 27,556 27,556
{Machines &Tools
Production Machines
Seed Processing
& Clover Machines 2,625,360 918,876 1,969,020 1,969,020
Services & Utilities :
Tools 244,230 100,924 196,153 2,000,000
Means of
Transportations
(55800 L.E.)
Means of
Transportations
Meansof )
Transportations
Trailers 25,800 17,530 20,650 20,650
Cars ( Pickup) 30,000 0 19,500 19,500




Net Value After

Book Value |[Depreciation Market Value [APRP Value [Land Value
Assets L.E. Deduction L.E. jL.E. L.E. per m2/L.E.
Tractors 0 0 0 130,000
Supplies & Tools 4,805 3,542 3,719 3,719
Furniture.& Office
Utlities 2,994 1,701 2,171 2,171
Total 8,829,781 5,693,645 7,121,498 10,954,761




£

Central Adminstration for Seed Production
El Salheya Seed Processing Station
: ::a e A R
onstration ‘

Land (40866m2) 490,392 490,392 490,392 286,062
Production Activity
Building
Opperating Unit 573,301 484,480 429,976 429,976
Servicies &
Utilities Buildings
(3968994 L.E.)
Storage Store 153,851 103,080 123,081 123,081
Workshop
Building 147,879 129,394 125,697 . 125,697
Silos 2,454,307 2,086,161 2,174,752 2,174,752

| Scale Room 36,741 31,230 29393 29,393
Electricity
Opperations 303,753 265,784 | 258,190 258,190
Generator

1 Rooms 17,683 16,799 15,031 15,031
Roads 628,221 282,699 502,577 502,577
Secd Sheds 226,559 151,795 181,247 181,247
Administration -
Buildings
(826235 L.E.)




s

Administration

Buildings 254,981 24,232 216,734 216,734 N
Administration : "
Storage rooms 111,693 94,939 94 939, 94,939
Fences 194,143 172,787 155,314 155,314

__|Rest Rooms 21,218 20,157 18,035 18,035
Security Room 32,299 30,684 27,454 27,454
Motor Pool
Shed 25,709 21,823 21,823 21,823
Sewage Network 36,673 34,839 31,172 31,172
Firing Network 149,519 112,139 127,091 127,091
Machines & Utilities
(Seed Processing) 1,553,922 38,843 1,165,442 1,165,442
Machines & Utilities

(242400 L.E)
Tractors 38,600 21,840 24,590 24,590
Generator 85.000 37,188 80,750 80,750
Scale 80 tons 80,000 20,000 04,000 64,000
Sags Machines 10,800 5,940 9,180 9,180
|
_|Air Compresor 10,500 5,775 8,925 8,925

Scale 5 tons 17,500 4,375 14,875 14,875




6.2

Means o

Transportations 165,570 88,337 144,885 144,885

Motorcycle 2,750 1,513 2,200 2,200 .
Supplies & Tools, 7,670 4,681 6,520 6,520

Furniture &

Office Utilities 4,374 3,720
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Central Administration for Seed Production

Kafr Sakr Seed Processing Station

Net Value After ' .
Book Value ]Deprecisation Market Value |APRP Value |Land Value

Assets L.E. Deduction L.E. |L.E. L.E. per m2
Construction Lands
Area (16800 m2) 504,000 504,000 504,000 3,360,000 200
Processing Activity
Buildings 85,000 38,250 63,750 63,750
Services Production
Buildings

" (1754886 L.E.)
Electricity
Operations 395,346 286,626 276,742 276,742
Generator Room 18,335 16,318 12,835 12,835

“|Storage Building 504,021 337,694 378,016 378,016
Storage Sheds 315,940 211,680 236,955 236,955

|Workshop '

|Buildings 100,981 73,211 75,736 75,736
Roads 403,336 181,501 302,503 302,503
Adminstration
Buildings

{(475891 L.E.)
Adminstation Building 386,611 344,084 289,958 289,958
Fenses 56,895 50,637 42,67 42,671
Sceurity Room 13,920 12,389 10,440 10,440
Rest Rooms 16,465 14,654 11,526 11,526
The Main Gate Office 2,000 1,780 1,400

1,400




Net Value After

Book Vaiue [Deprecisation Market Value JAPRP Value |Land Value

# Assets L.E. Deduction L.E. }JL.E. L.E. per m2

Production Machines 1,255,771 439,520 941,828 1,500,000

Supplies & Tools 439,700 83,435 370,945 370,945

Means of

Transportations

Cars 15,000 0 9,750 9,750

Convyor Belt 83,000 29,050 53,950 53,950

Trailers 7,000 2,450 4,550 4,550

Fork Lift 25,100 8,785 16,315 16,315

Motorcycles 6,600 4,950 5,610 5,610

Tools & Supplies 140,962 97,069 122,555 122,555

Furinture &

Office Utilities 29,736 19,446 24,697 24,697

Total 4,805,719 2,757,529 3,756,732 7,170,904




P

Central Administration for Seed Production

Sherbien Seed Processinﬁ Station

0
(L4

Book Value [Depreciation Market Value JAPRP Value |Land Value
Assets L-En Deduction LlEl L-Eo -LUE. pel’ mZ/I-hE.
Construction Land
Arca (14700 m2) 1,400,000 1,400,000 1,400,000 2,940,000 200
Processing Activity
Buildigns 73,000 57,670 58,400 58,400
Servicies & '
Production Utilities
Buildings
Workshop ,
Building 85,000 44,625 72,250 - 72,250
Sheds 174,000 74,820 147,900 147,900
Seeds Storage
Building 570,000 245,100 484,500 484,500
Genrator Room 20,000 16,600 17,000 17,000
Roads 62,000 3,100 49,600 49,600




és

Book Value |Depreciation Market Value JAPRP Value JLand Value
Electrical Operations 130,000 68,250 104,000 104,000
Scale Room 57,275 55,557 55,557 55,557
Administration
Buildings
(536000 L.E.)
Administration
Building 305,000 247,050 259,250 259,250
Storage Room 20,616 8,865 17,524 17,524
Security Room 16,464 13,336 13,994 13,994
~ |Rest Room 13,920 11,275 11,832 11,832
|Fenses 180,000 145,800 153,000 153,000
Production Macrhines 1,170,000 292,500 936,000 1,200,000
Servicies &
Production Tools 406,882 134,800 318,300 318,300




Book Value |Depreciation Market Value JAPRP Value |Land Value
Assets L.E. Deduction L.E. {L.E. L.E. per m2/L.E.,
I
Mecasn of
Transportation
Conveyor Belt 83,000 35,150 64,650 64,650
Trailers 21,000 6,500 15,200 15,200
ForkLift 45,000 0 27,000 27,000
Cars 84,000 36,750 63,000 63,000
Motorcycle 2,079 104 1,559 1,559
Servicies & Tools 47,633 23,884 41,689 41,689
Furniture&
Offices Utilitiles 59,755 27453 52,871 52,871
Total ° 5,026,624 2,949,189 4,365,076 6,169,076




g

Central Administration for Seed Production

Quesna Seed processmg Statlon :

g Net Yalue Aftﬁl'

T | Baok ' [Depreciation Markgt Value APRP Value Land Value
Assets T L,E. - [Deduction LE. - |L.E.. S | P © Iper m2/L.E.
Construction
Land(12600 m2) 1,260,000 1,260,000 1,260,000 3,780,000 300
Processing Activity
Building 884,496 574,922 751,822 751,822
Services & Utilities
Buildings
(2361668 L:E.)
Trucks Scale
Building 57,275 53,266 48,684 48,684
Silos 2,304,393 1,820,470 1,958,734 1,958,734
Production Services
Machines
(113600 L.E.)
Production Machines 2,123,250 1,380,113 1,804,763 2,000,000
Tractor 33,600 21,840 21,840 21,840
Frucks Scale 80 tons 80,000 52,000 68,000 68,000
Mesns of
Transportation
(106900 L.E.)
{Motorcycle) 6,750 3,238 4,538

4,538




m—

. . .

oo INet Yalue After | S
Book Value |Depreciation - [Market Value JAPRP Value [Land Value
Assets = LE.  |Deduction L.E, |LE. L.E. per m2/L.E.
(Trailers) 22,000 14,300 16,500 16,500
‘Nissan Pick up 78,150 53,728 66,428 66,428
Supplies & Tools 9,207 7,826 7,826 7,826
Furniture &
Office Utilities 4,155 3,028 3,242 3,242
|Total " 7 6,863,276 5,244,731 ' 6,012,377 8,727,614
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Central Administration for Seed Production

Katour EI Nlle

Fayoum Seed Processmg Statlon

[Nt Valye After I e §

_ Book Value Deprqc;atnon Market Value APRP Valpe Land Value
Assets IGE. Deduction L.E, |LE. = . L E. Per m2/L.B;
Land: '
Construction Land '
(33600m2) 0 0 0 10,080,000 300
Processing Activity T
Building Unit 573,301 487,306 429,976 429,976
Services & Utilities
Buildings
(3663977 L.E.)
Silos 2,073,868 1,762,788 1,866,481 1,866,481
Piscal Scale .
Room 36,741 31,230 27,556 27,556
Electricity '
Obperations 331,779 290,307 282,012 282,012
Generator Room 27,363 25,995 23,259 23,259
Workshop 121,802 106,577 103,532 103,532
Storage Unit 619,427 415,016 464,570 464,570
Sheds 130,935 87,726 104,748 104,748
Roads 322,062 144,928 257,650 - 257,650
Administration
Buildings (1177831 L.E.)
I'enses 190,968 169,962 152,774 152,774
Adminstration
Building 736,026 699,225 625,622 625,622
Adminstration ) .
Storage 91,236 77,551 177,551 .77,551
Rest Room 38,359 36,441 32,605 32,605
Sceurity Rooms 17,419 16,548 14,806 14,806




7/

",',- —

BN B Net Value After Bt
i quk Yall!e Depreciation Market Value"' APRP Value Land Value
Assets CLGE IDeduction L.E, {L.E. L.E, ~ fPer m2/L.E.
Motor Pool
Sheds 24,877 21,145 21,145 21,145
Sewage Network 10,150 9,643 8,628 8,628
Firing System 68,796 51,597 58,477 58,477
Productrion
Machines 1,553,922 38,843 1,165,442 1,165,442
Utilities & Supplies ' }
Machines 249,600 113,815 192,950 192,950
Mecans of
Transportations
(303000 L.E.)
Trailers 44,000 17,600 30,800 30,800
Convyor Belt 60,500 21,125 51,425 51,425
_|Cars (pick up) 197,500 86,418 154,375 154375
| Motrocycles) 1,000 0 450 450
Suppiieg_'& Utilities 22,293 13,736 18,949 18,949
Furniture & 7
Office Utilities 8,000 4,685 5,269 5269
Total B 7,551,924 4,730,207 6,171,052 16,251,052
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Central Administration for Seed Production

Sids / Bani Suiof Seed Processing Station

. Net Value After _ . .
BookValue [Depreciation Market Value JAPRP Value {Land Value
Assets LIEI Deduction L-Eu L-Eo Lch per mZIL.E-
Construction Land |
Area (11010 m2) 0 0 0 2,202,000 200
Processing Activity
Buildigs 298,300 229,691 238,640 238,640
Service Production
Building
(2143573 L.E.)
Silos 2,023,963 1,720,368 1,821,567 ‘ 1,821,567
Seeds Sheds 67,510 20,928 47,257 47,257
Workshop
Building 47,100 _ 24,728 37,680 37,680
Scale Room 5,000 4,050 4,000 4,000
Administration
Building
(48180 L.E.)
!
Administration B
Building 31,400 25,434 23,550 23,550




73

Net Value After

BookValue JDepreciation Market Value JAPRP Value {Land Value
Assets L.E. Deduction L.E. JL.E. L.E. per m2/L.E.
Security Room 6,280 5,088 4,710 4,710
Spare Parts
Room 3,500 2,835 2,800 2,800
Engenieers Room 3,500 2,835 2,800 2,800
Réstroom 3,500 2,835 2,800 2,800
~{Production Machines| 1,898,300 0 1,328,810 2,000,000
Seeds Cleaner 35,000 1,750 26,750 26,750
Production
Services
___ |Machines 201,550 165,032 160,013 160,013
Means of
Transportations
_|(186500 L.E)
Cars 72,500 31,719 61,625 61,625
H
ForkLift . 18,000 0 13,500 13,500




Net Value After | _ |

BookValue |Depreciation Market Value JAPRP Value jLand Value
Assets L-EO Ded“ctiﬂn LnEo L.E. Lch per mz/L.Eo
Trailers 18,000 0 13,500 13,500
Convyor Belt 72,500 18,125 58,000 58,000
Motrocycle 5,500 0 4,400 4,400
Supplies & Tools 17,283 9,207 13,035 13,035
Furniture&
Office Utilities 6,842 1,868 5,257 5,257
Total 4,835,528 2,266,493 3,870,694 6,743,884
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Central Administration for Seed Production

Shousha / EL Minia Seed Processing Station

1)
i

Book Value ' |Depreciation ~  [Market Value JAPRP Value }Land Value
Assets L.E. Deduction L.E. |L.E. L.E. per m2/L.E,
Land Construction
Area (25200m2) 47,056 47,056 47,056 75,600 3
Processing Activity
Buildings 90,000 90,000 90,000 90,000
Production Services
{Buildings
(1080808 L.E.)
Storage Building 501 ,000 501,000 501,000 501,000
Generator Room _20,000 20,000 20,000 20,000
Trucks Scale Room 80,000 80,000 80,000 80,000
Eleetric Transformer
Room 18,000 18,000 18,000 18,000
Workshop Room 120008 | . 120908 | 120908 120,908




/4

Book Value [Depreciation Market Value JAPRP Value JLand Value
Assets L.E. Deduction L.E. ]L.E. L.E. per m2/L.E.
Sheds 340,900 340,900 340,900 340,900 b
Adminisrtation
Buildings
(649062 L.E.)
Storages Building 34,000 34,000 34,000 . 34,060
Adminstration Building 391,610 391,610 391,610 391,610
Fenses 180,000 180,000 180,000 180,000
Securily Room 14,964 14,964 14,964 14,964
Rest Room 16,465 16,465 16,456 16,456
Sewage Neetwork 12,023 12,023 12,023 12,023
Production Machines 2,000,000 1,800,000 1,800,000 2,000,000
Production Services
Machines 170,450 101,512 141,793 141,793




4,383,312

Book Value |Depreciation Market Value |APRP Value |Land Value

Means of 3
Transportations
(369550 L.E.)
Trailers 21,800 12,260 16,350 16,350
Forklift 3 tons 24,000 0 18,000 18,000
Canveyor Belt 243,000 200,325 210,700 210,700
Pickup Cars 72,500 13,594 50,750 30,750
Transportations:
Motorcycle 8,250 6,188 7,013 7,013
Supplies & Hand Tools | 42,105 34,422 35,794 35,794
Furniture &

|Office Utilities 8,762 7,447 7,451 7451

|Total 4,457,793 4,042,674 4,154,768




Central Adminstration for Seed Production

Bani Ghalib - Asuit Seed Processing Station

Net Value After

S
R

1 ) ¢
B AR

- we - [Depreciatiop - |Market Yalye JAPRE Yajug [Land Value |
Assets " |Deduction L.E, " JL.E, - ': LE.: o 2 |per m2/L.E.
Land:
Construction Land
(54600 m2) 273,000 273,000 273,000 0 0
Actual Land Area
(38967 m2) 0 0 0 779.340 20
Production
Buildings 866,800 806,124 736,780 736,780
Services Building | : -
& Production Unit
(2627738 L.E )
‘{Seed Silos 2,303,393 1,819,680 1,957,884 1,957,884
Electricity
Opperations 122,128 114,336 103,809 103,809
Water Wills 144,942 109,431 123,201 T 123,201
Scale Room 57,275 53,266 48,684 48,684
Production
Machines 2,528,856 1,896,642 2,402,413 2,402,413
Production Services
Buildings
(139700 L.E)
Tractors 32,600 24,450 27,710 27,710
Scale (80 tons) 80,000 60,000 68,000 68,000
_|Air Comperssor 5,000 3,750 4,250 4,250
Scale 5,000 3,988 4,250 4,250
Frensh Scale 9,000 7,178 7,650 7,650
Sewing Machine 8,100 6,460 0,885 6.885




oo f oo iNet Valwe After 0 s

7 "|Book Yalue - [Depreciation  [Market Value |APRP Value |Land Value
Assets . ~ JLE. " [|DeductionLE. |LE. = JLE . |perm2/L.E.
Means of
Transportations
(84870 L.E.)
Trailers 33,870 24,313 31,632 31,632
Convey Belt 40,000 30,000 40,000 40,000
Motorcycle 11,000 8,250 11,000 11,000
Supplies &
Utilities 11,075 8,257 11,075 11,075
Furniture &
Office Utilities 5,161 3,868 4,388 4,388
Total 6,537,200 5,252,993 5,862,611 6,368,951




Central Administration for Seed Production

El Wadl EI Gedld Sced ProcessmgCenters

' Net Value After

< - |

;--}.\;-.m.'bmf'lvm‘ir_._!ﬂﬁ?ﬁ‘-' R

_ L quk Value Dgpxgmt;gq ; Market Value APRP-¥ajue JLand Value
Assets’ e ALBY . {Deduction L.E. {L.E. - T JLE. perm2/ L.E.
Construction '

Land (10000 m2) 100,000 100
Processing

Activity Building

Unit 328,583 279,296 246,437

Servicies &

Utilities Buildings

(1420098 L.E.)

- |Seed Storage Unit 315,098 211,116 252,048
Seed Sheds 188,447 126,259 150,758
Roads 268,392 120,776 214,714
Workshop 184,064 156,454 138,048
Electrical |
Opperations &

Generator set 410,763 359418 308,072
Piscal Scale Room 36,741 1 34,904 29,393
Gienerator Room 16,593 15,763 12,445
Administration o 1T
Buildings

(585127 L.E)
Adminstration )
Buildings 262,748 - 249,611 197,061
Fences 77,847 69,274 62,278
Adminstration :
Storage 124,815 106,093 93,611
Rest Rooms 23,139 21,982 15,040




.4

- o - — '
‘ | i e "%ij“ -w"“a"'f; ’g"}'}i"!‘-t' : :
i Net Value Aﬂer B _
ST Deprpcxatlon Market Value APRP Value Land Value
Assets .~ o LE : f |Deduction LE: IL.E. ~ ~ |LE. -~ “Iperm2/L.E.
Security Rooms 16,663 15,830 12,497
Motor Pool Sheds 24,499 20,824 18,374
Sewage 30,834 29,292 23,126
Firiing System 24,582 18,437 18,437
Production ) :
Machines 1,312,664 590,699 984,498
Production
Services
Machines 220,300 107,330 171,900
Mecans of
Transportations
Tracks 11,000 6,050 8,250
Utilities &
Services 13,000 5,901 }1,051
Furniture &
Office Utilities 3,870 1,389 1,973
Total 3,894,642 2,546,698 2,970,011 ‘




Egyptian Agricultural Organzation

Tanta Seed Processing Station

Book Value |[Depreciation |[Net Book Market Value JAPRP Value [Land Value

Assets L.E. L.E. Value L.E. L.E. L.E. per m2/L.E.
LAND: ‘
Construction Land
Area (6694 m2) 5,151 0 5,151 5,151 2,082,000 300

JOther Area ( 7175 m2) 0 0 0 0 2,152,500 300
BUILDINGS :
(2525479 L.E.)
Activity Production
Buildings 1,149,344 419,397 729,947 1,028,939 1,500,000
Services & '
Utilities
Buildings 1,349,577 199,764 1,149,813 1,182,203 1,182,203
Roads 26,558 26,558 0 21,246 21,246
Machines
(9522276 L.E.)
Production
Machines 9,457,809 4,608,016 4,849,793 7,566,247 9,000,000

[Services & Tools 64,467 48,782 15,685 39,890 39,890
Means of

~ |Transportation 2,000 881 1,119 1,600 1,600

|Supplies & Tools 187,513 184,414 3,099 65,863 65.863
Furniture &
Oflice Utilities

_|@6914 L.E)

Fueniture 7,438 5,806 1,632 4,720 4,720
Installations 3,222 1,763 1,459 2,203 2,203
Office Supplies 16,254 £1,238 5016 11,386 11,386
Total 12,269,333 5,506,619 6,762,714 9,929,448 16,063,611




Egyptian Agricultural Organization

EI Mansoura Seed Processmg Statlon‘

; _.*t"':;1> F e -"-
RN ue Deprwmtmq Net BOQk Marlwt Vﬂlﬂ& A?RP Value Land Value
Assets LR, e ValueLE, LE =+ JLE.. per mZ/L.E
LAND:
Construction
Land
Area (9658,72 m2) 19,317 0 19,317 19,317 9,659,720 1,000
BUILDINGS
(226349 L.E.)
Production
Buildings 6,932 6,932 0 3,466 30,000
Services & -
Utilities Buildings 219417 78,430 140,987 150,503 200,000
ROADS 93,742 93,742 0 70,307 100,000
MACHINES
(57046 L.E.)
Production
Machines 30,850 30,850 0 12,340 30,000
Services &
Utilities Machines 26,196 17,731 8,465 14,702 14,702
Mecans of
Transportations
Supplies &
Tools 147,304 146,099 1,205 45,382 45,382
Furniture &
Utitities (24003 L.E.)
Furniture 2,571 1,054 917 1,547 1,547
Installation 20,986 20,691 295 16,382 16,382
Office Supplies 446 302 . 144 304 304
Total S 567,761 396,431 171,330 334,250 10,098,037




&

Egyptian Agricultural Organization

Damanhour Seed Processing Station

Book Value | Depreciation | Net Book | Market Value | APRP Value | Land Value

# JAssets LE.”™ L.E. Value L.E. {L.E. L.E. per m2 / L.E.

LAND:

Construction land

Area (25200 m2) 6,440 0 6,440 6,440 5,040,000 200
| Buildings (1040237L.E.)

Production Buildings 427,736 409,281 18,455 299415 200,415

Services & Utilities ,

Buildings 612,501 143,219 469,282 445,378 445,378

Roads ‘ 0 0 0 0 30,000

Machines (265560 L.E.)

Production Machines 171,966 171,966 0 120,376 300,000

Services & Ultilities ‘

Machines 93,594 81,526 12,068 57,503 57,503

Means of

Transportations 10,000 1,594 8,406 7,000 not available

Supplies & Tools 140,065 127,185 12,880 60,365 60,365

Furniture &

Office Utilities
___|@S18L.E) I

Furniture 1,773 996 777 888 888

Installations 133 71 62 40 40

Office Supplies 612 28 84 266 266

Total ' 1,464,820 935,866 528,454 997,671 6,233,855

i
i




Egyptian Agricultural organization

Bahteem Crops Seed Processing Station

Land Value

Book Value [Depreciation |Net Book - |Market Value JAPRP Value
# Assets L.E. L.E. Value L.E. L.E. L.E. per m2 /L.E.
Land: ‘ ks
Constraction Land ,
Area ( 32083 m2) 0 0 0 0 6,424,600 200
Buildings (1412489 L.E.)
Activity Buildings 785,906 659,233 126,673 628,725 628,725
Servicies & Utilities :
Buildings 626,583 174,861 451,722 492,060 492,060
Roads 0 0 0 0 25,000
Machines (1250906 L.E.)
Production Machines 1,122,212 911,957 210,255 673,327 1,000,000
Services & Utilities
Machines 128,694 81,042 47,652 87,694 87,694
Means of
_{Transportations
i Supplies & Tools 33,128 31,471 1,657 15,697 15,697
Furniture & Office
Utlitties (14495 L.E.)
Furniture 1,981 1,144 837 1,347 1,347
Cstalladions 0 ) 9,680 9,384 296 3,794 5,794
_|Office Supplics 2,834 2,061 773 1,762 1,762
{Total 2,711,018 1,871,153 839,865 1,906,406 8,682,679
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Egyptian Agricultural Organization

Bahteem Vegetables Seed Processing Station

Book Value |[Depreciation |[Net Book  |Market Value |[APRP Value [Land Value
Assets L.E. L.E. Value L.E. [L.E, . L.E. per m2/L.E.
LAND:
Land Construction
Area 32083 m2 0 0 0 0 6,416,600 200
BUILDINGS (253620 L.E)
Processing Activity
Buildings 23,395 13,686 9,709 18,716 18,716
Services & Utilities : .
Buildings 164,291 32,076 132,215 131,283 131,283
Roads 65,934 15,165 50,769 49,451 49,451
Machines (792893 L.E)
Production Machines 764,914 631,054 133,860 535,440 535,440
Services & Utiltiies
Machines 27,979 22,064 5,915 14,839 14,839
Means of
Transportations
Supplies & Utilities 13,586 11,119 2,467 7,668 7.068
Furniture& '
Office Utilitics(11230 L.E)
Fumiture 3,031 2,787 244 1,816 1,816
Installation 5,458 5,447 ] 2,827 2,827
Office Supplies 2,841 1,873 968 1,898 1.898
Total 1,071,429 735,271 336,158 763,938 7,180,538




&2

Egyptian Agricultural Organization

Shoubra El Khema Seed Processing Station
Book Value [Depreciation [Net Book Market Value [APRP Value |Land Value
Assets L.E. - |LE. - Value L.E. LE, - L.E. Per m2/L.E,
LAND: Construction
Land
Area:3741,37 m? 20,000 0 20,000 20,000 3,741,000 1,000
BUILDINGS (77954
Processing '
Activity Buildings
18,485 18,485 0 12,940 12,940
Services &
Utilities
Buildings 59,418 22,155 37,263 39,625 39,625
Administration '
Buildings 0 0 0 0 0
Machines
(27290 L.E.)
Production
Machines 11,358 11,358 0 5,679 15,000




Book Value {Depreciation [Net Book Market Value {APRP Value {Land Value

# |Assets L.E. L.E. Value L.E. L.E. - tL.E, Per m2/L.E.

*Servises & Utilities ._

Machines 15,932 12857 . d 3,075 9,282 9282

Maecans of

Transportations

Supplies & :

Utilities . 191,014 ' 186,637 4377 87,025 87,025

Furniture & - :

Office Utilities

(16279 L.E.) |

Furniture 5,265 2,905 2,360 - 3,662 3,662

[nstallations 940 36 404 580 580

Office Supplies 10,074 5,659 4,415 6,365 6,365

Total 332,486 260,092 71,894 185,158 | 3,915,479

* Translerred to Bahteem
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Egyptian Agricultufal Organization

Wadi El Nile Seed Processing Station

Book Value |Depreciation |Net Book Market Value JAPRP Value |Land Value
Assets L.E. L.E. Value L.E. |L.E. L.E, Per m2/L.E,
LAND:
Construction Land
Area: (5185 m2) 19,732 0 19,732 19,732 5,185,000 1,000
BUILDINGS
(68494 L.E.)
Production Buildings 13,059 13,059 0 7,835 7,835
Services & Utilities
Buildings 55,435 16,241 39,194 39,308 39,308
Roads 0 0 0 0 10,000
MACHINES )
(19894 L.E.) ;
Production Machines 19,894 19,894 0 7,859 15,000
Services & Utilities . oo
Machines 0 0 0 (1 0
Means of
Transportation
|*Supplies & Utilities 20,172 18,052 2,120 10,646 10,646
Furniture& Office
Utilities (5663 L.E.)
Furnilure 4,032 2,931 1,101 2,360 2,360
Installations 492 460 32 295 295
Office Supplics 1,139 687 452 747 747
Total 133,955 71,324 62,631 88,782 5,271,191

* Transferred to Bahteem
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Egyptian Agricultural Organization

Bbék Value

El Menia El Seed Processing Station

1

W

Depreciation |Net Book ' |Market Yalue [APRP Value |Land Value
Assets L.E. L.E. Value L.LE. [JL.E." ' _IL.E. per m2
LAND: C '
Construction Land .
Area (17186 m?2) 8,656 0 8,656 - 8,656 8,593,000 500
BUIDINGS (154504 L.E)
Proocessing Activity '
Building 11,173 11,173 0 5,587 50,000
Servicies & Utilities
Building 143,331 39,908 103,423 103,973 103,973
Roads 0 0 0 0 5,000
Machines (421145 L.E.)
Production Machines 38,390 38,390 0 - 11,517 11,517
Servicies & Utilities
Machines 3,755 3,090 665 1,792 2,000
Mcans of Transportations
Supplies, Scale & Utilities 75,034 70,514 4,520 42,542 42,542
Furniture & Office
Utilities(3291 L.E) o
Furniture 1,405 845 560 926 926
Instalkation 43 26 17 27 27
Office Supplies 1,843 1,223 620 1,271 1,721
Total 283,630 165,169 118,461 176,291 8,810,706
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Egyptian Agricultural Organization

Dairout Seed Processing Station

Book Value }Depreciation [Net Book Market Value JAPRP Value JjLand Value
Assets LDE. L.EI Value LOEO LCE. LoEl per m2/ LCE-
LAND
Construction Land
Area 12360 m2 3,833 0 3,833 . 3,833 3,708,000 300
BUILDINGS (28218 L.E)
Processing Activity
Buildings 10,240 10,240 0 5,120 50,000
Servicies & Utilities
Buildings 6,187 2,031 4,156 3,549 50,000
Administration
Building 11,791 4,127 7,664 5,896 7,000
MACHINES
Production 1
Machines 31,350 31,350 0 12,540 30,000




Land Value

Book Value [Depreciation [Net Book Market Value JAPRP Value
Assets -L.E. LUE. value LoEc LnEo LoEo pel’ m2/ L-Eo
Servicies & Utilities
Machines 22,080 15,261 6,819 11,714 11,714
Means of
Transportations
Supplies & Utilities 7,891 6,673 1218 4,517 4,517
Fprnit'ure &
Office Utilities (5969 L.E)
Furniture 781 469 312 524 524
Installations 4,610 4,588 22 3,210 3,210
Office Supplies 578 387 191 414 414
Total 99,341 75,126 24,215 51,317 3,865,379




HS.U

Field Crops Farms

NO Area Governorate Farm Land Size Land Value Per Total ljand Rent Value Per Remarks
Fad Ker Sah faddan LE. Value in LE faddan/LE

| [Sakha Kafr Elshick 1337 | 23 18 50,000 66,899,479 1200

2 [Mahalct Moussa Kafr Elshick 457 15 ] 50,000 22,881,944 1200

3 [Elkarada IKafr Elshick | 2118 8 20 50,000 105,918,403 1200

4 [Mesacr Kafr Elshiek | 2055 4 17 50,000 102,759,809 1200

5 [Rewana Kafr Elshick | 2184 | 14 20 50,000 109,230,903 1200

6 [Mcct Eldibaa Kafr Elshick | 1956 | 0 14 50,000 97,801,215 1200

7 [Moshtuhor 1Qalubia 197 5 23 50,000 9,862,413 1500

8 [Kafr Elhamam Sharkia 82 5 16 60,000 4,934,167 1500 )
> 9 B! Serw Dakahlia 1359 |9 19 50,000 67.970.390] 1000 g
10 |Edfina " IBihira 339 8 6 | 50000 16,967,188 1200 £
11_ISaft Khalied __IBihira 1416 | 14 15 50,000 70,830,469 1200 %E
12 JTamia  [Faium 312 4 23 40,000 . 12,488,264 1200 E
13 |Elballasy [Dameyata 593 2 20 50,000 29,655,903 1200 4 3
14 [Bahtiem 10alubia 389 13 0 $0,000 31,163,333 1500 S5
15 {Edko Bihira 516 14 0 50,000 25,829,167 1200 g <
16_[Nekhel Sinai 23 |8 16 0 0 0 < &
17 JKafr Soliman Garbia 260 3 21 50,000 13,008,073 1200 § ':,,
18 [Elbossaly Bihira 233 19 23 40,000 9,353,264 1100 £ 2
19 [El Gemeza Garbia 937 9 B 50,000 46,870,052 1600 < 5
20 [Kom-ombo Aswan 99 2 7 50,000 4,954,774 1000 7 S
21 JEI Korashia Garbia 46 21 7 80,000 3,750,972 1500 =
22 [Sids BaniSuicf | 506 | 12 10 50,000 25,325,868 1200 EE
23 IShandawcee! - Sohaﬁ 290 20 21 50,000 14,543,490 1200 %
24 [Malawy Et Menia 142 8 y 50,000 7,117,448 1200 z
25 JEl Sabahia Alex, 36 6 0 85,000 . 3,081,250 1000 E
26 JEI Gabal El Asfar Qalubia 1090 2 3 40,000 43,603,542 1400 _

27 [El Mattana 1Qcna 559 7 7 80,000 44,744,306 1500




NO Area Governorate Land Value Per Total Land Rent Value Per
: Sah faddan LE, Value in LE faddan/LE
Water Lake 74 £ 000 370,000 0
29 JEI Nubaria Bihira 245 6 0 35,000 8,583,750 1000
30 JShabsher El Hessa §Garbia 17 13 i9 60,000 1,054,479 1500
31 1

Remarks
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et m—
il

Horticulture Farms

) Farm Land Size Land Value Total Land

NO Farm Name Farm Loction o Ko s 1 Per faddan/LE Value LE Remarks
I [Kaha Qalubia 48 8 21 85,000 IATIVEY I

2 [El Faium El Faium 5 0 0 200,000 1,000,000 § & 4

3 [Elharam Giza 30 19 3 135,000 41575788 8 8 &
4 JAbu Rawash Giza 30 17 10 135,000 4,147,969] o E §n g
5 JAsuit Asuit 9 0 0 0] T2 8 o
6 |Kafr Ashma Munofia 57 3 19 70,000 4,001,00] & 2%
7 [Esna Qena 2 2 0 80,000 166667 3 E ‘g é’
8 JAswan Aswan _5 0 0 200,000 1,000,000 _; ﬁ'g
9 _|Blzagazig ~ Sharkia 4 12 0 o 0oeo gro) & & '
10 3Gezicert El Shicer Qalubia 147 10 15 135,000 19,904,766 -
11 [Kafr Soliman Garbia 62 9 8 85,000 5,303,056 -

12 |EI Bossally [Bihira 119 1 60,000 7,150,104 3 o
13 |El Gemeza IGarbia 75 18 17 85,000 6,441,259 < &
14 JKom-Ombo Aswan 02 18 0 70,000 6,492,500] .8 £
15 JEl Korashia Garbia 112 3 12 80,000 8,971,667 by
16 [Sids " [Bani Suicf D 9 9 70,000 6,327,344 2
17_IShandaweel Sohag_ 126 | 22 7 80,000 10,154300] & 2
18 [Malawy El Menia 81 14§ 22 80,000 6,529.722 Eg
19 {6 Sabahica Alcx, 60 0 0 85.000 5.100000] & °
20 1Bl Gabal El Asfar  §Qalubia 783 20 2 80,000 62,706,944] E g
21 JE! Mattana Qcna 74 3 7 80,000 5,930,972} g-g
22_JE| Nubaria Bihira i 0 45,000 3,465.% P
23 _|Shabshicr El Hessa JGarbia 36 | 2 19 $5,000 3140720 - 8 &
24 [Kom Oshicm El Faiuem 144 0’ 0 20,000 2,880,000} *§ k

Abu Neima El Faiucm 12 0 0 100,000 1,200,000 =

v



Annex 5: {translation of Arabic Original)

Legal Procedures Establishing an Egyptian Joint-Stock Company For
Seed Production including Current In-Kind Assets and Provisions
Related Thereto
By Councilor Ahmed Hassan

Introduction:

Studies have formerly been conducted on the privatization of the seed
processing stations affiliated to the Central Administration for Seed
Production, CASP, together with a statement on the legal procedures
required to establish an Egyptian joint-stock company and a statement on the
legal terms and conditions related thereto.

In light of the discussions held with Dr. Youssef Abdel Rahman and officials in
CASP and the Horticuitural Services’ Unit, HSU, it has been decided that a
joint-stock company be established from the outset including the following
assets:

The Assets (i.e. lands, processing stations, warehouses and machines
affiliated to: :

1.The Horticultural Services’ Unit, HSU, affiliated to the National
Research Center:

e A unit of a special nature affiliated to the Research Center of a
juridicai person. In terms of general authorities, HSU is subject to
all laws applicable to scientific organizations. HSU has special
regulations lifting a number of governmental restrictions off HSU’s
back.

2.The Central Administration For Seed Production, CASP, in the Ministry
of Agriculture and Land Reclamation:

e A governmental body subject to all governmental rules and
regulations.

3.The Egyptian Agricultural Organization, EAO:

¢ A general authority of a juridical person.



Percentages of Shares Required:

24%, percentage of governmental bodies
40%, percentage of employees
36%, percentage of private-sector shareholders

Asset Inventory and Ownership Document Verification

Whether a private joint-stock company is established or a public
company, all assets included in the in-kind quota must be taken
stock of in details as well as preparing ownership documents related
thereto. This is due to the faet that such assets will constitute the in-
Kind capital that must be clarified in the articles of incorporation and
the statute of the company in depth. There must be stated that the
in-kind capital shall be transferred to the new company of which
shares shall be issued for shareholders equal to the in-kind shares.

Furthermore, there must be a preliminary report on asset valuation
prepared by specialized committees to be submitted to the asset
valuation verification committee concerned with establishing the
company together with articles of incorporation and the statute of the
company.

Unification of Ownership

Due to the multi-affiliation of the aforementioned assets and the
importance of unifying the governmental body owning the capital of
the company, the transfer of assets that will constitute the
government share under the name of the Agriculture Research
Center (HSU), as it is the establisher of the company, is inevitable.
Moreover, the share of such governmental body must be specified, a
matter that would necessitate the issuance of a presidential decree
to transfer the abovementioned assets. However, it would be
appropriate to include all the former procedures in one presidential
decree.

Determination of Employee Ownership

Due to the fact that employees working in these organizations are
set to have a share of 40% approximately of the asset value
representing the inkind share, a decision must be taken specifying
that owners of the in-kind share under valuation are the employees
and the Agricultural Research Center in order to compute the
employee percentage out of the private sector share, prior to the

2
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incorporation of the company. This is due to the fact that if the in-
kind share is computed on incorporation as part of the government
share, it will exceed 51% of the capital, thus making the company a
public sector one and not a private sector company.

Terms and Conditions of Establishing a Private-Sector
Company:

In accordance with provisions of the Law no.97 of 1983 promuigating
Public-sector companies and organizations and the executive
regulation related thereto, a company is deemed a public sector one
if the share percentage of public sector companies, organizations,
and banks reaches 51% of the company capital (Article 18).

Moreover, In accordance with, Law no.203 of 1991 promuigating
public enterprise companies and the executive regulation related
thereto,. @ company is affiliated to the Public Enterprise Sector if the
holding companies and other affiliated companies own more than
50% of the company capital (Article 16).

In order to establish a private sector joint stock company, the
government and public sector organizations and companies share
must fall below 50%. Thus, this condition must be taken into
consideration, in other words, if the government contribution is
through the in-kind share, such share must be less than 50% so that
the residual cash share of the capital would be at least 51%.

The !mportance of the Feasibility Study in Determining the
Capital:

Due to the fact that one of the purposes of establishing the private
sector joint-stock company is to achieve profit, shareholders must be
attracted to buy the company shares by conducting a study on
achieving profits against the saving base, bearing in mind that such
information must be made available before offering the shares to
other shareholders.

Since the current status of in-kind share, whether owned by the
government or the employees will be included in the company
capital, a cash share will be required from private sector
shareholders.

7%



Undoubtedly, the study conducted by economists and financial
experts will clarify how cost effective will both the in-kind and cash
shares be, whatever their value may be together.

In order to reduce the percentage of the in-kind share in the capital
as much as possible, titles to be transferred must be specified
together with parts where the usufruct right will be applied, after
obtaining the approval of the authorities concerned so that the
capital would not totally be in the form of in-kind shares.

Consequently, in-kind assets to be transferred to the company must
be specified as well as assets that will apply the usufruct right.

The Possibility of establishing a Joint-Stock Company under

the New Investment Incentives Law no. 8 of 1997:

This law gives many privileges, most important of which are the
immediate incorporation of the company and the tax exemption from
company profits for 5 years for companies established under such
law. :

in order to establish a company under the provisions of the
aforementioned law, the company must carry out one of the activities
set forth in Arlicle 1in the law and the executive regulation related
thereto, which is as follows:

- Reclamation and cultivation arid and desert lands

- Livestock, poultry and fish production

- Industry including industrial activities that would change raw
materials and their shape through mixing, processing and shaping
them

Accordingly, if the object of establishing the company is restricted to
producing, processing and improving the varieties of seeds and
fertilizers only, without any commercial or importing activity, the
company can be established under the provisions of this law and it
can make use of the privileges allowing for tax exemption and
immediate incorporation of the company.

An attempt will be done with the General Authority for Investment to
approve the aforementioned. This might also necessitate a letter
directed from the Deputy Prime Minister to the Minister of Economy
to facilitate the incorporation procedures in the framework of this law.
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The Role of the Central Audit Agency in Auditing the Company
Accounts after Iincorporation:

In accordance with Article 3 of Law 144 of 1988 promulgating the
Central Audit Agency, CAA, the agency scope of specialization
includes companies that are not considered public sector companies
but where public sector companies or banks hold a share of no less
than 25% of its capital.

in other words if the government share, whether direct share or
through public companies and organizations, reaches 25% of the
company capital, the CAA must audit the company accounts.
However, this matter does not prevent the presence of another
auditor besides the CAA.

If the government share is less than 25% of the company capital, the
CAA shall have nothing to do with auditing the company accounts.

It is agreed upon that the government share should not exceed 24%
of the company capital so that the employees would have a share in
the asset ownership, upon which they would be granted assets
against in-kind shares.

How can the Employees own Shares?

Employees can own shares either through establishing an employee
Shareholder Union in the new company including all company
employees in accordance with Law no. 95 of 1991 promulgating
capital market and the executive regulation related thereto. Such
union shall be an independent juridical person provided thatthe
union statute organizes methods through which employees can
benefit from their respective shares.

Or through distributing shares on employees in accordance with the
rules specified formerly. However, in both cases, a presidential
decree must be issued stipulating he employee rights.

Undoubtedly, the number of shareholder employees shall be
quite large. '
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Can a public sector company be established of a capital only _

confined to in-kind shares, and then such shares would be sold
later?

Public sector companies are still governed by Law no. 97 of 1983
and its executive regulation.

A decree establishing the company shall be issued by the minister
concerned, where the articles of incorporation and the statute of
the company shall be attached thereto.

The law states that one of the company incorporators should
either be a public authority or a public juridical person.

In-kind shares shall be valuated through a committee formed by a

decree from the minister concerned and the membership of
representatives from the Ministry of Finance and the Central Audit
Agency.

In-kind shares provided by the public authority may be in the form
of a concession or a usufruct right to part of the public money or
other affiliated rights. Valuation of such in-kind shares must be
approved by the General Meeting.

It is noted that after the incorporation of the company as a public
sector one, shares owned by the government or the public sector
company must be sold (Article 27).

The only way of selling such shares shall be through transferring
the company to Law no. 203 of 1991 promuigating public sector
companies as companies affiliated to holding companies.
However, the former necessitates the issuance of a decree by the
Prime Minster (with authorization from the president. in such a

. case, the company will be subject to the supervision and
monitoring of the Ministry of Public Enterprises).

Can we establish a public sector company from the outset, and
then sell its shares to employees and third parties?

- Law no.203 of 1991 governs public enterprise sector companies
and executive regulations thereof.

- The affiliated joint-stock company may be established provided
that the holding company, public banks and insurance companies

6
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own no less than 51%. The decree establishing the company
shall state its affiliation to the holding company.

The capital of such company can be in-kind shares and third
parties can also have shares.

Minister of Public Enterprises shall issue a decree establishing
the affiliated company. The articles of incorporation ant the statute
of the company shall be attached to the decree.

A committee formed by a decree from the Minister of Public
Enterprises shall carry out the verification of the in-kind share
valuation. Such committee shall be chaired by a councilor and
shall consist of a technical, legal, accounting and economic expert
as well as representatives from the holding company, Ministry of
Finance and the Central Audit Agency. The Minister must approve
such valuation.

The company shares shall be liable to sale once it has been
established (registered in the commercial register) even if such

. shares are in return of in-kind shares or shares of incorporators, a

matter contrary to the clause stated in the law of joint-stock
companies preventing the sale of shares given in return of in-kind
shares or shares of incorporators, except after the publication of a
-two fiscal year balance sheet.

In other words, the company can sell its shares :mmediate!y after
incorporation to employees or third parties.

However, the former necessitates that one of the holding
companies shall be responsible for the company incorporation
procedures. Hence, such company shall be affiliated to holding
companies after its incorporation and thus, subject to the
supervision of the Minister of Public Enterprises and the Minster
of Agriculture.

Intricacy of Alternatives Proposed to establish a Public Sector
Company:

It is evident from the aforementioned that there are some difficuities
or obstacles, not related to legal issues, that may impede the
incorporation of a public or a public enterprise sector company, in
spite of the simplicity of the incorporation procedures and resorting
to the share selling option because the company then will not be
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under the supervision of the Ministry of Agriculture but rather the
Ministry of Public Enterprises.

The matter that runs in favor of establishing a joint-stock company
from the very beginning as formerly referred to. A statement of
valuation procedures of in-kind shares when establishing such
company is included in the following:

Methods and Procedures Valuating the In-kind Shares of the
Private Sector Company:

Law no. 159 of 1981 promulgating holding companies and executive
regulations thereof and laws no. 85 of 1992 promulgating capital
markets have stated methods, procedures, ways of grievance, and
ratification of in-kind shares as follows:

Preliminary Valuation of In-kind Shares and the Specialized
Committee:

If material or immaterial in-kind shares are included in the capital of
Joint-Stock company or a Limited by Shares Company, incorporators
or board of directors must request from the Administration Body
concerned to verify if such shares have been valuated soundly.

A committee formed by The General Authority for Capital Market
shall conduct such valuation under the chairmanship of a councilor
of a judicial body and the membership of experts in fields of
economy, accounting, law, and technicalities to be chosen by this
body. If the in-kind share is owned by the government or one of the
general authorities or public sector companies then representatives
from the Ministry of Finance and the National Investment Bank shall
also be included in this committee. The committee shall submit its
report in a period that does not exceed 60 days starting from the
date it has received the documents.

if the one of the abovementioned bodies owns the in-kind share,
incorporators or board of directors shall, two weeks prior to the
meeting set to discuss the report, distribute the committee report on
partners and the Central Audit Agency, CAA.

The value of such shares shall not be finalized until approved by the
majority of subscriber group or partners possessing two thirds of the
shares or cash contributions, after discarding shares owned by the
abovementioned shareholders. Share presenters shall not have the



right to vote in relation to approval of share values, even if they are
shareholders or owners of cash shares.

if it becomes evident that the value of the in-kind share is less than
one fifth of the value set forth, the company then should reduce the
capital to maich such decrease.

However, share presenter may pay the difference in cash or he may
withdraw. In-kind shares shall only be shares of a fully paid value.

Incorporators shall conduct a prelirhinary valuation of such in-kind
shares and they may resort to experienced accountants, technicians

and others, after providing them with all necessary documents.

related thereto.

Incorporators shall, after signing the preliminary preliminary articles
of incorporation and prior to the subscription deadline of cash
shares, submit a request to the General Authority for Capital Markets
demanding the verification of the valuation of the in-kind shares.
Such request shall include all data and facts related to the in-kind
shares to be valuated as well as the name of partnher(s), who
submitted this request. A copy of the preliminary preliminary articles
of incorporation, statute of the company, preliminary report
conducted to valuate in-kind shares upon request of incorporators,
and necessary documents shall be attached thereto.

Incorporators shall pay the sum of money specified by the Authority
as part of the fees of experts assigned to undertake this task.

The First General Meeting:

The first General Meeting of the company shall be held, upon an
invitation from the incorporators or by proxy, within a month of the
subscription closing or after the deadline of submitting the report of
in-kind share valuation, whichever is nearer.

All partners have the right to attend this meeting, whatever the
number of their shares or contributions may be.

The chairmanship of the General Meeting shall be given to the
incorporator with the greatest sum of shares or contributions. The
General Meeting shall elect a secretary general and vote counters.

The Chairman, secretary general and vote counters shail sign the
session minutes.
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For the validity of the General Meeting session, at least partners
owning half of the issued capital must attend the meeting.

If the quorum set forth in the former article is not established,
another meeting should be held within 15 days of the prior one.

The second General Meeting shall be valid if the number of partners
represents at least quarter of the issued capital. Decisions of the
General Meeting shall be issued with a majority of votes
representing the shares and contributions of attendants, unless the
law states a special majority in certain matters. The meeting shall
take the following into consideration:

1-Valuating in-kind shares as set forth in the report of the committee
concerned.

2-The incorporators report on the incorporation of the company and
the expenditure related thereto.

3-Approval upon the statute of the company, the General Meeting
shall not introduce any amendments to the statute without the
approval of the incorporators and the majority of the partners
representing at least two thirds of the capital.

4-Approval of members of board of directors and the financial
auditor.

Distribution of Committee Report on Subscribers, Partners, and
Members of the General Meeting:

Incorporators or board of directors shall, at least two weeks prior to
the General Meeting, distribute the committee report on subscribers,
partners, members of the General Meeting, and the Central Audit
Agency, if the in-kind share is owned by the government, one of the
Public Authorities or public companies.

Distribution shall take place by sending the report copies to parties
concerned by a registered mail, return receipt acknowledged,
according to their addresses set forth in the stock certificates, or by
leaving it in the specified legal selected domicile of the company.
Moreover an advertisement must be made in the newspapers about
such report as well as delivering a report copy to a subscriber or a
partner.
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General Meeting Approval of In-kind Shares:

If the valuation of the inkind shares is, after the approval of the General
Meeting, less than one fifth of the value formerly set, the company then shall
reduce the issued capital to match such decrease, unless the holder of the in-
kind share pays the difference in cash or withdraws.

The ownership of the in-kind share shall be solely to owner, undisputable,
and totally assigned to the company. In such a case the share presenter shall
be given in-kind shares equal to the final valuation approved by the General
Meeting. The value of such shares shall be considered to be paid fully.

The Call for the General Meeting:

The call for the General Meeting should include the name, object, and capital
of the company as well as the meeting’s agenda, time and place.

Where a.quorum for the first meeting has not been fulfilled, the second
General Meeting shall be convened within the subsequent 15 days.

The announcement for the meeting shall be published in two daily
newspapers, at least one written in the Arabic language, 8 days prior to the
meeting set date. The invitation could also be directed to partners or
subscribers by a registered mail, return receipt acknowledged, according to
the addresses stated in the stock certificates or other documents.

The right to attend the General Meeting:

Each subscriber or shareholder shall, no matter how many shares he\she
owns, have the right to attend in person the General Meeting. Attending by
Proxy shall not be allowed, except if given to one of the subscribers or
shareholders by a written proxy.

Chairmanship and Secretariat of the General Meeting:

The chairmanship of the General Meeting shall be assigned to the
incorporator with the largest contribution, who accepts such position. in case
of equal contributions between incorporators, chairmanship shall be given by
a lot. The General Meeting shall select a secretary general and a vote
counter.
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The secretary general shall record the quorum, deliberations, resolutions,
number of abstentions and votes cast for each resolution as well as all issues
demanded to be recorded by attendants. Names of subscribers, and
shareholders attending the General Meeting shall also be documented in a
special register proving their attendance in person or by proxy.

The minutes and register referred to shall signed by the Chairman, secretary
and vote counter.

The Necessity of Issuing a Presidential Decree:

Due: to the fact that the seed production activity is assigned to governmental
bodies and, thus, the assets related thereof are owned by such bodies, a
matter that necessitates transferring shares to employees, a presidential
decree must be issued from the outset including the following:

1. Transferring the seed production activity from all units of the Ministry of
Agriculture to the private sector, subject to the supervision and
certification of the Ministry of Agriculture.

2. Transferring title of assets to employees by a percentage not exceeding
40% of asset in the form of in-kind shares in the company.

3. Transferring the fitle of the rest of the assets to the Agriculture
Research Center (Horticultural Services Unit, HSU).

4 Transferring all assets as in-kind shares to capital of a private sector
joint-stock company, to be established for this purpose after valuation in
accordance with the law and partnership of both the employees and the
private sector.

5. Authorizing Deputy Prime Minister\Minster of Agriculture and Land
Reclamation in executing such decree and setting forth terms and
conditions required to complete procedures needed to privatize this
sector and establish the company.

Offering Company Shares in Public Subscription:

Offering the corhpany shares in a public subscription requires the following
procedures:

1. Signing the preliminary preliminary articles of incorporation and the
company statute by the incorporators or their agent.
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2. Drafting and endorsing the prospectus by the auditor as well as
submitting the prospectus, the preliminary articles of incorporation and
the statute of the company to the General Authority for Capital Market
for endorsement (according to the model required in this concern).

3. Incorporators’ payment of at least 10% of their contributions and
submittal of evidencing certificate related thereof, provided that such
percentage would increase to the quarter within 3 months.

4. Notifying the General Authority for Capital Markets of share issuance
and payment of required fees.

5. Publishing the prospectus in two daily or famous newspapers. Public
subscription shall not commence except after the lapse of 15 days of
publication. Such publication shall continue for a month time.

6. Subscription shall take place through a bank authorized to receive
subscriptions. : :

7. Each subscriber shall pay 10% of the value of shares required and
issuance fees announced, provided that such percentage would
increase to the quarter within 3 months.

8. If subscribed capital shares exceed the issued capital shares by the
increase of demanded shares against offered ones, contributions in
excess shall be distributed after the end of the subscription period.

9. Each subscriber shall be given a certificate stating the number of his
shares after distribution.

10. The First General Meeting shall be called to endorse the
procedures taken and select members of board of directors
representing shareholders from the public subscription.

Restrictions on Shares Corresponding to In-kind and Incorporators
Shares in the Private Company:

Article 45 of Law 159 of 1981 promulgating Joint-Stock companies states
the following:

“Incorporation contributions and shares, given in return of in-kind shares,
shall not be distributed. Furthermore, shares subscribed by company
incorporators shall not be circulated before the publication of the balance
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sheet, the profit and loss account and other documents related thereto for
two full fiscal years, from the date of the company incorporation.”
Percentage to Be Subscribed by Company Incorporators:

Article 41 of the Executive Regulation of Capital Market Law no. 95 of
1992 states that:

“The issued capital of each Joint-Stock Company and Partnerships Limited
by shares, offering its shares for public subscription, must not be less than
L.E. one million, provided that what is being subscribed by incorporators
must not be less than half of the issued capital.”

In other words, prior to endorsing the prospectus from the General
Authority for Capital Markets, incorporators must subscribe in 50% of the
capital and pay the sums required by law in relation to cash shares or
endorse the valuation of the in-kind share in a manner that would cover
such a percentage.

Percentage to Be Offered in Public Subscription:

Article 61 of the Executive Regulation of Law 159 of 1981 promulgating
joint-stock companies states the following:

“Shares to be offered in public subscription must not be less than 35% of
the total cash shares.”

Basic Data and Special Procedures to Incorporate a Joint-Stock
Company in accordance with Investment Law or Company Law:

incorporators: must not be less than 3, whether a natural or a juridical
person.

Contribution percentages: percentage of the contribution of each
incorporator must be specified. There are no restrictions upon such
percentages.

Company Name: the name of the company must be derived from its
object and must not be confused with another company’s name. ltis
proposed that the name of the company would be “The Egyptian Company
for Seed Production.

Company Object: the object of the company must be in the framework
specified by the law and the executive regulation thereof i.e. producing,
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developing, importing and trading in seeds as well as foreign company
representation, if the company is established under Law 159 of 1981.
However, if the company is established under Investment Law no. 8 of
1997, the company activity will be confined to producing and developing of
seeds only, with no trading activity.

Investment Costs: should be specified approximately.
Capital:

i. Capital Allowed: It is proposed to be three fold of the issued capital.

ii. Capital Issued: It should include the in-kind share (cash share paid
must not be less than 10%) and it shall be deposited in the bank to
complete incorporation procedures. :

Share Value: It is proposed to be L.E.10.

Board of Directors: should not be formed with less than 3 shareholders.
Two experienced members could also be included. Names of members of
board of directors must be specified, whether in their personal capacities or
as representatives of juridical persons in the statute.

W
Auditor: should be appointed from those chartered to audit joint-stock
companies.

Legal Consultant: should be specified.

Incorporators Agent: A power of attorney must be issued by incorporators
for the selected agent to conduct company incorporation procedures in
concerned bodies and sign on behalf of incorporators until incorporation
procedures are completed and handed to board of directors.

Public Subscription: a prospectus must be drafted and endorsed by the
auditor and the General Authority for Capital Markets.

The company preliminary articles of incorporation and statute must also be
drafted.

Valuation of the In-Kind Share: the in-kind share constituting the capital
must be specified, a preliminary report must be prepared, a valuation
verification committee must be formed from the General Authority for Capital
Market and fees of no more than ten thousand Egyptian pounds (L.E. 10,000)
must be paid.
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Submission of Applications:

1.Company Authority: in the event of incorporating a joint-stock
company in accordance with Law no. 159 of 1991, or in the event of
incorporating a company of objects related to the Investment Law (dual

activities).

2.General Authority for Investment: If the object of the company is one
of the fields specified in Law no. 8 of 1997 and the executive regulation

thereof.
q:

Notification of Security Issuance: The General Authority for Capital
Markets must be notified with the issuance of securities in accordance with
Article 2 of Law no. 95 of 1992, and accrued fees of no more than ten
thousand Egyptian pounds (L.E. 10,000) must be paid.
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Annex 6: Draft Presidential Decree (translation of Arabic original)

Presidential Bill No, -- of —-
Reorganizing Seed Production Sector
in the Ministry of Agriculfure and Affiliated Bodies

The President,
Having regard to the constitution,

Having regard to the Agriculture Law no. 53 of 1966,

Having regard to the Presidential Decree no. --- of --- organizing the
Ministry of Agriculture and specifying terms of reference,

Having regard to the approval of the cabinet,
HAVE ADOPTED
Article 1

Seed production sector, assets and stations shall be reorganized, whether
affiliated to Ministry of Agriculture, Agriculture Research Center or
Egyptian Agricultural organization as follows:

1- Private sector shall, wholly or partially, take responsibility of the seed
p_roduction sector.

2- Stations affiliated to the seed production sector in all units referred to
herein before shail be sold, leased, transformed to a joint-stock
company, where government owns in-kind shares, or utilized by
usufruct right. Such stations may also have their management
transferred to private sector, to one of the specialized companies to be
established for this object, or a public enterprise company shall be
established for this purpose, where the Minister of Agriculture shall be
the competent minister responsible for applying provisions of Law no.
203 of 1991.

3- Staff working in seed production units referred to herein before shall
have in-kind shares in the company to be established in return of early
retirement and in accordance with the rules set forth by the cabinet.

4- Shares shall be estimated in accordance with the relevant laws.
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Article 2
Ministry of Agriculture shall continue in controlling seed production

sector in relation to seed certification in accordance with the Law of
Agriculture and executive regulations.

Article 3
Deputy Prime Minister\Minister of Agriculture shall carry out the
measures required and take necessary legal procedures to implement such
Decree in a manner that would achieve the objectives referred to herein

before.

Article 4

The Decree shall be published in the Official Gazette and shall take force
on the following day of its publication.

Done at

The President
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