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Attached for your review is the recommendaton for authorization

of a loan to the Arab Republic of Egypt of not to exceed Sixty-
five Million United States Dollars ($65,000,000) to assist Egypt
with its balance of payments deficit. The loan proceeds will
finance imports of U.S. agricultural and industrial machinery,
equipment, spare parts and other essential commodities and re-
lated services. The loan will assist Egypt in its program to
utilize full productive capacity of existing industrial enter-
prises and for new industrial expansion and to provide agricultural
inputs essential to increased agricultural production.

No meeting has been scheduled for this project; however, if any
member wishes to have a meeting, please advise immediately and
one will be scheduled.

Please note that your views are requested by close of business on
September 23, 1976. If you are a voting member a poll sheet has
been enclosed for your response.

Development Loan Committee
Office of Development Program Review
and Evaluation
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Preface

On June 30, 1976, the Congress enacted and the President signed

into law Security Supporting Assistance which provided $695 million
for Egypt for FY 1976 and $100 million for the transitional quarter
starting July 1 through September 30, 1976. To date, A.I.D. has
obligated the full $695 million, including $205 million for Suez
reconstruction and development funded on a grant basis; $240 million
for national development programs funded by concessional loans; and
$250 million in loans for commodity import assistance.

The following program assistance paper provides the justification
for a $65 million commodity import loan being funded during the
transitional quarter. The remaindzr--3$35 million--will finance
projects on a loan and grant basis.

Since the previous CIP loan (ATD-DLC/P 215) was Just authorized on
June 28, 1976, this CIP loan justification will update the various
sections, including Egypt's balance of payments, but will not dupli=-
cate much of the data in the previous loan paper.



It is recommended that you authorize a loan to the GOE of g5
million (&{5,000,000) for financing imports of selected commodities
on the following terms: :

l. Interest and Terms of Repayment

Borrower shall repay the loan to A.1.D. in United States dollars
within forty (40) years from the date of the first disbursement under
the loan, including a grace period of not to exceed ten (10) years.
Borrower cshall pay to A.I.D. in United States dollars interest at the
rate of two percent (2%) per annum during the grace period and three
percent (3%) per annum thereafter on the outstanding disbursed
balance of the loan and unpaid interest.

2. Other Terms and Conditions

(a) Unless A.1.D. otherwise agrees in writing, commodities and
related services financed under the loan shall have their source and
origin in the United States.

(b) The terminal date for disbursement shall be September 30, 1979,

(c) The loan shall be subject to such other terms and conditions as
A.1.D. may deem advisable.

Loan Committee

Chairperson: Selis A. Taubenblatt, NE/CD

Desk: James Roberts, NE/ME

GC: Gary Bisson, CC/NE
Procurcment: Robert Richardson, SER/COM/NE
Economist: Thois Niller, NE/ME

CD: Steven Kinsley, NE/CD



I. U.S. Assistance Trogramc to Egypt

A. Tolitical and Economic Considerations

U.S. economic assistance to Egypt is in cupport of the Government's
policy aimed at seeking a negotiated settlement of a permanent nature
which will permit Egypt fo turn her energies toward economic develop-
ment. Tgypl hacs demonstrated its desire and willingness to work
toward a negotiated peace by playing a key role in the two interim
settlements--a negotiated disengagement of forces between Egypt and
Israel in early 1974 and a second-step agreement in September 1975.
The successful implementation of these agreements as well as further
progress toward a permanent peace will depend in large part on a will-
ingness of the Egyptian people to support a permanent peace settlement
and an economic and social atmosphere within Egypt conducive to
growth, development and peace.

The objective of U.3. assistance is to foster economic and
social development within Egypt and thereby to create the precondi-
tions to a continued and more permanent peace. The willingness of
the United States to assist Egypt is seen by other moderate Arab
countries as an important indication of the credibility of our interest
in the Arab vorld. Domestic economic progress resulting from U.S. and
other bilateral acsistance will strengthen Egypt's leadership role and
the moderate torces in the Middle East.

During recent years, Sgypt's economic growth has been severely
retarded by a chortage of foreign exchange, which has affected
every facet of the economy. Raw materials and spare parts have
been in short cupply, and domestic investment in industry and agri-
culture has been much too low to stimulate meaningful growth. Much
of these difficultiec are due to large defense expenditures which
have drained resources Trom development purpozes. Egypt continues
.0 suffer from a cerious chortage of foreign exchange with which to
sustain it: economic recovery and undertake economic development
programs. ‘hortages of raw materials and spare parts for domestic
industry have resulted in scarcity of basic consumer items. The
low levelr of domestis invesimen® in industry, agriculture and
related infrastructure nave slowed Bgypt's real growth in per capita
gross domestic product to under one (1) percent annually over the
past ten years.

Egypt will continue to require substantial assictance to achieve
ite development objectives and at the same time provide for improving
the current cstandard of living of its people. Egypt's economic
recovery requirec resources far beyond its cwn or any other single
donor's ability to provide. CSubstantial Arab economic assistance
and assistance from other bilateral donors have been provided in the
past and are expected to continue in the future to assist overcoming



the country's balance of payments problems. United States economic
assictance alco ir needed urgently to bring Egypt through this
critical period in its post-war recovery and 1levelopment.

B. Status of U.53. Assistance Programs to Egypt

U.5. economic assistance to Egypt was resumed in 1975 following
the renewal of U.S./Egyptian diplomatic relations in 197hk. Since
then, significant progress hac been made in developing and imple-
menting an effective assistance program in Egypt.

In FY 1975, A.I.D. provided $251.0 million, including $53.5
million for Suez area reconstruction and development; $47.5 million
for national development programs, including storage facilities in
Cairo and Alexandria; and $150 million for commodity import program
loans. 1In addition, the United States provided $120 million in PL
480 Title T assistance during FY 1975. Projects and programs financed
during FY 1975 are in various stages of implementation.

In FY 197¢, A,T.D, authorized #095 million in assistance, which
as of Jeptember L, 197(, was fully obligated. The 7695 million
includes: #2055 million for Suez area reconstruction and develop-
ment, funded on a grant basis; #24L0 million for national develop-
ment programe funded by concessional loans; and $250 million for
commodity import ascictance. In FY 197G, PL 480 Title I assistance
is estimated ‘o have amounted to #175 million, mcetly for wheat,
wheat {lour, and a =small quanlity of tobacco.

On June 0, 1J)yc, the Congress enacted and the President signed
into law an additional $100 millicn in Security Cupporting Assistance
for Egypt Tor the Transcitional Quarter, which A,I.D. proposes to
fund as follows: 0% million in commodity import financing (being
Justitied hereind); 2k million loan for an electric energy control
center; a 7 million grant to finance feasibility studies; and a
# million srant to finance ccst increases associated with the FY
1975 $10 million construction equipment grant.

For FY 1977, the Fresident ha:z proposed for Egypt $750 million
in Cecurity Cupporting Assistance (ihe same as FY 1976) as follows:
Suez recon:struction and development, $180 million; national
development program, 5320 million; and commodity import program,
$250 million. TIn addition, PL 480 Title I, primarily wheat, is

stimated at 3150 million al current prices (availabilities
permitting).



II. Loan Justification

A. Proposed Commodity Import Loan

The proposed $65 million commodity import loan will be used
for imports of raw materials, equipment and spare parts to support
industrial and agricultural production. Egypt has asked for such
assistance to finance priority requirements in these areas.

In industry, substantial foreign « Xchange continues to be
required to finance equipment, matecials and spare parts to maintein
and expand existing productive facilities and to permit the installa-
tion of new plant and facilities. In agriculture, GOE priority is
the acquisition cf agricultural capital inputs that will yield
increased production from existing acreage. This would produce
maximum foreign exchange impact on the economy. During the coming
years, Egypt will need substantial imports of electrical and tele-
communicatione equipment, transportation equipment including rail,
trucks, and bucgez. hospital and laboratory eguipment, tractors and
spares, -hemical prroducts, paper products, and tinplate. FEgypt is
particularly interested in purchacing these and other types of
commodities in the United “tatec and the proposed 3¢9 million loan
will be used for that purpose.

B. Palance of FPayments

Begypt continues to experience major B/P problems. Thase problems
would quickly become unmanageable without cor:tinued high levels of
asslstance from the Arab oil producer states and other bilateral
donors. We currently expect the 127¢ balance of payments to be

similar tc 19/% in many recpects. Fxports and imports are likely
to experience oif'setting increasges leaving the overall trade
deficit in the 2.7 <o 22,7 billion range . An increase of half

a billion dollarc in net cervices will offset a sharp drop in Arab
transfers. On the basiz of current commitments, it appears that

net medium and lons term borrowing will rise by about $100 million
during 1)7¢. It 15 vocsible that both concessional borrowing and
transfer: will increase above the amounts iven above, but at this
time there ic no assurance of this. The net result is that the overall
1976 det'icit rhould drop slightly--perhaps by #200 million--from last
year's 31 billion deficit. The 1)7k deficit was covered largely with
short term borrowing which was rolled over in 197% and should again
be rolled over in 197", The 177¢ deficit wae covered largely by Arab
OPEC country banking deposits wilh the Egyptian Central Bank. The
cxtent to which these extraordinary funding sources can again be
utilized for this year's deficit is uncertain. Acccrdingly, the
uncovered 1797t deficit which we now project at #800 million repre-
sente s major problem.  Currently a major effort is being made by
Erypt and others to increase the level of balance of payments
nnsictance from the Arab OPEC and western nations.
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In 1975, merchandise exports fell by roughly $100 million.
This slight decrease is attributable to small d=creases in both
the price and quantity of cotton shipped. Tetroleum exports rose
slightly to about $130 million.For 19T€, inci.ased exports of
petroleum and manufactured items together with slighly higher
commodity price~ should boost export earnings to just under $2
billion.

Imports continued to rise in 1975, up 25 percent over 197h's
level. Available data zuggest that the increaseg were spread over
the entire range of impert items. For 197t, the COE expects that
the various changec in the import system--particularly the wider
applicability of the parallel market exchange rate syscem and
increases in effective tariff rates--should restrain the growth
of imports Lc around six per-ent.

Increares In tourism, worrer remittances and Tuez Canal dues
have generated sharp increases in net services revenues for 197k
and 1975. Thiz {rend should continue with even sheilper increases
in the intermediate Tuture.

Little ccomprehencive infermation is available for 1976 on
other donor asczistance, particularly on composition and on annual
disbursements. The IBRD i¢ currently in the process of forming a
consultative ysroup for Egypt which should not cnly serve as a vehicle
to inorease ascictance but alse rrovide definitive information on
other donor assictance. Recently four Aral countries--Saudi
Arabia, Huwait, UAE and vatar--rermed the Gulf Organization for
Development in woypt (GODE) to which they pledgoed 52 billion over
@ five yeur period.  The amounte involved, howsver, fall short of
Beypt's expectations and on an annual basic are lelow the usual
amounts forthooming from these states In recent years.

The Government of Fgypt will continue "o reguire sizable amounts
of concessional financing i it i to avoid a2 precipitous decline
in income, ecmployment and living standards. The GOE recognizes the
need to bring itc ferei;m paymenrs into belter balance and has
undertaren a wide range of meacures to deal with the balance of
paymentc problem and to improve economic ofZiziency in genersl. The
government has formulatoed an economic management program. Its main
elementc are: {1) improved coordination o zconomic policy making;
(¢) improved putlic cecter efficiency through decentralization;

(3) rationalization of consumption subsidies and increased national
savings: (4) betier managemen' of external debts; (%) raising basic
interzst rates,

The 0B ha: alco made progress in resiructuring its exchange
rate cystem. pecifically, cince the start of the year, over one
billion dollar: worth of imperte (at projected amnual rates) have
been transferred from the oriicial rate to the parallel market
axchanese rate cyctem. Durins the same period, the parallel market



rate has twice been devalued for a cumulative adjustment of 17
percent. Effective May 1, 1370, the parallel rate became the
customg base for parallel market import items. This procedural
change should increase custom: duties on applicable items by as
much as T5 percent. A program for reducing cost of living sub-
sidies was initiated with the elimination of subsidies on such
less essential items as coffee and secame. Perhaps most important,
Egypt is collaborating with the IMF in the design of a broadly
based structural reform packuge.

Egypt's economic problems are of rajor proportions and will,
even under the best of circumstances, require years to correct.
The steps undertaken in the program relative to the balance of pay-
ments are constructive but modest relative to the magnitude of the
problem. Morc substantive structural reforms will have to be
introduced to wchieve suctained improvement: on bulance of pay-
mente account in the modium term period.

The short-torm outloor ic serious. Byypt ic currently projected
Lo have an undwidee (as yeu) 1070 deficit or come 800 million and
the 1977 baulance ol payments aeiieit iz not ‘expected to show much
change. It ic hoped that the Arab OPEC donor states will increase
Lthelr angivclance tc help meet this need but at thic point the OPEC
states are macking their intentions. To the extent that a shortfall
still exints wi'ter other donor contributions, it will have to be
mel by extruorciinory means--sdditional shorv-term borrowing,
further reserve drawdowns, and import curbs.

However, over the medium term, Egypl's balance of payments
prospects actually look promising if the necessary reforms can be
accomplished. One particularly bright elem-nt is the expectation
of substantial petroleum carmin,c. Some knowledreable observers
now expect that Ipgypt will be exporting upwards of one million
barrels per day by 1)¢0. Moreover, Suez (unal revenues should
continue to rise and the potential for tourism iz good.



EGYPT:

Balance of Payments Summary i/

(1973-7¢)
(In million U.S8, dollars)

1973 197k 1975 1976
(Est. ) (Proj.)
Exports WOB 1,013 1.671 1,566 1,980
Imperts CIF 1,681 3,469 4,322 4,600
Trade Balance ~668 -1,798 -2,756 -2,620
Services Net T 169 280 768
Net Tranzfers 739 1,304 1,077 512
Balance on Current account 7 -325 -1,399 -1,350
Net MIT Borrowing
Disbursements 333 L1 906 1,000
Amortization 411 630 567 500
Sub-Total -8 -159 +339 500
Other Non-Monetary Capital(Net) -k =40 +65 +40
Errors & Omissions 10 -12 +27 -
Overall Balance (Deficit -) -14 =530 -1,022 -800
Debt Service 283 T8¢ 758 725
Debt Service Ratio 20 33 29 20

i/ Estimates based on balance of payments data for 1973-76 based on
tgyptian Central Bank and Ministry of Finance, IBRD, IMF and AID

estimates.

g/ IMF estimates based on amount known to be committed as of July 1.



C. Debt Service Capacity

Egypt's external civil debt {as reported by the IMF) amounted
to $6.3 billion at the end of 1975. Of this, roughly one-third
was on commercial terms. The $6.3 billion figure is somewhat
incomplete as it does not include a substantial military debt.
The figure does, however, include almost $2 billion in deposit
liability of the Egyptian Central Bank to the wvarious Arab OPEC
countries.

It is estimated that about $72% million in principal
and interest will be due in 197C.
An additional amount estimated at #1.8 billion will be owed on
bank credit facilities and on official deposits. With regard to
the $1.3 billion, it is expected that almost all of it can be
rolled over.

Debt service requirements depend heavily on the extent to
which short term debt can continue to be rolled over. Over the
near term, we expect the debt service ratio (including short term
debt) to move between 20 and 3% percent of export and service
earnings.

In view of Egypt's heavy debt burden, A.I.D,'s normal
concessional loan terms are proposed--h0 years, including a 10-
year grace period, with an interest rate of 2 percent per year
during the grace period and 3 rercent per year thereafter. With
these termc, particularly the 1O-year grace period, repayment
prospects for this $65 million CIP loan appear favorable.



TIIT. Loan Administration

A. GOE Import TFrocedures

Foreign exchange for recurrent import needs is provided from
three main sources: (1) Foreign Exchange Budget (FEB) allocations,
(2) an enterprice's retained earnings, and (3) special allocations
through the parallel market. TEB allocations are by far the most
important source, particularly for the public sector. The parallel
market has been the main source for the private sector. Control over
the allocation of FEB funds, of which CIP funds are a part, rests
with the Ministry of Economy and Economi: Cooperation.

Since September 1773, the private sector has been expected to
obtain itg foreign exchange resources from the parallel market,
particularly for recurring imports. The two primary objectives of
the parallel market were to increase the flow of free foreign
currency resources, and to make these resources available to industry
and selected service sectors for increasing production, tourism and
exports. Under the present parallel market mechanism, a premium of
75 percent for buying and 80 percent for selling free currency 1is
paid over the prevailing official rate of $2.5¢ for LE 1. Since
the establishment of the parallel market, there has been no alloca-
tion for the private sector in the government's Foreign Exchange
Budget .

At prasent, the official exchange rate applies to official
financing of commodity imports, including A.I.D. CIF loans. However,
the GOE with IMF asrictance has been considering an exchange rate
reform package which would intrcduce a commercial rate (similar to
the parallel rate) for variouc commedities and sectors of the
economy. When decreed, guch exchange rate will accordingly apply
to the A,I.D. CIT loan.

Public se:tor applications for imports, including applications
from zemi-independent or.anizations and national industrial corpora-
tions, are forwarded through the -gieral authorities by the Ministry
of Induztry or Agriculture. These general authorities act as an
umbrella [or many of thece organizations. Iach separate organiza-
tion receive:r a direct FEB allocation of loan funds to cover budgeted
foreign exchanse costs for import of specific items. ZEach organiza-
tion within the authority handles its own procurement, prepares and
submits financing requests, issues tenders, etc.

Determination committees are the key organization units in the
current import vrocedures and are attached to the respective general
authorities., Ubach determination committee is responsible for the
import of a number of commoditiec. The committee decides on all



import applications for the commodities under its jurisdiction.

A separate committee makes recammendations concerning recurrent
imports by the private sector. Fach committee is authorized to
approve impor. applications within the overall foreign exchange
allocations from the ministries for various commodities. Their
approval of an application is treated as final for imports and is
equivalent to the import licenses granted in the past. Frequently,
import needs of several enterprises are bulked together to obtain
better prices.

Under the government's present regulations, all imports, private
or public sector, are channelled through either one of the government -
owned trading companies or directly from the foreign exporter. The
imports are effected at competitive terms. Importers invite bids
through the trading companies and directly through suppliers and
thvs are able to compare competitiveness of price and other factors.

B. AID Commoditly Import Trocedures

As in the casc of the first four CIF's (loan 203-K 026, 263-K-027,
2(3-K-020 and 2(3-K-030), commodities and commodity-related services
financed from the proceeds of this loan will be of U.S. source and
origin. Items eligible for financing will consist of commodities
and equipment as defined in the A.I.D, Commodity Eligibility List
dated December 1, 197k (the broad "positive list"). This list is
provided as an attachment to the Commedity Procurement Instruction
(CPI) which ic transmitted to the Porrower with the first implementa-
tion letter under the loan. A.I.D.'s standard commodity financing
procedures as set forth in Regulation T shall apply, except i
special situations, where procedures under Handbook 11, "Coun. y
Contracting", are more appropriate.

A considerable portion of CTP procurement for Egypt consists of
long lead time capital goods. CIP procurement also utilizes formal
competitive bidding including the associated small business advertising/
notification procedures as specified in A.I.D. Regulation I. These
factors make the procuremeni process very time consuming; and while
the GOE has become more familiar with A.I.D. procedures, the current
rate of disburcements, approximately $3 million per month, will not
permit compl:te disbursement of CIP loan proceeds by the present loan
terminal dates. Egypt's critical balance of payments difficulties
also argue for more rapid disbursement of CIP loans. Accordingly,
A.T.D. is invertipaling various ways to streamline the procurement
process Lo achieve faster dicbursement.

. Utilization of Trevious CIP Loans

Since February 13, 1975, A.I.D. has signed loan agreements for
Sh00 million in commodity import loans as follows:



Loan No., Signature Date Amount.

(Miliion)

263-K-026 Feb. 13, 1975 $ 80.0
2(3-K=-027 June 30, 1975 70.0
203-K-029 Dec. 18, 1975 100.0
263-K-030 May 22, 1976 50.0
263-K-030(Amendment 1) July 23, 1976 100.0

TOTAL $400.0

To date, $1€0.0 million of that $400 million total has been
committed in disbursing authorizations; an estimated additional
»50 million will be committed shortly, and allocations have been
made by the GOE to the various ministries fir commitment of g
further 3$40.0 million. The GOE and A.I.D, are currently identifying
commodity requirements for allocation of the remaining $150 million
under the Egypt Pasic Import and Production Loan IV (263-K-030).
That latest 100 million loan amendment will become effective with
the imminent saticfaction of conditions precedent.

These CIP loan: are intended to assist Egypt to fund part of its
large balance of payments deficit and to permit importation of
critical industrial and agricultural commodities necessary for the
maintenance of economic growth and development. The $65 million
CIP loan diccussed herein represents a continuation and augmentation
of this type of assistance.

The status of CIP loans as of July 31, 1976, is shown in the
following table:

(Millions U.S. $)

Agreement Loan

Number Amount Allocated Committed Disbursed

263-K-02¢" * 80,0 & 8¢.0 4 80.0 $36.3

203-K-0277 7O 0.0 70.0 22.2

20,3-K-029 100.9 100. 10.0 -

2M3-K-030 50.0 - - -

213-K-030

(Amend. 1) 100.0 - - -
TOTALS £400.0 $250.0 $160.0 $58.5

A further breakdown of commodity import program activity by
commodity groups is shown in Annex 1.



Despite initial delays in drawing down previous camodity
import loans, the GOE is now proceeding more expeditiously with
orders and purchases of equipment and commodities. Procurement
actions are well under way under loans 026, 027 and 029. Loan 030
will also start moving as soon as conditions precedent are
satisfied.

IV. Other Considerations

A. Impact on the U.3. Balance of Payments

The long-term impact on the U.S. balance of payments will be
favorable. This loan will be spent on U.S. commodities and commodity -
related services that will permit U.S, suppliers and exporters to
re-establish old trade relationships and create rew ones. Future
follow-up orders for machinery and spare parts will produce additional
U.S5. exports on a commercial basis.

B. Use of U.S. Government Excess Property

Because of the nature of the assistance being provided--new
materials, industrial machinery and spares, ete., it 1s unlikely
that U.S. Government excess property would be appropriate for this
loan. HNowever, given the large amountc of U.S. Government excess
property available, the GOE will ve encouraged to examine possibilities
for substituting such used excess property for new cquipment.

C. Programming Local Currency Generations

A.I.D./NE does not plan to involve itself in the Egyptian
Government 'z budgeting process by participating in the programming
of the local currency proceeds. As a matter of policy, A.I.D. looks
to the IMF amna IFRD with respect to self-help, including budget
policy and allocations. To dale, the availability of GOE local
currencies to cupport A,I.D, projects and programs has not been a
problem for A.TI.DT.

V. Recommendations

[t Is recommended that you authorize a loan to the GOE of $65
million (&5, 70, 000) for financin- imports of selected agricultural
and industrial commodities and related services on the following
terms:

A. Repayment in United Jtates dollars in no more than forty
(40) years after the first disbursement, including a grace period
of not to exceed ten (10) years.

B. Interest in U.S. dollars of two percent (77) per amnmum

S
BN

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

(. Procurement with loan funds from the United States.



D. Prior to any disbursement or to the issuance of any Letter
of Commitment or other authorization of disbursement under the loan,
the Borrower shall, except as A.I.D., may othervise agree in
writing, furnish to A,I.D. in form and substance satisfactory to
AT.D.:

1. An opinion or opinions of the Minister of Justice of
the Arab Republic of Egypt that this Agreement has been duly
authorized and/or ratified by and executed on behalf of the Bor-
rower and that it constitutes a valid and legally binding obliga-
tion of the Berrower in accordance with all of its terms.

2. A statement of the names of the persons helding or
acting in the office of the Borrower and a specimen signature of

each person specified in such statement.

E. Such other terms and conditions as AID may deem advigable.



ANNEXES

1. Bgypt: Frocurement Progress under CIF Loans as of July 31,
1976,

2. Checklist of Statutery Criteria,



EGYPT: Procurement Progress under CIP Loans as of July 31, 1976

Loan NO. 2¢3-K-026 ($80,000,000)

- Commodities Shipped
or
Pending Shipment

1. Tallow

2, Kraft Liner & Fluting
3. Plastics

4. Synthetic Rubber

5. Accetate

6. cig.Paper

7. Dissolving Wood Pulp
8. Graphite Electrodes
9. Dye
10. Power Plant Spares
11. Remote Sensing Equipment

Subtotal

Procurements Pending

l. Grain Handling Equip.
2. Trucks and Trailers

Subtot: 1l

Total

(Amount-Millions U.S. $)

- e » o e »
w

w

== WW NN oW
»
NO O OO0 OO

$57.0 Million

$23.0

$80.0 Million



Loan No. 263-K-027 ($70,000,000)

Commoditiecs Shipped (Amount-Millions U.S. §$)

or

Pending Shipment

1. Tallow 26.1
2. Paper Pulp 6.0
32.1
Subtotal
Procurements Pending
1. Electrical Equipment 12.9
2. Machine Tools & Wood Working Equip. 1.0
3. Transport Equipment 2.5
4. Metallic Goods 1.3
5. Chemical 1.2
6. Stationary Equipment o3
7. Packing Materials 8
8. Construction Equipment 2.0
9. Refractorics 2.0
10. Microwave Equipment A
11. Herbacides 3.5
12. Marine Engines .3
Subtotal 28.2
Allocated - No Procurcment
Action
Ministry of Housing & Reconstruction-
Equipment Spares 1.0
Unallocated ' 8.7

Total $70,000,000



Loan No. 263-K-029 ($100,000,000)

Procurements Pending

1. Tallow
2. Buses
3. Electrical Equipment

Subtotal

Allocated -- No Procurement
Action.

Ministry of Industry
Tire Plant Equipment
Can Making Machinery
Construction Equipment
Welding Sets
Plastic Molding Presses
Refrigeration Compressors

Ministry of Health
(unspecified)

Ministry of Education
(unspecified)

Subtotal

Total

25.0

6.5

2.5

34.0

$100, 000,000



Loan 263-K-030 ($150,000,000)

Unallocated $150,000,000

Summary

All Loans

Commodities Shipped or Pending Shipment
Procurement Pending

Allocated No Procurement Action
Unallocated

Total

(Million U.S. $)

89.1
117.2
35.0
158.7

400,0



CHECKLIST OF STATUTORY CRITERIA

The following abbreviations are used:
FARA - Foreign Assistance Act of 1961, as amended.

FAA. 1973 - Foreign Assistance Act of 1973.

ISAA, 1976 - International Security Assistance and Arms Export Control Act of 1976,
App. - Foreign Assistance and Pelated Programs Appropriation Act, 1976, and the

period ending September 30, 1976,
MMA - lerchant Marine Act of 1936, as amended.

BASIC AUTHORITY

1. FRA $103; § 104; & 105;
5 106; 8 10/. Is loan being made

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

b, for population planning or health;- Inaprlicable.

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

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

e. 1in support of the general economy of the Inaprlicable.
recipient country or for development pro-
grams conducted by private or inter-
national organizations.

COUNTRY PERFORMANCE

Progress Towards Country Goals

Z.  vAA 30T (b) (9], (/] & (8] § €UB

A. Describe extent to which country is:

(1)  Making apprepriate efforts to Inapplicable.



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

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

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



(4) (a) Allocating available  Tnapplicable.

budgetary resources to
development,

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

and intervention in affairs of

other free and independent
na?ions.) (See also Item HNo.
11

(5) Making economic, social, and
political reforms such as tax col-
lection improvements and changes in
land tenure arrangements, and

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

(6) Willing to contribute funds
to the project of program,

Inaprplicable.

Inapplicable.



B.

(7) Otherwise responding to the
vital economic, political, and
social concerns of its people, and
demonstrating a clear determination

to take effective self-help measures,

Are above factors taken into account

in the furnishing of the subject
assistance?

Treatment of U.S. Citizens and firms,

3.

FAA 8 620(c).

If assistance is to a

government, is the government liable
as debtor or unconditional guarentor
on any debt to a U.S. citizen for
goods or services furnished or ordered

where (a)

such citizen has exhausted

available legal remedies and (b) debt
is not denied or contested by such
government?

FAA § G20(e) (1).

If assistance is to

a government, has it (including govern-

ment agencies or subdivisions) taken
any action which has the effect or

nationalizing, expropriating, or other-

wise seizing ownership or control of
property of U.S. citizens or entities
benefically owned by them without
taking steps to discharge its
obligations toward such citizens or
entities?

FAA § 620(0);

Fisherman's Protective

Act § 5,
imposed any penalty or sanction against,
any U.S. fishing vessel on account of its

1f country has seized, or

fishing activities in international
vaters,

a.

has any deduction required by Fisher-

men's Protective Act been made?

b.
been considered by A.I1.D. Administrator?

has complete denial of assistance

Inapplicable,

Inapplicable,

None of the known claims of any
U.S. citizen asserted against the
GOE meets the criteria of this
section. In any event, Egypt

has agreed to participate in a
Joint Commission to consider debts
of Egypt to U.,S. citizens and

seek to negotiate settlement of
such debts,

The Secretary of State has

'determined that Egypt's agreement

to establish a Joint Commission

to discuss compensation of American
nationals constitutes taking
appropriate steps for the purpose
of thig section,

No instance of any such seizure
or imposition of such penalty or
sanction i8 now known,

Not applicable.

Not applicable.



Relations with U.S. Government and Other Nations.

6.

10.

1.

FAA 8 620(a).

nish assistance to Cuba or fail to take

appropriate steps to prevent ships or ajr-
craft under its flag from carrying cargoes

to or from Cuba,.

FM 8 620(b). If assistance is to

a government, has the Secretary of
State determined that it is not
controlled by the international
Communist movement?

FAA & 620(d). If assistance is for

any productive enterprise which will
compete in the United States with
United States enterprise, is there

an agreement by the recipient country
to prevent export to the United States
of more than 20% of the enterprise's
annual production during the life

of the loan?

FAA 8 620(f). Is recipient country

a Communist country?

FAA § 620(i). Is recipient country

in any way involvad in (a) subversion
of, or military aggression against,
the United States or any country
receiving U.S. assistance, or (b)

the planning of such subversion or
aggression?

A8 620(). MHas the country permitted,

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

Does recipient country fur-

No instance of any such present

course of aanduct is known.

The Secretary of State has
determined that Egypt is not
controlled by the international
communist movement,

The assistance is not for any
such productive enterprise,

No.

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

The President, in accordance

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



12.

13.

14,

15.

16.

17.

FAA § 620(1), If the countr ha i

to institute the Tnvestment guar:n€;IIEd
program.for the specific risks of
expropriation, in convertibility or
confi§cation, has the the A.1.D, admini-
stration within the past year ¢

Egypt has reactivated its
Investment Guaranty Agreement
with the U,S.

onsidered denying

assistance Lo such government for this reason?

FAA 8 620(n). Does recipient country
furnish goods to Morth Viet-Nam or
permit ships or aircraft under its
flag to carry cargoes to or from
Horth Viet-Nam?

FAA § 620(q). Is the goverrment of
the recipient country in default on
interest or principal of any A.I.D.
loan to the country?

FAA § 620(t). Has the country

severed diplomatic relations with

the United States? If so, have they
been resumed and have new bilateral
assistance agreements been negotiated
and entered into since such resumption?

FAA 8 620(u). What is the payment
status of the country's U.N, obli-
gations? If the country is in

arrears, wvere such arrearages taken

into account by the A.1.D, Administrator
in determining the current A.1.D.
Operational Year Budget?

FAN § 481, Has the government of
recipient country failed to take
adequate steps to prevent narcotic
drugs and other controlled substances
(as defined by the Comprehensive Drug
Abuse Prevention and Control Act of
1970) produced or processed, in whole
or in part, in such country, or trans-
ported through such country, from being
sold illegally within the jurisdiction
of such country to U.S. Government
personnel or their dependents, or from
enterina the U.S. unlawfully?

The recipient country is rnot known to
be engaged in such a course of

‘conduct,

Egypt 1s not in default on interest
or principal of any A.I.D. loan,

Egypt severed diplomatic relations
with the U.S. in 1967, Diplomatic
relations have now been resumed. New
bilateral assistance agreements have
been entered into since such
resumption,

Egypt has paid all of 1its out-
standing U.N, obligations,

No.,



18.

FAA § 659, If (a) military base {s There 13 no military base in E
Tocated in recipient country, and was within the definition of this sype
constructed or is being maintained or section,

operated with funds furnished by U.S
and (b) U.S. personnel carry out
military operations from such base,
has the President determined that the
government of recipient country has
authorized reqular access to U.S.
correspondents to such base?

Military Expenditures

19.

FAA § 620(s). What percentage of The President has taken into account
country budget is for military each of the listed considerations as
expenditures? How much of foreign to current military expenditures by
exchange resources spent on military the GOE and has determined that these
equipment? How much spent for the do not inhibit economic aid to Egypt
purchase of sophisticated weapons but rather that the projected program
systems? (Consideration nf these contributes to the underlying intent
points is to be coordinated with of the FAA which sceks to reduce

the Bureau for Program and Policy arms costs and to stimulate economic
Coordination, Regional Coordinators development,

and Military Assistance Staff (PPC/RC).)

CUNDITIONS OF THE LOAM

General Soundness

20.

FAA ¢ 201(d). Information and con- Inapplicable,
cTusion on reasonableness and legality
(under laws of country and the United
States) of lending and relending terms

of the loan.



21,

22,

23.

. 24,

25.

26,

FAA 8 201(b)(2); § 201fe). Information

and conclusion on activity's economic
and technical soundness. If loan is not
made pursuant to a multilateral plan,
and the amount of the loan exceeds
$100,000, has country submitted to
A.1.D. an aoplication for such funds
together with assurances to indicate

that funds will be used in an economically

and technically sound manner?

FAA § 201(b)(2). Information and
conclusion on capacity of the country
to repay the loan, including
reasonableness of repayment prospects.

FAA 8§ 201(b)(1). Information and
conclusion on availability of financing
from other free-world sources, including
private sources within the United States,

FAA 6 611(a)(1). Prior to signing of
loan will there be (a) engineering,
financial, and other plans necessary
to carry out the assistance and

(b) a reasonably firm cstimate of the
cost to the United States of the
assistance?

FAA 8 611(a)(2). If further legislative
action is required within recipient
country, what is basis for reasonable
expectation that svch action will be
completed in time to permit orderly
accomplishment of the purpose of the /loan

FAA § 611(e). If loan is for Capital
Assistance, and all U.S, assistance to
project now exceeds $1 million, has
Mission Director certified the country's
capability effectively to maintain and
utilize the project?

Inapplicable.

Inapplicable,

Inapplicable,

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

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

Not applicable,



Loan'

s Relationship to Achievement of

Country and Regional Goals

27.

28.

29.

30.

31,

EAA § 207: § 113. Extent to which Not applicable.
assistance reflects appropriate emphasis

on: (a) encouraging development of

democratic, economic, political and

social institutions; (b) self-help in

meeting the country's food needs; (c) improving
availability of trained manpower in the
country; (d) programs designed to meet

the country's health needs; (e) other
important areas of economic, political,

and social development, including in-

dustry; free labor unions, cooperatives,

WA v s e aa

and communication; planning and public
administration; urban development, and
modernization of existing laws; or

(f) integrating women into the recipient

country's national economy.

FAA 8 209. Is project susceptib]g of Not applicable.
oxecution as part of regional project?
If so, why is project not so executed?

FAA § 201(b)(4), Information and con- Not applicable.
<Tusion on activity's relationship to,

and consistency with, other development

activities, and its contribution to

reliable long-range objectives.

FAA & 201(b)(9). Information and con- Not applicable.
TTusion on whether or nut the activity
to be financed will contribute to the
achievement of self-sustainipg growth.

FAA § 209. Information and conclusion Not applicable,
whether assistance will encourage
regional development programs,



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

33. FAA 8 201(f). If this is a project Not applicable,
loan, describe how such project will
premote the country's economic deve-
opment taking into account the coun-
try's human and material resource
requirements and the relationship
betvieen ultimate ohjectives of the
project and overall econonic
development

34, FAA 8 281(a). Describe extent to Not applicable,
wihich the Toan will contribute to
the objective of assuring maximum
participation in the task of economic
development on the part of the people
of the country, through the encourage-
ment of democratic, private, and local
governmental institutions.

35. FAA 8 281(b). Describe extent to which  Not applicable.
program recognizes the particular needs,
desires, and capacities of the people of
the country; utilizes the country's in-
tellectual resources to encourage insti-
tutional development; and supports civic
education and training in skills required
for effective participation in govern-
mental and political processes essential
to self-government.

36. FAA B ?01(b)(3). In what ways does the Not applicable.
activity give reasonable promise of con-
tributing to the development of economic
resources, or to the increase of produc-
tive capacities?




37.

38,

FAA 2 601(a), Information and conclu-

sions whether loan will encourage ef-
forts of the country to: (a) increase
the flow of international trade; (b)
foster private initiative and competi-
tion (cg encourage development and use
of cooperatives, credit unions, and
savings and loan associations; (d)
discourage monopolistic practices;

(e) improve technical efficiency of
industry, agriculture, and commerce;
and (f) strengthen free labor unions.

FAA 8 6]9. If assistance is for newly
independent country; is it furnished
through multilateral organizations or
plans to the maximum extent appropriate?

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

39.

40.

41.

FAA 8 201(b)(6). Information and con-
clusion on possible effects of loan on
U.S. economy, with special reference to
areas of substantial labor surplus, and
extent to which U.S. commodities and
assistance are furnished in a manper
consistent with improving the U.S. ba-
lance of payments position,

FAA § 202(a). Total amount of money
under Toan which is going directly to
private enterprise, is going to in-
termediate credit institutions or
other borrowers for use by private
enterprise, is being used to finance
imports from private sources, or is
otherwise being used to finance pro-
curements from private sources.

FAR § 601(b). Information and
conclusion on how the lToan will
encourage U.S, private trade and
investment abroad and how ft will
encourage private U.S, participation

in foreign assistance programs (includin
use of private trade channels and the
services of U.S, private enterprise).

‘competition will be fostered,

a) The program loan will he uaed to
finance the import of commodities wvith
the long-term objective of increasing
Egypt's ability to engage in inter-
national trade. b) Under A.I.D, Reg.
I procedures, private initiative and
c) No
direct impact, d) No direct impact,
e) The purpose of the loan is to
encourage industrial and agricultural
production which involves improvement
of techmical afficlency of

Andustry, agriculture and commerce,
*f) No direct impact,

Egypt 1s not a newly independent
rountry,

Inapplicable,

Inapplicable,

Regulation I ensures that there will
be maximum private participation in
transactions financed under the
loan,



42,

43,

44,

45.

Loan's Compliance with Speciflic Requirements

FAA § 601(d). If a capital
project, arc engineering and pro-
fessional services of U.S. firms
and their affiliates used to the
maximum extent consistent with
the national interest?

FAA § 602. Information and con-

clusion whether U,S, small business
will participate equitably in the
furnishing of goods and services
financed by the loan.

FAA § 620(h). Will the loan promote

or assist the foreign aid projects
or activities of the Communist-Bloc
countries?

FAA 8 621, If Technical Assistance
is financed by the loan, informa-
tion and conclusion whether such
assistance will be furnished to

the fullest extent practicable as
goods and professional and other
services from private enterprise

on a contract basis, If the
facilities of other federal agencies
will be utilized, information and
conclusion on whether they are
particularly suitable, are.not
conpetitive with private enter-
prise, and can be made available
without undue interference with
domestic programs,

46.

FAA 2 110(a) ; 6 208(e). In what
manner has or will the recipient
country provide assurances that it

will provide at least 25% of the costs

of the program, project, or activity
vith respect to which the loan is to
be made?

This assistance is not a capital
project activity,

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

No.

Technical assistance is not
financed by the loan.,

Not applicable.



47,

486,

49.

50.

51.

52.

53.

FAA §660. VWill loan be used to
finance police training or related
program in recipient country?

FAA § 114, Will loan be used to pay
for performance of abortions or to
motivate or coerce persons to
practice abortions?

FAA § 201(b). Is the country among
the 20 countries 1in which develop-
ment loan funds may be used to maka
loans in this fiscal year?

FAA § 201(d). Is interest rate of loan
at least 2% per annum during grace
period and at least 3% per annum
thereafter?

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

FAA § 604(a). Will all commodity

procurement financed under the loan
be from the Untied States except as
otherwise determined by the President?

FAA § 604(b). What provision is made

to prevent financing commodity pro
curement in bulk at prices higher
than adjusted U.S. market price?

Mo,

No.

The funding source 1s Supporting
Assistance.

Not applicable.

Not applicable.

The loan authorizes procurement
from the U.S.

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



54.

55.

56,

57.

58.

59.

60.

FAA & 604(d). 1f the cooperating
country discriminates against U,S,
marine insuvance companics, will tha
loan agreement requive that marvine
insurance be placed in the United
States on commoditics financed by
the loan?

FAA 8 604(c). 1If offshore procure-
ment of agricultural comnmodity or
product is to be financed, is there
provision against such procurement
when the domestic price of such
commodity is less than parity?

FAA 8 604(f). 1If loan finances a
commodity import program, will
arrangements be made for supplier
certification to A.I.D, and A,I.D,
approval of commodity as eligible
and suitable?

FAA 8 608(a). Information on
measures to be taken to utilize
U.S. Government excess personal
property in liecu of the procure-
ment of new items,

FAA 8§ 611(b), App. § 10l. If loan
finances water or water-related
land resource construction project
or program, 1is there a benefit-cost
computation made, insofar as
practicable, in accordance with

the procedures set forth in the
Memorandum of the President dated
May 15, 19627

FAA § 611(c). 1f contracts for con-
struction arc to be financed, what
provision will be made that they be
let on a competitive basis to
maximum extent practicable?

FAA 8 612(b); 8§ 636(h). Describe
steps taken to assure that, to the
maximim extent possible, the country
is contributing local currencies to
meet the cost of contractual and

other services, and foreign currencies

Egvpt does not discriminate agains
1.8, marine insurance companies,

See Question 53.

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

A.1.D. Reg. I applies except to
public sector procurement, wherein
efforts will be made to utilize
excess property to the maximum
extent possible.

Not applicable.

No such contracts are to be financ
by the loan,

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



61.

62.

63.

65.

66.

67.

owned by the United States are utj-
lized to meet the cost of contractual
and other services,

Section 30 and 31 of PL 93-189 No.
(FAA of 1973). Will any part of

the loan be used to finance

directly or indirectly military

or paramilitary operations by the

U.S. or by foreign forces in or over

Laos, Cambodia, MNorth Vietnam, South
Vietnam, or Thailand?

Section 37 of PIL 93-189 (FAA of 1973); TNo.
App. & 111. Vyill any part of this loan

be used to aid or assist generally or
in the reconstruction of North Vietnam?

FAA 8 612(d). Does the United States Endeavor is being made for negoti-

own excess foreign currency and, if ation of an agreement fog the release
$o0, what arrangements have been made or U.S.-ovmed non-T.,L, 470 pounds.

for its release?

FAA © 620(¢). What provision is there The loan will not rermit such use.

against use of subject assistance to
compensate owners for expropriated or
nationalized property?

FAA § 620(k). If construction of pro- Nct

ductive cnterprise, will aggregate
value of assistance to be furnished by
the United States exceed $100 million?

FAA § 636(i). Will any loan funds be Te.

used to finance purchase, long-term
lease, or exchange of motor vehicle
manufactured outside the United States,
Or any guaranty of such a transaction?

FAA 85028.(a) Has it been determined No.

that the recipient country has been engaged
in a consistent pattern of gross violations
of internationally recognized human rights?
(b) If so, have resulting statutory pro-
visions been complied with?

aprlicable.



68.

69.

70.

1.

72.

73.

74.

75.

76.

FAA § 620 A. Has the receipient No.
country aided or abetted international

terrorists by granting them sanctuary

from prosecution?

FAA_8669. Has the recipient country No.
received or delivered nuclear reproces-

sing or enrichment equipment, materials

or technology not subject to multilateral

and International Atomic Enerqgy Authority
controls?

ISAA, 1976 8404. Does the assistance No.
have the purpose or effect of promoting

or augmenting the capacity of any nation,

group, organization, or individual to

conduct military or paramilitary operations

in Angola?

15AA, 1976 8406. Does the assistance furnish No.
military or security supporting assistance,
military education or training, or credits

or loan guarantees under the Arms Export

Control Act to Chile?

ISAA, 1976 3607. Has information been re-  lo.
ceived which substantiates that officials

of the recipient country have received illegal

or otherwise improper payments from U.S.
corporations, or extorted or dttempted to ex-
tort money or other things of value in return

for permitting a U.S. corporation or citizen

to conduct business in that country?

App. 8 103. Will any loan funds be used to  No.
pay pensions, etc., for military personnel?

App. 8 106. i1l any loan funds be used to No.
pay UN assessments?

App. 8 107. Will any of loan funds be used  Io.
to carry out provisions of FAA g 209(d)?

App. 3 108. Does the activity provide No.
assistance to the Democratic Republic of
Vietnam (North Vietnam), South Vietnam,

FamhAadsas Aw | aar2



77.

78.

79.

80.

81.

.App. 8 .109. Does the activity finance
directly or indirectly military assistance
to Angola?

App. $ 110. Will the activity finance,
directly or indirectly, the planning or
carrying out of any assassination, any
foreign political activity, or any other
action influencing a foreign election in
peace time?

App._ 8 501. Will any loan funds be used
for publicity or propaganda purposes
within the United States not authorized
by Congress?

App. 3 506. Is the recipient country in
default in excess of one year of principal
or interest on any loan made by the U.S.
pursuant to a program funded under this
Act?

MMA § 901.6; FAA 8 640 C. (a) Compliance
with requirement that at least 50 per
centum of the gross tonnage of commodi-
ties (computed separately for dry bulk
carriers, dry cargo liners, and tankers)
financed with funds made available under
this Toan shall be transported on privately
owned U.S.-Flag commercial vessels to the
extent that such vessels are available at
fair and reasonable rates.

No.

No.

No.

—s
-
O

AID Feg. I, which is incor-
prorated into this loan, will
zover this requirement, -



