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.5. Project Cost: 	 The cost of constructing the cement plant, 

providing engineering and management con

sulting services and providing for workitig 

capital and payment of interest during the 

construction period is 	estimated at S90.0
 

million of foreign 	exchange and the equiva

lent of $71.5 million in local costs, a total
 

of $161.5 million. Included in these figures
 

is an allowance for contingencies of ten
 

percent (107.) and escalation of twenty-four
 
percent (247.).
 

The objective of the
6. Description and 	Puroose of Project: 

Project is to support future investments in
 

infrastructure, such as roads and ports,
 

industrial and agricultural development projects
 

and to reduce the need for cement imports. The
 

Project consists of the construction of a cement
 

plant and auxiliary facilities, the development
 
provide the
of limestone and clay quarries to 


bulk of the raw material requirements of the 

plant, and the constzc:tion of water and power 

lines needed for its operation. 

7. Source of Funds: Supporting assistance.
 

No other donor or organization
8. 	Other Sources of Financing: 

indicated an interest in participating in
has 


this Proiec.. 

The Mission fully endorses the Project and9. Mission Views: 
the Mission r:irector ha- "r--i'merded auLhoriza-

tion of the (;ranL in accordance with Section 
611(e), FAA.
 

10. 	 Statutory Checklist: All statutory criteria have been met
 

(See Annev C).
 

That a Grant in the 	amount-of $90,000,000 be.
11. Recommendation: 

terms and conditions set forth
authorized on 


in the Draft Grant Authorization (Annex A).
 

Project Committee:
 

AID/WASHINGTON
USAID/CAIRO * 

Robert N. Bakley 	 Chairman: Justin Williams
 

Chairman: 

Loan Officers: Dan 	D'Antonio
Loan Officers: Domenick J. Scarfo 


Gary R. Redman
Charles Patalive 

James Cooperman
Engineer:
Engineer: Philip S. Lewis 

Robert B. Meighan


Counsel: James Phippard Counsel: 

Leonard G. RosenbergEconomist: 




Page 1 of 28
 

PROJECT PAPER
 

SUEZ CEMENT COMPANY (9CC) 

I. SU 4ARY AND RECOM.HENDATIONS 

1. 	Grantee: The Government of the Arab Republic of
 
Egypt (GOE).
 

2. 	Executing Entitites: Suez Cement Company (SCC), the Egyptian
 
Electric Authority (EEA), and the
 
Ministry of Housing and Reconstruction
 
(MHR)..
 

3. Amount of Grant: 	 $90,000,000
 

...4. Use of the Grant and Terms: The Grant will be used by the
 
GOE, as follows:
 

A. A reloan to SCC of $62.29 million to 
finance the foreign exchange cost of 
assets to be acquired by SCC; the re
loan will have a watui'iLy u.a fiCLet (15) 
years, including a grace period of five
 
(5) years, with interest at ten percent
 
(10%) per annun;
 

B. A grant cf $16.4 million to SCC to finance
 
part of the foreign exchangc cost of assets;
 
SCC will issue shares to the four existing 
cement companies for 3n r,,,uur..,!:!i 

C. A grant to SCC of $6.7 	million to
 
finance the foreign exchange cost of en
gineering and management serviceL and of 
training; 

D. A grant of $4.6 million to EEA to 
finance the foreign exchange cost of con
structing a transmission line connecting
 
the plant to the grid and 	 required sub
stations.
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II. BACKGROUND
 

A. 	 Demand and Suoplv 

about three million tons
2.01 Domestic constunption of cement was 


per year in the years immediately before the 1973 war and remained at
 

In the latter two years, 470 thousand
that level in 1974 and 1975. 

It is, howtons and 740 thousand tons, respectively, were exported. 


ever, doubtful that the consumption figures for the post-war years
 

The fact that shortages of cement have become
represent actual dernand. 

chronic, and that inadequate foreign exchange was available to finance
 

imports, clearly indicates there is an unsatisfied latent demand.
 

Investment plans of the GOE, and forecasts of cement requirements
2.02 

based on them, have resulted in projections of a rapid demand growth by
 

the Ministry of Housing and Reconstruction (.OHR). MOHR estimates that 

demand will increase tu six million tons inl 9 7 9 , eight million in 1981, 

and ten million in 1984. IBRD projections - are not very different; 

based on an analysis by sector by year, domestic consumption is pro

jected at about 6.5 million tons in 1979, 6.8 million in 1981 and 8.3 2 

Since the GOE includes exports, in its projections, 2/
million in 1984. 

= - - sets of fgiur.s ar- ahnut nne million tons apart at the end of
 

period (1984). There appears to be no question that demand will
the 
rise substantially within the next few years, and that large additions
 

The 	new plant at
 to manufacturing capacity will be needed to meet it. 


Suez here proposed is part of that additional capacity.
 

2.03 Cement is supplied to the Egyptian market by four companies
 

owned by the Government. The present nominal productiou capacity of 
tons p,.c year bLt aLLal production

these cc.panies is about 3.8 million 
The 	 . Wan~ioOE: hebelow level.fluctuates soinewhat that 

the 	expansion of existing
include the construction of new plants and 


plants to reach an annual production capacity of 7.8 million rons by
 

Details of the expansiun program are
1981 and ten million tons by 1984. 


given below in paragraph 2.05.
 

_/ "Appraisal of Tourah Cement. Expansion Project," December 30, 1974. 

2_/ 	 The GOE has !'committed" exports to Kuwait, starting with 150,000
 

tons in 1978 and reaching 500,000 tons annually in 1981.
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B. The Cement Industry
 

2.04 The first company producing cement in Egypt and still
 

operating -/ was the Tourah Cement Company founded in 1927 and now
 

producing, after several expansions, 1.4 million tons annually. The
 
now also produces
Helwan Portland Cement Company followed in 1929 and 


about 1.4 million tons. In 1948 the Alexandria ?ortland Cement was
 

formed and still remains the only company with production facilities
 

outside the Cairo area; it now manufactures 500,000 tons annually.
 
formed in 1956 and now produces
The National Cement Company was 


All four companies are owned by
700,000 tons in its plant at Helwan. 

No new plants have been built since 1956, although
the Go%:ernment. 


a number of expansions of the existing plants have taken place.
 

2.05 Currently, additional expansions are in progress at all four
 

plants. Their combined capacity of 3.85 million tons annually will,
 

after completion of the expansion and after full productior of the
 

new facilities has been reached in 1979 and 1980, reach 5.8 million
 

tons. The new plant at Cairo to be built with Kurait's participation,
 

and new plants planned for Alexandria, East Iaadi, Nagh Hammadiand and
 
the Suez plant, the
Assiut are to add an additional 2.25 million tons; 


one million tons, and other expansions
project here discussed, will add 

for a total planned capacity of the industry of
about 900,000 tons, 
 A. . zccf. 'he investnrr.... required:about Mi_about.en.miuli LU .. '" . , . . -... .. •ten i 'OY 

to be used for a numberand the uncertainty about the financing sources 


of these projects, make it however extremely doubtful that this produc

tion target will be reached as now scheduled by the GOE. In view of 

the project.ons of domestic demand and the uncertainties surrounding 

export possibilities beyond the exports committed to Kuwait, a short

fall on the order of one million tons is unlikely to be critical. A
 

larger shortfall may well mean that domestic demand cannot be met.
 

2.06 Sales and distribution of cnmert are hanuied by the Egyptian 

Cement Office (ECO) in Cairo. Its operaLing expenses are paid by ihe 

four cement companies in proportion to their annual production. The 

ECO receives a1 l orders from customers and dealers and a-ranges for
 

shipment. from the producing planr ; it has its own fleet of trucks 

which in combination with sub-contractor fleets, transports 95 percent 

of all production. The balance.is shipped by rail (three percent) and 

barge (two percent). 

1/ Two vertical shaft kilns with a total capacity of 100,000 tons
 

began operating early in the century, but were scrapped in 1929.
 

K
 

http:balance.is
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C. Prices
 

2.07 The Government sets prices for cement both at the factory
 

gate and at the retail level. With rare exceptions, the factory gate
 

price has been the same for all producers, 'regardless of variations
 

In the last ten years, the factory gate price
in operating costs. 

in 1969 and in March 1974; the retail
has been increased only twice, 


price, however, has changed more frequently a6 a result of the impo

sition of special taxes paid by the consumer and collected by the
 

EGO. The price history is reflected in the table below:
 

Figure 1 

(LE per Metric Ton, BagRed) 

Excluding Including
 
Taxes Taxes
Period 


4.10 5.50
1965-69 
5.10 6.50
1969-72 


Feb. 1972 - lHarch 1974 5.10 7.50
 

8.25 11.50
March 1974 - July 1975 

8.25 13.40
July 1975 - Present 


Thus, while the gate price of the producers has increased by 60 percent
 

since 1974, the retail price, exclusive of transportation costs which
 

are charged sejarately, has increased 79 percent in the same period.
 

In absolute terms, the price differences are LE 3.15 and LE 5.90,
 

respectively.
 

2.08 In July 1975, new prices were established for all typea of
 
LE taxes,cement; Lhey range from a factory gate price of 6.25, net of 

to for .' ,,L..for )::.nary Portland Cement in bulk LE 17.25 ,.: . -ThC 
for Lhe sanecorresponding dealer prices range from LE 11.40 to LL 22.40 

grades. These prices are valid for all producers, except the Alexandria 

Portland Cejnent Comparny which is allowed a slightly ighicer pricC, i.e., 

LE 0.56 more than the ,iher producers. Bags are charged at LK 2.0U per 

ton. The margin betweef, the factory gate price and the dealer price 
purchasing direct from ECO) is repre.sented
(or consumer price for users 


by a variety of taxes. (See paragraph 3.13 for details.)
 

2.09 Due to differences in transportation costs, which are borne
 

by buyer, delivered prices vary in different parts of the country.
 

They are lowest in Cairo at LE 15.50 per ton, bagged and highest
 

in Aswan at LE 22.4&0; prices in Port Said, Suez and Alexandria
 
are lustered around LE 17.00.
 

2.1u The "dealer price" of LE -1.40per ton (factory gate price 

plus taxes) for Ordinary Portland Cement in bulk equals .29.16 at 

the official rate of exchange and $19.38 at the parallel market rate 

($1.70 = LE 1.00). A comparison of these prices with current prices 

J7y
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in other parts of the world show- that they are at the low end of
 
the range for Ic-estic prices in Luropean countries. Spain, where 
cement prices are subsidized, is the only ccuntry iere the price 
paid by buyers at the is below the Er~tianplant gate -ub-tatially 
level, computed at the official rate of exchanze (020.50 per -c-,,) 
In other countries, buL- prices range fr= under 327.00 Or.cel• 

to over $43.o0 in France. A 2-city average price for the United 2/ 
States is computed at just under $45.00, delivered "-ithin city ii- 4 ts.-
If the parallel market rate cf exchange is used for comparison purposes, 
Egyptian domestic cement prices are lower than in any other country 
included in the review./ One reason for the low prices in Egypt is 
the subsidization of oil prices paid by cement producers; their cost 
of fuel oil is set at about 25 percent of the world market price. 

2.11 Egypt began importing cement in 1975 when one m.illion tons
 
were purchased abroad for delivery in 1975 and 1976. Prices paid
 
exceeded domestic prices by LE six to eight per ton and this is the
 
basis for the ir;csiticn of the eoualiza:ion tax cf LE 1.?O per
 
ton on all domestically produced cement; it is designed to cover tte
 
price differential paid by MOM when it imports cement.
 

D. 	Project Background
 

2.12 in October 1975 the GOEM submitted to A.I.D. a proposal for 
the construction of th2 Suez Cement Plant. The COL. proposed estab
lishment of a joint stock company for the annual production of a
 

million tons of cement to me-t Canal Zone and Sinai reconstruction
 
requirements. Since then the proposed project has been the subject
 

cf Lhii:cnsivc dincuz:ionz .-4L.-tewz by.zevera. tehnicl consultant....
 
£i.s,:::i.ra b..tvccn the kMis.-ien in Cairo, the :i., the !y.i'..
 
Electricizy A"Lhority wuzd ".ne nucleus of tihe prop):; ,d uez Cement
 
Company have re.'ultcd in a f(,nrU) GOE request for a :-,90 million A.I.D.
 
grant to finiunce the forei-n exchange costs of thi:; project. A grant
 

is propo:;ed--raLher than a loan--because the project will assist the
 

Egyptian effo-t to revitalize the economy and reconstruct facilitics
 

in the Suez Canal Zone. 

l/ 	This is the delivered price and the gate price is therefore somewhat 
lower. 
"Engineering Neus Record," June 10, 1976. 
Belgium, France, Germany, Austria, United Ktngdom, Greece, Spain, 
Sweden and the U.S.A. 

2 

http:i.s,:::i.ra


Page 7 of 28
 

i.TIM, PROJECT 

A. Purpose 
 upr net
 

The objective of the proposed project is to support invest
 3.01 the infrastructu 
ments in badly needed improvements 

of 
.ad in industrial and agricultural 

projects designed
 
Egyptian economy tha capacity ofthe output of the economy. By increasingto increase 
the cement industry, availabilitY will be firmed up and foreign ex

change will be saved by 
reducing import requirements.
 

3.02 The project consists of the design and erection of a Portland
 

cement plant capable 
of producing one million 

tons of cement per year.
 

approximately 40
 
on or near the coastal 

roa 

The plant will be located Quarry sites for limestone and
south of the city of Suez.
kilometers A 
clay are located approximately 16 kilometers inland from the coast. 

to stockpiles
 
transport the raw materials 


belt conveyor will be 
used to 


Cement will be produced 
utilizing the dry process. 

pr the plant site. ill grinding, homogenizing, 
storage 

Plant operations wilL 
inciude 'a:, Iner aud 

the rotary kiln section 
will include precai 


and transport; gypsum grinding and 
mixing; and
 

clinker couler, clinker 
grinding; 


cement storage, bagging 
and bulk loading facilities.
 

-Auxiliary facilities will include 
a laboratory, machine 

shop
 
... The 

3.03 

and garage, administrative 

building and offsite 
staff reside-nces 


of miling and ancillary 
equipment, con

project includes.procurement L;.frasttlc re,
and supportingcivil worksrequirediLruCtion of 

and tec.I iIrICal , --~t-. . a:t;7 
Littof advisory iinagemelt stall to O1eraJeprovision and mainltenanceoperatilg by ama11agemcnt, will he providedin training, Power 

and its manufacturing facilities. company 
plant site ad required sub

power line to connect thehigh-tension
A pumping station and 

forty kilometers of 
pipeline will 

stations. cement plant from Suez.
 
carry fresh water to the 
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C. Prolect Cost Estimate
 

3.04 The detailed project cost estimate in Annex I is summarized
 
below: 

Figure 2 

Project Cost.Estimate 

LOCAL FOREIGN 
COST CATEGORY COSTS EXCHANGE TOTAL 

(in $ 000's) 

(a) SCC Assets 

1. Land & Improvements $ 2,015 $ 105 $ 2,120 
2. Mining Equipment 335 6,480 6,815 
3. Cement Plant Equipment 2,810 50,150 52,915 
4. Cement Plant Construction 19,225 - 19,225 
5. Transport Equipment 1,260 2,040 3,300 
6. Contingency & Escalation 8,720 19,970 28,690 

SUB TOTAL 34,365 78,700 113,065 

(b) Services 

1. Engineering-& Management 1,425 4,000 5,425 
2. Training 200 1,000 1,200 
3. Contingencies & Escalation 540 l.70Q 2,240 

SUB TOTAL 2,165 6,700 8,865 

(c)rower and Water 

1. Power Transmissions and 7,630 3,400 11,030 
Substations 

2. Water Line from Suez 1,925 - 1,925 
3. Contingenciei & Escalation 3.249 1.200 4,449 

SUB TOTAL 12,804 4,600 17,404 

(d) Other Costs 

1. Pre-Project Expenses 1,545 - 1,545 
2. Administrative Expenses ... 1,530 - 1,530 
3. Working Capital 7,985 - 7,985 
4. Interest during Construction 10,586 - 10,586 
5. Contingencies & Escalation 520 520 

SUB TOTAL 22,166 " 22,166 

GRAND TOTAL $71,500 $90,000 $161,500 
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3.05 The amounts shown above for contingencies and escalation
 
represent an allowance of ten percent (10%) of base cost estimates 
for physical contingencies and cwenty-four percent (24%) of base
 
cost estimates for price escalation. These percentages have been
 
applied to all items except pre-project expenses, working capital
 
and interest during construction (Items (d)l, (d)3, and (d)4, above).
 
The detailed estimates in Anne:: and the sumary above are based
 
on estimates prepared by ASEC on behalf of SCC and have been accepted
 
as reasonable.
 

D. Proiect Financing Plan
 

3.06 The equivalent of $71.5 million required to finance the
 
Egyptian pound costs of the project will be provided by the five 
Egyptian sources shown below: 

Figure 3 

Sources of Egyptian Pound Financing
 

Source Amount
 
($000' s)
 

1. Egyptian Electricity Authority-- $10,224
 

2. Ministry of Housing and Reconstruction 2,580
 

3. Egyptian banks' and insurance companies'- -. 16,410 
equity contributions
 

4. Public Stock Subscription 8,205 
5. Egyptian Bank Loan 34,081 

(13 years @ 77. per year) 

TOTAL $71,500 
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The $90 million foreign exchange required to finance this
 
Grant proceeds
project wll be provided by the proposed A.I.D. 3rant. 


shown below:
will be distributed by the GOE as 


Figure 4 

Distribution of A.I.D. Grant Proceeds
 

Basis Amount 
($million) 

1. Egyptian Electricity Authority 
for Power Transmission Line 

Grant $ 4.6 

2. Suez Cement Company for Training Grant 6.7 

and Consultant Services 

3. Four cement companies for equity Grant 16.4 

investment in Suez Cement 
Company 

4. Suez C&-ment C.p.ny Loan 62.3 

to finance assets . 

TOTAL$90.
 

Items i to 3 in thu table are discussed 
below.
 

and related subs tations will be 
The power transmission flue3.08 


An umount of $4.6 million is estimated 
to be
 

built and owned by-EEA. 


needed for imported equipment and materials, 
and that amount witl be
 

Grant financing
 
made available direct to EEA in the 

form of a grant. 


is propqsed because the installations 
are locatedin the Suez area.
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At the tima the SCC was organized, 
the four existing cement
 

3.09 

companies wished to participate as investors in SCC but did not have
 

the proposed acquisition by them 
of 40 percent
 

the cash necessary ror 


of the stock. It was, therefore, agreed to treat LE 6.4 million,
 

equivalent to $16.4 million, of the proposed A.I.D. financing as 
a
 

That amount represents the value 
of
 

grant to the cement companies. 
 The A.I.D. funds will be used
 
40 percent of the stock to be issued. 


by SCC for the acquisition of assets 
requiring payment in foreign
 

exchange.
 

On analysis of the proposed financial structure 
and projected
 

3.10 

a comercial company, it became 

evident that debt
 
operations of SCC as SCC will be the first
the minimum.

service would have to be held to 20 years and it
 
"grass roots" cement company built in Egypt in over 


will therefore have to devote considerable financial 
resources to
 

the mauagerial and technical competence 
other
 

acquiring under contracts It
 
companies have established during 

several decades of operations. 

contract for the consulting
 

appeared that borrowing the funds 
needed to 


and training services needed might 
make it difficult for SCC to achieve
 

consistently *rofitable operations 
and it was, therefozc, agreed that
 

$6.7 million would be made available 
by the GOE to the SCC in the form
 

of a grant.
 

further in making its operations profitable,

3.11 To assist SCC - po.Pnr the 

to exempL Lhe co-p-ny frC- nf 
the GOE has informally agreed 

a toal qhrge.oftax," representingtax" and "productiou"equalization per ton. A
ex-fac.tory price of LE 11.40 

LE 2.50 agaiiSL the nominal 
tax" of LE 0.75 will have to be paid, but will be more
 "reinvestment 


SCC of LE 1.90 per ton as its
 
than offset by payment by the GOE 

to 

ax".cQllccttddifferential 

share of the proceeds of an "import 
from 

net price recel.ved by 
the other cement companies. A comparison of the 

follows:aud SCC would thus look at
Lompaniesthe four existing cement 

er ton of Ordinary Portland Cement
Price 

H 


Existinp Companie SCC
 
LE
LE 


11.40
11.40 

Ex-Factory, Bulk 
 ( .75)( .75)
Reinvestment Tax 


(1.90) 1.90
 
Import Differential Tax 


" (1.10)
Equalization Tax 


(1.40)-

Production Tax 


12.55
6.25
NET PRICE, BULK 

2.00
2.00
BAGGING 
14.55
8.25
NET PRICE, BAGGED 


http:qhrge.of
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The SCC would, under this formula, realize LE 12.55 per ton 
for
bulk cement, twice a* much as 
the other producers. The price of

LE 14.55 per ton of bagged cement, and corresponding prices for

other types of cement, have been used in preparing the financial
 
projections. 
 (See comments in paragraph 4.21, below). 

E. Marketine Plan
 

3.12 It is expected tha the entire output of the new Suez
Cement Plant will be sold withiin the Suez Canal area. 
ECO will open

a new sales office and warehouse in Suez and handle distribution
 
from that point. The production of other plants will thus become

available for other areas, primarily the Cairo and Alexandria regions.
 

F. Training
 

3.13 Trained professionals and skilled workers familiar with
cement manufacturing are available to SCC only to the extent that
they can be recruited from the existing companies. Most of the 370
staff required to operate the plant will therefore require training.
Some of the training is expected to be supplied by the suppliers of
major items of equipment, particularly for the raw mill and kiln 
operators. An important initial task for the U.S. consultant will
 we to deSigLL and escabjish a training program to begin as personnel
are recruited and to continue for a four-year period. It is expectedthat the Suez Cement Plant training program can be adapted from a 
program desigt:ed and used by the Tourah Cement Company. 
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IV. PROJECT AF'PPAISAL 

A. Technical Anlyss
 

4.01 The project consists of the engineering and construction 

of a new Portland cement plant with a rated capacity of cne million 

metric tons per year. This is a grassroots project being launched 

by a newly formed Egyptian joint stock compazy the Suez Cement
-

Company (SCC). The project rill include development of new mining 

sites for limestone and clays, procurement of mining, cement making 

and ancillary equipment, construction of civil works and supporting 

infrastructure, and technical assistance to train operating and 

ma.mtenance staff and to initiate commercial plant oprations. 

4.02 The SCC will draw its primary raw material requirements, in 

limestone and clay, from deposits in the Gabal El Ramlia area
 

located approx..ately 40 !m south of the city of Suez and 15 Pkk
 

The Gabal E1 7alia mountains consist
inland from the Gulf of Suez. 

are limeof large uplifted fault blocks in which most exposed rocks 


stone of the Eocene age. The northeast face of the mountain range is
 

a fault scan that rises as much as several hundred meters above the
 

nlainn of Wadi Bda and Wadi Hazoul. Various clays and limestones
 

of the Miocene age underlie the surface of the Plains to the north
 

Near the base of the mountains alluvialand east of the mountains. 

material covers the clays and fills dry washes that cut down into
 

the Miocene sediments. The thicknezz of suitable limestone exposed
 

above the plain ranges from 112 to 170 meters. The limestone is
 

lithologically uniform, massively bedded-and contains no interbedded
 
The limestone is
shales or sandstones within the upper 150 meters. 


w ite in color :n fresh surinnes, uo-trateij friazi,, and relativcly
 

4,03 Investigations of these deposits have been conducted by the
 

Geological Survey of Egypt under the supervicion of the Arab Swiss
 

Ergineerinr Company (ASEC). Further, a review of the me"hods and
 

results of these investigations was conducted by the U.S. consulting
 

firm of Dames aua Moore under an A.I.D.-funded contract in early
 

Limestcne samples were processed and analyzed by the
 
Duplicate samples were analyzed


1976. 

Geological Survey of Egypt in Cairo. 


at the laboratories of the ASEC affiliate, Holderbank Management 
and
 

Consulting Company of Aarglv, Switzerland, as a means of quality
 

The Dames and Moore report of February 1976 recommended
control. 

that core drilling of the limestone block be accomplished as the
 

next phase of detailed raw material evaluation. This recommendation
 

D'illing will be programmed for early
has been accepted by SCC. 

accomplishment during the implementation phase.
 

IhVf
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one million cns o 
.. uct+n of 	 320 mill.ion

4.04 Esrra 	 are approxtLatel~Yreserveslimestone14.04 Estimated tons 	 ofproposedlPp fionortecm nt p,For theropoSedmetric tons. __- _'l+al 	 of limestone arecement per yea., as.ox .3 mli~ltonsacrO~"ael 	 dnceen eryer 	 the cement
50-year operatig life for 

required. Assuming a 
plant caboityo eiflael 

with 	the possibility of doubling the 
are aboutth ouired131-150limestone reservesits early yea.r3 	 50 millionAn additionalfor some wastage.allowing 	 to the facilities.million tons, 	 lime plant be added

shouldrequired a 
tons 	will be 

Total limestone reserve 
requirements are, therefore, 

approximately
 

of 320 million tons exceeds
 reserve 
200 million tons. The estimated 

The quality of the limestone 
is
 

ifiOctlY
requirements by about 
60 percent. 


apjroachimg a metallurgical grade limestone, 
si 

excellent, 	 for cement manufacture.requiredbetter than that 

To the north and east 
of the prospective quarry 

site,
 

4.05 

Miocene sediments have 

been preserved over 
a large area of plains
 

Bada and Wadi Hagoul, consisting of various 
clays with
 

of Wadi present. Clays in the
 
and sendstoneslimestones 	 test pits.some 	 interbedded and 


were initially sampled by digging trenchee 
were analyzed by


Clay 	samplesarea were employed. 	 wereLater two drill rigs 	 random samplesDuplicatedEgypt.
the Geological Survey of 

control.for qualityHclderhPn-kanaL)--- by 
are approximatelYmanufacturefor cementclay 	reserves the originally4.o6 Required 	 double 

a 510-year oper:.tion at 
tons, acsuming 	 reserves has35 million Final delineation of 

uuitable clay 
planned capacitY. 	 to doubt that 

adequate rzserves can 
be obtained from the 

extenive M4iocene sediment*s
 uot yet been comleted,but 
there appears no reason 


are variable
in the area
of clays pro!ent 

arca. The quality 	 iow( r, based
in the 	 zillca present.

th'u'preTyation 	 1i-.t,, .with 	 recpc.t to of 
to date, suQ'

nd 7ore drillinr,of tuh'" r 	 Ito
wi the re--,ltr pit 	

of clay arn appn
tyJvdesirableof the more 	 and mapping of

quantities 	 ive tigation
that 	the detailed phase to 

becn recmmcnded during the project implanentation 
clay types be continued long range plawiing of cl[,Y

for theinformationprovide additionra 

mining operations.
 

a retardinrto act as 
ground together withclinker five parts oi 

4.07 Gypsum is 	
of cement. Approximately ofprocess 	 l00 partsthe hydration 	 to produceagent in 	 clinker 50,0psum are ground with. 95 parts of 

therefore, require about 
SCC will, 	 at

At full production, 	 presently being mmcd 
cement. 	 Gypsum is per year.gypsum 	 emetric tons of 	 =itini; 
several locatiols 

in E&pt to supply 
the requirements of 


..nestigations by 
ASEC have indicated 

that existing
 

cement plants. 	 increase their production 
to m'ct
 

af .,lty
quarries can without 


the needs of SCC.
 

N\
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conducted in a conventional4.08 Limestone quearry .riningwill be 
that the quarry should 

manner. ASEC 's plannin-z to date proposes 
the north face a.ndbegin at the ;.estern end of the deposit along 

227 meters, acing less suitable beds of start at elevat-c-
found at the lower levels. :-22'.ng ri: il be capable

limestone 
'r a dcpth cf 15- refers.of producin; a !5 - 4mter hole for 

U-cck: be reduced by secondary
After b..azt nG, -o-.erz1z' - ; 

blasting; mobile a!r c=-ressors and ja- ci haer: are being pro-

Two 7 cubic meter electric driven powervided for this purpose. 
30 ton rear-dump trucks feeding

shovels Ael' load a fleet of six 
the quarry

the pri--mary jaw crusher. 3oth shovels will -work on 

flocr. When the height of the working face exceeds 60 meters, 
for drilling purposes. The 

a 15 meter bern vrill be excavated 
li'iestae above 60 meters will be dr-lled off from the top of 

of 
the 

deposit, blasted, and cleared from the berm by a dull dozer 

about 300 Hr-. Servicing and maintenance facilities and equi;ent, 
and clay quarrying equipment, will be

serving both the limestone 
provided at the quarry sibe. 

Mining of clay deposits will also be conducted in a conven4.09 

for two front end loaders of

tional marnner. Current p!--L.ing calls 
fleet of three 30 ton rear
 3 and 5 cubic meter capacity to load a 

,,, the i_-t cyldsher on site. The quarrying opera.-.-. 
using scraper operationf3.
tionj will be -rceded by a sub-contractcr 

nature interbedded limestcnes All be required
Further review of the of 
to determine if such beds can be reoved by front 

end loader after
 

if drilling and blasting, techniques are required. TIUS
ripping or 

of the mining equi'ment list. 
will be determinc-d prior to finalization 

i nz.ztone and clay fro. the quarry'sitcs4.10 Transport of crushed 
-I ,

.~ u y te~ • : : . - .... .. .. " n ' -. :1 

primary cruzhe.r stations, trtui'fc.r pu±iL, t:Lc., ill 
of the conveyor, 

The liacstone cruLher
be prepared by the U.S. engiLeering consultant. 

700
singc stage, dcublc swing hammer type of approximatelywill be a 

system will have a capacity of 
tono per hour capacity. The conveyor 


hour.
about 1,000 tons per 

are mined in their
4.11 To make cement, limestone, clay, and raad 

nwLximum specified block
The raw materials with arespective q arrics. 

size (after blasting) are reduced to aggregates of 

pre-specified
 

in the crushing department and stored; pre
maximum dimensions Afterintermediate storage.
homogenization is achieved through 

to weight and volume, the raw materials are 
proportioning according 

to fine raw meal powder in the raw mill. The raw meal is 
ground to the kiln department.
homogenized and then transported via conveyors 

in which an incm
the kiln heat induces a clinkering process,Within 

takes place. Thfs clinker is then
plete fusion of the raw meal 
ground together with a small percentage of gypsum to produce cement 

in bulk or in bags.which is shipped either 
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4.12 The dry process has been selected for the Suez cement plant,
based on the results of the raw materials investigation3 carried out 

by ASC and Hclderbank.. -el consumpticn is lower in the dry process 

and the benefit of heat economy is greater, particularly in this case 

where the raw terials contaLn _.ezs than 5 percent water and are not 

wet or sticky. The ran: -teria z a; the Cuez quarry are of high 
and are ide"l for the dry process productionquality and low huridity 

of Portland cement. A -"1 econ=ic an lysis to centare the financial 

merits of the dry process versus the wet process was not prepared by 

It is noted, however, that relative to the expansion of the
ASEC. 

Tourah Cement Company plant which uses raw materials of siml-!ar 

of return of the dryproperties, the in:remental economic rate 
process was about 24 percent.process over the wet 

4.13 The finished cement rill be transported pneumatically from 

the mills to six cylindrical ccncrete silos, each of approximately 

4,000 ton capacity. Cement will be withdrawn from the zilos by 

cross worm conveyors and frm these it ill be transported by bucket 

elevators to the feed hcppers of two rotary packers having a capacity
 

of 100 	tons per hour each. Bags will then be transported to truck 

loading stations via horizontal belt conveyors having pneumatically
 

controlled deflectors and end skids.
 

of the 	plwiL i. 204.14 The'estimated maximum electrlc power !cad 
megawatts. Power w-ill be provided to the plant site via 220 or 66 

national power Approximatelykilovolt tran.mizsion lines from the 	 grid. 
near the plant site40 kilometers of transmission lines and a substation 

are required. 

4.15 	 The fresh water requirement of the plant has been etJ.xuitcd 

per day. The Miistry of' Jiouzing rut] R uonztruct.ionus 500 	 cubic mcters 
.... 

-: .. takcn to provide a water pipeline frc-:: O*( i. :: 

pumping statious. if required, wtLer trcatmncnt AL thc 14fl&L it.e will 
be provided by SCC. 

4.16 Storage facilities for heavy fuel o.. (Bunker C), caLled 

mazout, 	 will be provided at the plant site. Fuel oil will bI* trans

in tank cars or trucks from the Egyptian General Petroleumported 
Corporation refineries in Suez owid/or Cairo. 

4.17 A two-lane bituminouz surfaced highway exists between Suek
 

City and the plant site. The geometric features of the highway are
 

acceptable and the present condition of surfacing is fair to good.
 

that heavy truck traffic resulting fromHowever, it is expectea 
cement 	 after start upconstruction activities and the transport of 

of the highwy. An 	 early require- will result in rapid deterioration 

the highway's base and surface courses is anticipated.
ment to improve 

A two lane road exists between plant and quarry sites, a distance of 

It is bitw-inous surfaced for about
approximately 15 kilometers. 

half that distance. The remainder is unsurfaced. This road will 

require upgrading along its entire distance to accommodate personnel 

and maintenance vehicles. 
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4.18 There is a standrard gauge, single track railroad line
between Suez City and Sadat C.ua_-ry, aProx-i=-tely 25 kilceterz
 
south of Suez City. The pozsibiliy cof reconztructing this lime
and extend ing it tc the plant zite -will be later ccnsidered in
conjunction ,1th ztudiez of 'e'.-elczin.- Th,.l: cement trarnport and
 
storage facilities throughout Er. 

4.19 a e n ., . f .. .. .. .419 Baed a.. 
 of -on:ul.ant 

going information, A.I.D. has concluded that the propozed 


.... .- reportS and all the fore
c~entproduction project is technically feasible. 
An adequate quantity
and quality of ra. materials is available, and necessary utilities


and coMMunicationz 
 are either in place or can be created at
 
reasonable cost.
 

B. Environ:Iental !-=act 

4.20 
 Ceent plants Dose ecological problems of water pollution
if wet scrubbers are used, air pcllution frorrdust and toxic gases,

and noise polluticn. Me site of the proposed cement plant isuninhabited and remote from populaticn centers. 
 The proposed plant
and quarry All not displace current or potential agricultural crother econcjic activity. Ccnsultant ser-rices to be for theused review of 

•"1d ...... ..... .u& -: Lender accuzents will alsoinclude a mere detailed review of envi-onmental prob!=3 and ananalysis of meazur. that would be recomended to SCC for inclusion
 
in the desiT. criteria.
 

C. Financial Appraisal
 

4.21. Projecuod income statements for the firsr ten years of operatieo are *;h;h .. in .',.nex P . It is .ieear t"-')- -sts
.' : willir4L,.-L..,,,- dui:,ag period, itrn, but Is a1 obvioun tiht selling priceswill have to increase unless the GOE decides to Introduce addLioltialsubaidles.l/ Both sales revenues and operating costs have, therefore,
been assuned as constant. The salcs prices used In projecting nales
revenue are based on the net sales -,rice per ton for each grade of
cement, exclusive of special 
 taxes (collected and remitted to the
Government by ECO), and of transportation costs whi-ch are borne bythe buyer. These prices are equivalent to $37.31 2 per ton ofordinary cement, $39.87 for rapid and $33.46 
for mixed cement. Depreciation has been based on.a 25-year life for equipment and a-35-year

life of buildings, using the straight-line method.
 

j/ The subsidization of-fuel..was, mentioned earlier 'M r-1his- paper; 

2_ LE 14.55, including bags. 
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Production has been assumed at 80 percent of capacity in the first,
 
90 percent in the second, and at 100 percent of capacity in the third
 

year of operations and thereafter.
 

4.22 The largest single componer.: of "cost of goods sold" is paper
 

bags; that cost has been assumed to be LE 2.00 per ton of cement, the
 

same amount that is charged to buyers. At that price it represents
 
It is quite
35 percent of production costs totalling LE 5.68 per ton. 

likely, however, that bags can be purchaselat a lower price and the 

estimate shown is therefore conservative. 

4.23 The projected income statement for the first full year of
 

production is siazmmarized in the following table, together with profit 

ratios based on those figures:
 

Figure 6 

Summarized Income Statement
 

Ecojected for Third Year Operations (1982) 
(U.S. $ million) 

1982
 

$40.61. Net revenues 21 

2. Gross profit 24.3
 

3. Operating profit 17.5
 

4. Net profit after financing charges 9.6 

2A.O7..5. Net profit as a. percent ..ofL.neL sales -... 4. 

6, Cash generation15.57 

7. Net profit as %.of equity 23.4%
 

8. Net profit as % of total capital 7.0%
 

"i the -IBRD--.'_/ In its appraisal of-the-1ourah Cement- 'Expunsi6nvPrlect 

assumed a cost of LE 1.40; on that assumption, SCC would save LE 0.60 

each ton of cemeut sold, or about $1.5 millionproduction costs for 
per year, equivalent to about nine percent of production costs.
 

2/ Includes an amount of $335,000 representing share of profits from
 

ECO's transport operations. 

http:generation15.57
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At 39.7
 

Income taxes ;ill 
be payable from the 

ninth year on. 


4.24 

percent of taxable 

income, they will amount to 
$5.3 million in that
 

The after-tax return 
on sales will then 

drop to 23 percent and
 

the return on equity to 13 percent.
year. 


in the above
reflected

'he profitability of the company, 

as 

4.25 adjusted from
 
figures, is satisfactory, assuming that 

sales prices are 


to time to compensate for the expected rise in production 
costs.
 

A covenant to this effect will 
be included in the 

Grant Agreement.
time 


in the third year 
of operations, the first year
 

Debt service coverage 
 that
 

Egyptian lank loans, 
is better than 2.25 

and improves thereafter;

requiring amortization 

of principal under 
both the A.I.D. and 

the
 

debt even if the net 
profit realized were 

to be substantially 
less than
 

ratio is satisfactory 
since it would permit 

the company to service 
its
 

the A.I.D. and Egyptian
 

Large borrowings in addition to 
service its
 

projected. 

bank loans would, however, 

impair the company's ability 
to 


a covenant requiring 
approval of additional 

borrowing will, there

debt; 

fore, be included 

in the Agreement.
 

ex
4.26 

sales gill be
The relatively favorable financial 
forecast for SCC'S 

operation
 

is due to the fact 
that the GOE has agreed 

that SCC' 


emoted from payment 
of some of the taxes paid by 

the other producers.
 .... 1,.0 of 
..
-C ..o l 


Without those concessiut'a, 
 W u di,clearly be unable 
even to meet its
 

- f
 

A comparison of the projected operating 
LS 

2 


the Tourah Cement 
Company (TCC)X-with 

those projected for 
SCC points
 

operating costs. 
 realized
 
for the need to increase 

the revenues 

generally


to the principal reasons 


by the cement producers 
from their sales above the level 

now 


first year of reaching 
full production
 

TCC will, in the 
in effect. 
 program
itS cxpai;Loii 
the last year before starting with 

e 0h .,,1ofnC char-'edwith its expanded 
facilities rcalize 

only 66 percent of 
the neL profits
 

for (3.5 t imcit showed ciarge-
.JSC of increased 

depreciation
b¢ t ,
the .|,a,,Ze .1 cht oervi'nand because. of ciat ge . b 
before the expa,,ion) LE 2 million. The 

of injust under !f[('ct75,000 to of tLhfrom LE i_-diatioti2.0 is another to finance16.2 to of rroWIlgfrom and .coverage to absorbablefacilities, at current 
prices, 

my be
stalling new of Tcc, the company 

es. In tile case will c-lie from 
those facilit ot its production65 percent for whichbecause atidthose costs only 

to a large extent 
bee9 written off 

it is 
equipment which has '.- In tiore genleral tetLS, 


financial charges are 
no longer payable
 

obvious that the 
construction of new 

plants and their profitable
 

above.
1] See paragraph 3 
- .
isal Report.
 

2/ Based on financial analysis-of..TCC 
in IAPD.Appra
 

The debt/equity ratio 
of TCC increases from 2/98 before 

the expansion
 

3 
to 45/55 in the third 

year after completing 
the expansion.
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operation is impossible unless the revenues of the producers are
 
increased at least to the level agreed upon for SCC by permitting

the cement companies to retain all or most of the proceeds of sales 
to consumers. In connection with the IBRD loan for the expansion
 
of the TCC facilities, the IBRD reached agreement with the GOE to 
conduct a broad study of the distribution of cement in Egypt and of 
investments needed to reduce distribution costs. That study does,
 
however, not encompass an examination of the pricing system which
 
would be highly desirable. This subject will be discussed with the
 
GOE during negotiations of the Grant Agreement.
 

D. Economic Analysis
 

4.27 The economic rate of return calculations are shown in Annex J.
 
The economic rate of return Is 14.6 per cent. The value of output of the
 
plant is based on an assumed long-term price for imported bagged cement
 
of $38 per metric ton, C.I.F. Alexandria. That price was paid by the GflE
 
for purchases made abroad late in 1975, and in the light of prices in 
Europe quoted in paragraph 2.10 above, is unlikely to drop, except to the 
extent other governments subsidize c.ment exports. The USS price was 
converted to Egyptian pounds to reflect imports at the parallel market 
,ale of 1 . "".17 and appied to the arnual p'roduc"tin S:iowti in'= 

Annex F. 

4.28 On the capital cost side," the direct foreign exchange components of
 
investment costs shown in Annex I, excluding working capital and interest
 
during ¢onstructiorl,. .were-,al sorconJer-tedc.to.- Egyptian pounds-u44i-z-i nr'th,-
L.E. 1 - US$1.47 parallel exchange rate arid nro-rated rver the four year 
constructioi period. The Cost of Ccqr-nt Sold (Annny G) sprvcd as the 
b"'Zef.v tfe C _j , of tre ;nn,"ai onn-stin.. - -A.r!nrtnce cost e, 

coimiencing in 1980 (year 5 of the anah'ze:). ror each of the cost itemns 
an assumption was made as to. its plausible forelin exchatoe component nnd 
that portion of the costs was multiplld by 1.74, the ratio of the offlcial 
exchange rate to the parallel exchange rate. In the special case of heavy
fuel oil, the cost estimate in Arine:; G was multiplied by 4 since the
 
domestic price of heavy fuel oil to cement producers is currently $18.75
 
per metric ton or approximately one-fourth the world price of $75.00 per
 
metric ton. The details as to the various calculations and assumptions are
 
presented in the explanatory note to Annex J.
 

http:sorconJer-tedc.to
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4.29 A detailed stu*dy of foreign exchange savings has not been
 
made. The gross savwng would be the foreign exchange needed to iport 
one million tons annually at an assumed cost of $38 per ton, or $38 
million. Debt service by the GOE and spare parts imports would require 
about $6.0 million. In addition, fuel exports of the quantities 
consumed by SCC at world market prices would be foregone; using 100,000/ 
tons as an estim,ate of fuel consumption would .put the value of e:ports 
foregone at $7.5 million. Deducting the total of $13.5 million from 
the savings of $38 million would leave a net saving of $24.5 r..illion 
annuilly, so that the foreign exchange cost of the plant would be
 
recovered in a little over 3k years.
 

E. Social Effects
 

4.30 The project will directly create 420 new jobs in the Suez
 
City area; 370 jobs will be employed in the mining operations and
 
cement manufacturing; 50 jobs will be in marketing and distribution
 
activities performed by ECO. Some of these new jobs m-ay go to wcmen.
 
The cement produced will be used to conrtruct houses, schools, water
 
and sewage systems, and other infrastructure in the Suez
 
area. The new plant will thus make an indirect contribution to the
 
rehabilitation and development of the Suez region with concomitant
 
social benefits to the people living in the area, in terms or empLoy
ment opportunities, availability of housing, educational facilities
 
and other soci-l infrastructure.
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V. PROJECT. MLE TATION 

A. The Suez rment Ccmpany 

newly formed joint
5.01 The project will be carried out by a 
of the SCC

stock company, the Suez Cement Company. The leEal capital 

is LE 16.0 million divided into four milion shares with a par .'alue 
of 40 iercent of

of LE 4.0. The financial plan call!s for ownership 

the stock by the four existing cement companies, 40 percent by banys 

and 20 percent by the public. The I:ationaland insurance c-panies, 
Bank or Egfpt and the Bnn.% of Alexandria, insurance companies and 

the four cement companies, all o~med by the GOE, have participated in 

tke formation of the Company. The subscription of the cement companies 
of 

(LE 6.4 million) will be financed by an allocation of $16.4 million 

the proposed A.I.D. grant, the 'ubocript±Cf of the cther cn .nes
 
ubscribed


from their own fnds. T.:enty-fivc (25) percent of the total 

capital has been depositc, with the Central Ba.' of Er-ypt. Thiz is 

reouired to be -aid-in as a legal :ondlticn of issuance of
the amount 


formation of the Company. The
 a presidential decree law iuthorizing 

-emaining 20 percent of the Co--pany's capital, 800,000 shares, is
 

by the public. Because of delays expected
intended to be cubscribed 
the founding banks and cement companiesi- =_arkotinr these sIe-es, 

act as unaerwriter.have requested the Iational Ba. of Egypt to 

5.02 The preliminary organization plan foresees the creation of 
(3) purchazing;seven departments: (1) production; (2) maintenanc P; 

(4) quality control; (5) financi-al management; (6) auministration;
 
staffing level is projected at

and (7) lci-al counsel. The total 
an d have :+" the fonucrandThe founders MOI selectedi.'?tter'i.1l370 employees. -e:.... _ .. . .. + . f+or 

act ad intcrim for SCC until it) o±'*7uiz'ULioi is vunpl,:tud. O12y
 
fLa bee one
 

two full-time profesional employee have so a3ignVd, 

one 	 The existing cement companies have,accountant and engincer. 

however, agreed to make some staff available to SCC au needed until
 

SCC can recruit its own otaff. 

a major effort.
5.03 	 Recruiting and training staff will require 

fiuniliar with mining and cement manu-
Technicians and skilled workers 

facturing operations will probably be available only to the extent
 

to their transfer to :3CC.that the existing companie's will agree. 


Initially, a substantial input of foreign expertise, both in
 
'Meservices
 

management and technical departments, will be required. 


a U.S. firm will, therefore, cover all aspects
to be obtained frcz 
Discus

of company operations, including training of SCC's staff. 


sions are still in proGress on the role to be played 
by ASEC, the
 

firm which has provided most of the technicalEgptian-Sw.zs 

expertise in the preparation of the project.
 

http:Egptian-Sw.zs
http:tter'i.1l
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B. Implementation "Ian
 

The first step in the execution of the Project will be the
 

conclusion of a contract between SCC and a U.S. 
firm to provide the
 

managerial and technical services mentioned in the preceding para

graph. Specifically, these services will include:
 

advising SCC on the organization of the company and
 -

assisting with the preparation of administrative and
 

accounting sy3tems and procedures;
 

provide overall project planning and scheduling;
-

- preparation of tender documents for equipment and other 

SCC in the evaluation of
contracts and assistance to 


bids and contracting;
 

detailed scheduling of construction activities, project
 

management and construction supervision;
 
-

- assistance with testing, start-up and initial commercial 

operat ion; 

- training of SCC staff. 

Design work wi*ll be required of the consultants 
to the extent necessary 

for the preparation of tender documents for equipment 
purchases and tmay 

be done by ASEC if satisfactory arrangements for its participation in
 

the Project can be made. 

5.{05 Equipment for the plant is expected to be pJ;',. in sevttti 

major groups: (1) cement manufacturing equipment; (2) mining equip

ment; (3) laboratory equipment; (4) workshop cquipment; (5) trucks 

(6) electrical equipment; (7) office ecquipmelt.
and other vehicles; 

Depending on the analysis by the consultant, cement makLtig equipment
 

may be split into several sub-groups. In addition to Lhese major
 

purchases, there will undoubtedly be a substantiol 
numbcr of smaller
 

A construction contract is
 
transactions for miscellaneous items. 


an Egyptian cotractor who would be responsible
expected to be let to 

Installation of electrical
 for the construction of all civil work. 


equipment and wiring will also be carried out by 
Egyptian contractors.
 

furnish erection engineers
The equipment suppliers will be required to 


to supervise installation of their equipment.
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C. Imn.lementation Schedule 

A tentative i=iementation schedule is show.n below.* 
A 

5.06 

more detailed sched".le 'U be prepa-red by the consultant as soon 

i -as his staf. arrives the fi7 e2d. 

Figure 7 

Project Imrlenentation Schedule
 

DateAction 

June 1976A.I.D.-GOE ).oan agre=ent 
GOE-SCC re-loa-n agreement July 1976 

GOE grants to -_. and SCC executed July 1976 
Nov. 1976Contract with. U.S. A/E firms 
Nov. 1976
Inf.tial. C._'. 's satisfied 

Jan. 1977
Initial ectinent =B's issued 

June 1977
First annual eNaluation 

Civil works constr-.-ction start July 1977 
Oct. 1978
Equipment erection start 

Dec. 197)
Plant start-up 

.--• ----
Commercial operations be-

June 1980
Termination of disbursements 

The grant is thus expected to be disbursed between October 1976 and
 

June 1980. A PPT. will be prepared- after-she:detailedproject.-schedulc

has been completed by the consultants. 

D. l'rocuremntft and ELfzbZurZc-,e'-.n 

5.07 Goods and services financed by the proposed grant will be 
accordance with the competitiveprocured in thc. United States in 

disbursedprocedures set forth in A.I.D. Ha'idbook I1. Funds will be 

pursuant to letters of commitment issued by-A.I.D. to-U.S. banks.. 

desi(iated by the GOE or to contractors. 

E. Monitoring and Control. 

5.08 A.T.D. will monitor the execution of this project based upon
 

SCC financial statements and upon periodic reports that the consultants
 
m-TheMiss i o n - i n - -will be required to submit to A;-I.D. and-to the --

Cairo will carry out regular site visits to inspect the progress of the
 

works and be in frequent consultation with SCC.and the consultant.
 

)_A
 

http:sched".le
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F. Evaluation 

5.09 In addition to the regular consultations and site visits, 
SCC, A.I.D. and the consultant will undertake joint annual reviews 
of progress made and examine any major problems encountered in the 
execution of the project. Within several months of the beginning 
of co=ercial operations, A.I.D. will undertake a final review to 
ascertain that the plant is operating at the level expected for that 
time and whether SCC is adequately staffed to operate the plant 
thereafter or, if the findings sc indicate, what further technical 
assistance may be needed.
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VI. COI=ITI00 AND C0 UNTS 

A. Conditions Precedent
 

In addition to the standard Conditions Precedent relating
 

to legal cpinions and the appointment of representatives, the
 

follo-wing Conditions ?recedent to the first disbursement will, 
in
 

be included both in the Authorization and in the
substance., 

Agreemunt:
 

(1) An executed loan agreement, between the GCOE and SCC,
 

satisfactory to A.I.D., under which $62.3 million of Grant 
funds
 

to SCC for a period of 15 years, including a gracewill be lent 

period of 5 years, with annual interest of not less than 10 percent,
 

without maintenance of vplue;
 

(2) An executed grant agreement between the GOE and SCC,
 

acceptable to A.I.D., for an amount of $23.1 million, specifying 
that
 

$6.7 million of that amount will b.! used to cover the foreign exchange
 

cost of consulting services and that the remaining $16.4 million 
will
 

-With
be used for other foreign exchbnge costs of tht: pvu-9t, 

million to the
understanding that SCC will issue stock for such $16.. 


four cement comnanies which participated in the formation 
of the
 

company at such time or times as may be agreed upon between SCC 
and
 

such cement ccmpanies; 

(3) A Grant Agreement between the GOE and EEA, 
satisfactory to 

'"' .z.,Lb m.e avatlable to EEA which• ,/ -lcnA.I.D., 
.. - " cr.?r ctLoUer f or..-o. .
 

for a power transmission line uud relatrd facilities to connect 
SCV'
 

plant to the national grid;
 

(4)Evidence, satisfactory to A.I.D., that 80 percent of the
 

capital stock of LE 16 million tu be issued by SOC have been sub

scribed and that 25 percent of.the amount.of such subscriptions
 

have been paid;
 

(5) Evidence of a valid and effective underwriting 
agreement for 

20 percent of the capital "stock.tobe..issued,by-SCC; ... 

(6) Evidence that SCC is a legal entity under applicable
 

Egyptian law;
 

(7) Opinions of legal cousel of SCC and EEA, 
satisfactory to
 

A.I.D., that the respective loan and grant agreements 
with the GOE
 

have been executed by persons duly authorized by the respective
 

binding obligations on such entities;
entities and are legally 

http:stock.to
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(8) An executed contract between SCC and a U.S. firm for

consulting 
 ser-ices required for the execution of the project. 

6.02 The substance of the following Conditions Precedent to
Disbursement for other than consulting services "ill includedbe in 
both the Authorization and the Agreement:
 

- Evidence satisfactory to A.I.D. that SCC has obtained legal
title to, or full rights of use of, all land required for the plant

and ancillary facilities, the quarrying of limestone 
and clay, theconstruction of office buildings and staff housing and to access to 
all such land;
 

- Evidence that core drilling in the limestone deposit has been
carried out extentto the and witt methods approved by A.I.D. as
 
sufficient to prepare a definitive mining plan.
 

B. Covenants
 

6.03 In addition to the standard general covenants which will beincluded in the Agreement but not in the Authorization, the substance

of the following special covenants 
will be included in the Authoriza
luu .nd the Agreemen;: 

(1) The GCE will undertake not to assign, abrogate or amend,
without approvaz by A.I.D., any of the Ageements with SCC and EN1A
 
concluded in connection with this Grant;
 

(2) To cause the Ministry of Housing and Reconstruction, or
other orraniation acceptable toto A.I.D., conoLruct a ptnuni 
: -. 1--necessary pipe lne to provide an aq'uu .. :.. LJIIur. .. 

flow of watcr to the pruject site for SCC in accordance with thoproject implementation schedule to be prepared by the U.S. consulLing
firm. 

(3) To set cement prices and the level of taxes impousd oUI cementat a level which will allow SCC to generate a reasonable profit onthe investment after paying for all production and other operation 
costs.
 

6.o The following special covenants are subject to negotiation

and will not be shown in the Authorization:
 

(1)SCC will fu -nish to A.I.D. not later than six months after
the end of each fiscal year copies of its audited financial state
ments for the preceding fiscal year together with notes of the auditors,
 
if any.
 

(2) SCC will furnish to A.I.D. any information which A.I.D. may
reasonably request relating to the qualifications and experience
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of the individuals -rcposed to be nominated to the position of 
Chairman or I.anging Director of SCC or other management positions 
to be agreed upon. 

(3) The COE -a2_. undertake to prepare vithin cne year from 
si na.ture of the Agreement a study of its pricing policies relating 
to the cement industry and to zcns- "_ ... d fro- time to time 

on the financia1 sit'atio: of the ce.-ment industry. 

(4) SCC will tndertake not to contract any long-term debt, 
nor any short-term debt in excess of LE 1 million, unless A.I.D. 
haE previously approved such borrowing in writing. 
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-COPY -

MINISTRY OF EONOYX 
AND ECOMIC CPERATION 

Economic Cooperation Division 
Office 

of the Under Secretary Cairo, 2nd June 1976 

Mr. Wilbert R. Templeton 
A.I.D. Representative 
United States Embassy 

D-ar Mr. Templeton, 

The Government of Egypt is planning to construct a new 
one million ton per year portland cerent plant at Suez to help 
meet the rapidly increasing demands for cremnt needed for con
tinuation of our reconstruction efforts. 

The total cost of designing and 	cos.tructing the re
as $160 million, includingquired facilities has been estimated 

a foreg c nG'. ~c et $95 nillion. 

We therefore request that the Agency for Internitional 
Development provide a grant of $95 million to cover such foreign 
exchange costs, including engineering, onsite and offsite facili
ties, spare parts and materials, and .training .in the operation.aDd 
maintenance of the facilities. 

'Me ezcz.--t of -pt wil! assure tnat t e-Hcz-Cflt 
C., tin organization that will. execu.u-r -he pwj., zs adequate 

to pay for the local currency cos:s of the project.Egyptian ponds 

Yours truly, 

/1s Gamal EI-Nazer
 

Gamal El-Nazer 
Undersecretary of State 
for Eoonomic Cooperation 
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Juxe 9, 1976
 

EGYPT - SUEZ COMANi P!ECT 
CEFrIFICATION' PtL.SU% ' TO SECTION 611 (e)

OF THE FOREIG ASS:.:)TAN' ACT OF 1961 
AS A' "'DED 

I, Wilbert R. Tie.pleton, the Pri..:ipal Officer of the Agency
for International Development, &i'.pt, havino taken into account, 
,wnng other things, the mai tena. :e and ulization of projects
in Egypt previously fina-nced bv 1.e United States, do hereby
certify that in r.y judcment Eqy-.. has bkoh the f-inancial capa
bility and human resources ca.b:.*ity to effectively .4_ntain 
and utilize the capital assistance to be provided for the con
struction of a one million ton p(!: annuci cerent plant. 

Wilbert R. Twplet -

AID Representative 

DATE: June 9, 1976 



ANNEX D 
Page 	1 of 10
 

ANNEX D 

CHECKLIST OF STA~E7.O7Y CRIT-IA 

The following abbreviations are used: 

FAA - Foreigi Assistance Act of 1961, as amended. 

FAA, 	1973 - Foreii Assistance Act of 1973.
 

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

HOA Merchant Marine Act of 1936, as x. e'n.ed.
 

All Reference to a Loan or Loan Funds Shall Be Read to Mean Grant or Grant Funds.
 
COUT, i y P'-,O . ,E
 

Treatm-nt of U.S. Citizens and firS. 

None 	 of the kio.rn cla-is of1. 	 FAA § 620(c). If assistance is to a 
governrz.ent, is the gove..ent i-2ble any U.S. citizen asserted 
as debtor or unconditional guarantor against the OCE meets the 

on any deb" to a U.S. citizen for criteria uf - ICti. Th 
goods or serces furrdshed or ordered a event, pt has aoeed 
where (a) a such citizen has exhausted to participate in a Joint 

to connider cebtsa-:ailable !egal remedies and 'b) debt Cor.dssion 
of Egypt to U.S. citizensis not denied or contested by such 

aid ..il!s,4:t
goverr.ent? 
 settlernnt of uich deb". 

6 If' a:;uistance to .t>.v St_,. 
Si:.v.2.f.:::t, has it (includine i.".veiii

rr:nt aEencies cr subdivisicns) taken ; I'r'er. ?flt to - .li a 
ay action %.h]ichhas the effect or Joint CIXr.);-. to diSc:us 
rrtiorm1iz:;, exqpioriating, or o,-her- cor!-en-at.ion ..TIT-'.Wicn 

2. 	 F,*.A 620(.)(!). is 9 (f 1> 

con';4ttt !-_..rrt 
property of U.S. citizens or entities applipI'lat= stopu icr th. 

purpose of this septicn. 

%rse 	seizing c,.nershtp or control of rrationl-kn es 

bnefically o',,ied by them i..thout 

tddrg steps to discharge its
 
olligaticns toward such citizens or
 
eItities?
 

3. 	 FiA § 620(o). Fisherman's Protective o instance of any such 
A:t § 5. if cotictry has seized, or seizure or tirosition of 
I posed any pe!nalty or sanction ar-ainst, such penalty or sancr o1 is 
ib.y U.S. fshtig vessel on acccur.t of its now IM1o,.
 
fi shing acti.ties in intornational
 
wters,
 

xz
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a. 	 has ary deduction required by Fi~her-
men's Prctective Act been rade?
 

has 	ccrplete denial of assistanceb. 
been considered by A.I.D. Ac r.inistrator? 

Relations v.ith U.S. Cov.,errnent and Other Natiors 

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

nish assistance to Cuba or fail to take 
approprate steps to prevent ships ir air-
craft under its fl.ag frcm car-r4y cargoes 
to or from Cuba. 

5. 	 FAA § 62(b). If assistance is to 
a govemrtent, has the Secretary of * 

is notState deter..ined that it 
controlled by the international 
Cmir.st moverent? 

6. 	 FAA § 6z(f). Is recip±ent -ountry 
a Co.=.,i.st countr-y? 

7. 	 FAA . 6m(i). Is recipient country 
in any, v.iy involved in (a)subversion 
of, or ilitay , 2ession atg'inst, 

r, ,tdStates or crY ccurtj - -Coduct.- 5r 

assiltance, or (b)
 

the p1warin of such subversion or
 
ag4 	esz on? 

8. 	 FAA § 63(). Ha3 the country permitted, 

failed to take adequate reasures to
or 

prevent, the darr.-g-e or destruction,, 

by mob z.ction, of U.S. property? 

1. 	 1.'ot Applicable. 

). 	 Not Applicable. 

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

The Secretary of State 
not controlled by the 

inteotonal colr st 
iovneent. 

o.
 

The 	President has not 
,cozdetetmired that the reci:, 

countr. involved In V,1ich 

The eiJc.IT, P lrii :', 
wdth th- F(1niUtTc'7. r'"
 

section 620(i) I:.z- c :*..
 

taind rhat!:; e'er ,.:
.m.,rt and '.:dee .r-, 

that no sufl.cimnt .. '. 
exists 	not to fin.mih' t.. 
assistance.
 

failed Frypt 1w-s ractivatee 'z9. 	 FAA :, 620(l). If the country has 
to i:n'titute the in'.vestment iarmanty • Invest:m-I.nt Guaanty Aj7-.,mt:..t 

pr';'nm fcr the specific risks of with the U.S. 
. . . .: pc ri0,.. in (vonw,:tibilit.y or

mrl."Ic-) 
' 
~sha• "!h" A.Z D. adhtnl

'on :Ithin the j'a:;t .'e-r coisid.-red 

" Id..r,:; as:;i:.t-.n to such fover,,nt
F;or 	 t:,s :N_--.son? 

http:Invest:m-I.nt
http:Co.=.,i.st
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10. FAA § 6 20(n). Does recipient coutry The.recipient'uInnsh goods 	 countr,. is notto North Vict-Nam or :oninpezit'ships or aircraft under its 
to he engaged in such 

a course of conduct.flag to cam-, cargoes to or from
North Viet-'a&n? 
FM .11-A. 0 (0 TS the Cover..meft of 	 No. such default exists.Reconclia'ticnthe recipient coLzt, 	 is tad-,- placein default on betw.eeninterest cr principal 	 the boo's of AD andof any A.I.D.
loan 	 the Goverr.-ent of Egyptto the country? 	 in 

re _rd to zcvcral very minor 
L2. FAA § 620(t). Has the country amunts. 

severed dpi 	 Egypt severej diplomaticatic relations uith relations i.rith the U.S.the United States? 	 inIf so, have they
been res-.ed and have 	

1967. Diploatic relationsnew 	 bilateral
assistance a .eem.nts 	 no-l ? )'een restr'ed. ,ewbeen negotiatedand entered 	 bilateral assistance agreeinto since such resuTption? ments have been entered into 

.3. FAA 620(u). ,-That is the pa,.-.0nt 	 since such resuz.tion.status o Lhe country's U.N. obli-	
Egypt has paid al! of its
outstanding U.N. obligations.gations? if the 	countr, ±s in arrears, were such arrearage, taken

into account by the A.I.D.
 
A -r,'.Lz~ inor detenmirtrg

the cur:'ent A.I.D. 
 Cperatio,,a1l 
Year Bu get?
 

L"9I.4. 	 FAA L Ras the goverrrent of 
recipieit country failed 

o. 
to take

adequat. steps to prevent narcotic

(] ,," .,d Other contr1olled 
 ut 	 iccs(.. " .= 1."the Cn.'? h zsi.e Drug 

A~sc~P.-e tin and Cc-,ncrol Act of

1970) producr.d or proce;sed, i in.hole
 or in p-utt, in such country, or Lrans
ported !.iuough such country, 
 frcm being

sold illegally iithin the Jurisdiction
 
of such country t:o U.S. Goverrnmnt I
persorr,!l or their dependents, or fromentering; the U.S. unlawfully? 
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i a. (a) 	 Trere baa-15. 	 FAA If mdlita- base is is o l haze i. 
iocatce2 in retc-Ipent court:-,, and was Eu7t..ithin th definition of 
construzted cr i.s bei:-C rzi-Intained or this section. 
opera.tez fun-s . :ed by U.S., 
a.- (b U.S caP ou t 

=.era,-'=- fr:m base,
 
has t, -F,-s-- e t e ;that the
 
gover-.7.nt of recIpient coyt.- has
 
authori;,ed regalar access to U.S.
 
correspondents to such base?
 

Military Eoenditures 

16. FAA 6:O(s). percentage of The President has ta.:en ntok r.hat 
co=nt-,' budget Is for mAlitary account each of the listed 
ex.er tures? Hz: mrch of foreign 	 consideratlcr s as to curent 
exchar;.C reso'rces spent cn military 	 ndlitarj e.enditures by the GA' 
equip-ent? Ho:.,ch spent for the 	 and has deter, lined that these 
purchase cf sophisticated veazons 	 do not "nhibit economic aid 
systems? (Co.siera.on of these 	 to Enpt b*ut rather that the 
points .s to be ccordinated .th 	 projected pnroga-, contr butes 
the Lvz.au :or ?rcs _niPolicy 	 the - fo 

Coordinitlon, iPe~.cnal Coor-inators. 	 the Ff.A v..ich seeks to reduce 

and iQ~try Assistance Staff (PPC/RC).) arts costs and to stir.ate 
economic develo.n-ent. 

CO;,i1I;'S c-." '.uE1 ;:"
 

General Souiness 

17. 	FAA § l(a)(!). Prior.tosi.*iirg aIf The neccssa- plins o cot 
lonx w!-!thce:v te (a) en:,o r n ,estinmtes =u' co.-pleteJ. 

firzilc:.l, and other plans nocessarj 
to ca-r'" out the assistance and 
(b) a i,.asznably i'ii, eftiritm of the
 
cost to the United States of the
 
assista' .ce?
 

18. 	 FAA .5 r,la)(?). If further ,ofuther !egi31at '' :'-cn 
1leI-al .veactlcn is required uithln is reoIre to tl:-::.o 

,rec ip::.z- co..,n, , ::rt is basis for the prn[ sr- than ccn.':'.
-azs"c e;- catirn that such action teon %ction pert , n....

'..l cr:m.,t.'A. In ...-to pecmdt ",. I d ." a: ; . 
o0,iKL', ;,czcrpii . ':: of th_' pLurpoze 
of the .0oa..
 

http:Co.siera.on
http:gover-.7.nt
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-19. 	FAA 5 611(e). If loan is for Capital e A.I.D. Reie ative in 
Aesistance, and all U.S. azsistance to Egypt has so certified." 
project now exceeds Si million, has 
Mission Di.ector certified the comt-.y's 
capabl ity effectively to raintain and 
utilize the project? 

Loan's Felaticns.hin to Achievennt of 
Countri and P--e, ticnai Cals 

20. 	FA § 601(a). Information and conclu- The Grant viJ. increase the 
sions whetrier loan w.ill encourage ef- flow o intermtional trade 
forts of the cotzitr, to: (a) increase and imrave tebhnica 
the fLo: of international trade; (b) efficiency of :industry, 
foster private initiative and ccrpeti- agrimlatie mad c=nerce. 
tion (c) encourage develcpment and 
use of cooeratives, credit uniors, 
and sav-_rrs and loan associations; 
(d). di scourage mcopolistic 
practices; (e)iniprove technical 
effiblency of industry, aqicylture, 
and cor.ferce; and (f) strengthen 
£rme labor urins. 

21. 	FAA § 619. If Essi~t~ribe *i for Egypt isnot a nm-,y
 
newly independent countrjy; is it 	 indeDendent country. 
furnished throuh_" multilateral
 
organizatlons or plans to the
 
nnr-Lrdnun extent appropriate?
 

.. az:'s Efftc. r,:i U.2. ad A.I.D). ProMram 

22. 	FAA 5-'601(b). Information and The [reat rajorlty of funms 
conclusion on hoa the loan will expended are for jooda and 
cnccw--,-;e U.S. private trade and services from private U.S. 
investm.ant abroad and how it will concerns. 
encouro.e private U.S. participation 
in foret assistance programs 
(iUncludlnz use of private trade
 
charm.el, and the services of U.S.
 
private enterprise).
 

.4 DX
 

http:charm.el
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23. 	FjA f 601(d). If a capital 
ander,,..Ieerir.project, are 

ser-rices of U.S.
professlonal 
fiz,- and their affl!/ates
 

±.--- extent
used 	 to the 
the nationalcor-sistent wi_.th 

interest?
 
Procurement of goods and
 con-602. 	 Infoz'ation and services .ill be pursuant to 

24. 	FA.A Info. ion andscness established AID regul.tio.602.--r
2lu.*FA .-:
clusion w.,hether U.S. jrrall businessin the
 
will participate equltbly 


goods and services
furnish-Ing of 

financed by the loan.
 

Will 	the loan promote
25. 	 FA;. § 620(h). 

or assist the foreign aid projects
 

or activities of the Comu~nist-Bloc
 

countries? 
echnical asistnce -w-1ll be 

Technical Assistance 	 the greatest: practical'n,exter
FAA § 621. Ifb Tchia stno 	 :t.-.!Iclp'26.121.e 
 Ica..e.....
26. 	 it V'inMced by , 

p c:trprcnn a
ontrai 


tion 	and concluson %.hether-such- ontract basis.
 
assistai-c %.ill be furnished to 


practicable as
the fullest extent 
goods a-d prcfe-sion l and other
 

frcn private enter'pr'ise
service': 
If the
on a 	coitract basis. 


es of other Federalfait ..
 
a:enr&,. Ii toe ,tili7fed,
 
inifcVA. .!.Pa"'" concluAIofl o::
 

w.hethei, they ai,. poaticularly
 
are not cc-7metitive
suitabl.,, 


rith private enterp'ise, and
 
can be i'ade availablc without
 
undue interfeicnce with douestic 

program.
 

itance 	v.th Sncific Reouirernts.Loan's Cocn 
used 	to 

0 '.-;Ill lean be 
27. 	 FA: 

tra,i" or related?a -e-police 

prora, in recipient comntr7?
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28. 	 Ft 5 114. ill lcan be used to pay 
for per:orance of abortions or to 
motivate or coerce persons to 
practice abor-icns? 

29 FAA § E.L(a). Will all co.7.Aodity 
.proc=e:-nr fir-nced under the loan 
be frz, the United States except as 
otherz*ise determined by the President? 

30. 	 FAA § 604(b). Wanat provision is made 
to prevent financing commodity pro-
curement in bulk at prices higher 
than adjusted U.S. rarket price? 

31.-	 FM § 6C14(d). If the cocperatiiZ 
colnt.,' dscrli-:nates against U.S., 
ra rine insurance ccraies, "..ll 
the lca'-n agreement require that marine 
insuranrce be placed in the United 
States fn ccrodities financed b." 
the loan? 

32. 	 FAA 5 61,11(e). If offshore procu-e-
nmnt of a'icyitral crodity or 
product is to be ffnanced, is there 
provisi-n ag.anzt such prociz'ement 
when th.: dc.,stic price of such 
c.::.,ix.y is lcss than parity? 

33. 	 Fr.A § 5"iS(a). TnfozIraton 
measurz:* to be ta!.:en to utilize 
U.S. Oi:er m.nt excess pevrsonal 
prcpert7.v in lieu of the procure
ment of new ite-is. 

34. 	 FAA !"6l1(b), Amt. (i101. If loan 
finan=ce water or water-related 
land re3ource constnuctJon project
or prog.., is them a veneflt-cost.
 

cor.pu=ation made, insofar as 
practicible, in accoztI2-ince i.,ith 
the nrcfedurzes set forth in the 
.moran 1,m of the Frsident dated 
I' y 	152,10162? 

No. 

Yes.
 

Commoodity procurement in bulkc
 
is not to be financed.
 

Yes.
 

There will be no such
 
procurerent. 

Consideraticn will he rtv.2,n 
to the u--2 of excess procrtv 
when practical. 

No v.ter-relatod land reesc~ce 
is to be financed.
 



35.1(o)..A § Ilf contracts for con-
str'Jti.' az- to te fir2nced, what 
provsimn w"I be they be.. nde that 

let cn a ccr._etitive tasis to
 
raz.._.., e.*tent practicable?
 

,,.). 
steps tc-en to assure that, to the 
rx.-'_:. extent pcssible, the country 
is contribtting local currencies to 
reet t'e cost of contractual and 
other ser.,ices, and forein currencies 
o'.-.ed b:, the U.ited States are uti
lized t,) meet the cost of contractual 
and other services.
 

35. ._. 612(b); Cescribe 


3i of ?r 9.:--!937. 	 Secticn 'Q an.d 
(f 1c7) . ill any part of 

the loan be used to finance
 
direct"% or _..dLectL mdlterj 
or para.-"l_'.ta_-j cperatiors by the 
U.S. or oy "'creirn rorces U: u1. 
over La_'s, Cambsdlia, North Vietnam, 
South V.etran, or Thailand? 

'7. 	S-Ztin 7 of F:O .-9 (:,\ of 1973)' 

Ar-. .!.ar pal-,. of this T-an 
be uzed to CId or assist generally or 
in th2 -cor.ztnr'ictic of ',th Vie*,cim? 

6oj. 	 A E-Des the Ur.lted Z..'ats§.'u). 
O,.n -:,xc-.ss fore!L". cwreny amd, if 
so, . a- arrargezrents have been made 
for itz release? 

FAA 6E.g(). -1:nat provision is thereLO.0. 

anst use of subject assistance to 

co-,e..te*o'.mers for expropriated or 
natior-%a .ized property? 

Ll. 	FA 6"'(k). If construction of 
pro'uct"ve enrerp.rise, will 2sryegate 
,,a ' assistance to be fu.rmishd 

e....- States exceed $100"ted

zillion? 
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' or 

ze
 
provide.
 
Tllhe Grant Ag-e.ent SO 

The agreerent ill so provide.
 

No.
 

I-O. 

Fnhaavo'r is hir.- r ; ... 
net;otiation of "r, Z 'r,..
 

for the relicea:( of U.:.
olned non-P.L. gQ%
poi....
 

The aveerent %Allnot p-:nJ t 
such use. 

o.
 



Annex D
 
Page 	 9 of 10 

42. 	FAA q 63"(i). %ill any loan funds be 
used to 'innnce puchase, !on-tern 
leasc,.or exchfnge of rotor vehicle 
rxnufactured outsid? the United States, 
or any ua anty cf such a transaction? 

43. 	 Po. 5 103. Will a.-,y loan funds be 
uzed to paU pe:.Ziorns, etc., for 
military personnel? 

If loan is for capital
44. 	 Aco. § 105. 

project, is there provision for
 
A.I.D. approval of all contractors
 
and contract terms?
 

45. 	 Ano. § 107. Will any loan funds be 
used to pay U4 assessments? 

46. 	 ApD. § 108. Ccliance with regu-
lations on erloyrent of U.S. and 
local personnel. (A.I.D. Pegulation 
7). 

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

be used to carry out provisiors of 
FAA § 209(d)?
 

48. 	Anp. §112. V.ill any of the funds 
apprcpriated or local currencies 
1-ererate~d as a result of AID nussist

-.--:......'! for suppcrt of police 
or F iz c. cc!nstnLict;in n_ a ir,5
tration in South Victnndn or for 
suppcrt of police training$-of South 
Vietnamnse? 

49. 	App. § 113. Describe ho.w the 

_Com.1tt,!e on Appropriations3 of the 
Senate -nd House have been or will 
be notiftied concerning the activity, 
prcagram, project, country, or'other 
operati,:n to be financed by the Loan. 

No. 

No. 

Yes.
 

No.
 

Yes.
 

No.
 

1o.
 

ce '::lv ln...itt, 1ive 
notified 15 days In adv,;:' of 
obliigation. 

http:leasc,.or
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5 	 . Ann. 5 601. Will any loan finds be* 
usef fcr publicity or prcpaganda 
pur-pos-.5 .Lthin the United States 
not authorized ty Ccr.,ss? 

1io.of the funds51. 	 Azn. , 60L. WII ary 
app-priated for t-is project be 
used tc funish petrnleum fuels pro
duced in the contir.ental Uited 
States to Southeast Asia for use
 
by non-U.S. rationals? 

52. 	 !'.!. § 901.b" FAA 6110C. 
(a) Cc-.liance ,4ith requirement
 
that at least 50 per cent-, of the
 
gcss tcrrz-ce of co-.r.ities (cm
puted separately for dry bull
 
carriers, dry cargo liners, and
 
tankers) firnanced i,-ith funds rnade
 
available =nder this loa-n shall
 
be tran.sorted on privately orned
 
U.S.-flag cc,.ercial vessels to
 

available at fair and reasonable ... 
rates.
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J'NNEX F 

Suez Comenr Comoanv
 
Projected Income Staten.encs
 

($000) 

Year 1 2 3 4 5 6 7 8 9 10 

Operating Capacity 80% 90% 100% 100% 100% 100% 100% 100% 100% 100% 

Production: Ordinary Cement 510 580 640 640 640 640 640 640 640 640 
Rapid Cement 210 230 260 260 260 260 260 260 260 260 
Mixed Cement 140 160 180 180 180 180 180 180 180 180 

Total Production 860 970 1080 1080 1'80 108-0 1080 108---0 1080 1 

Sales Price: Ordinary Cement 37.31 
Rapid Cement 39.87 
Mixed 33.46 

Sales: Ordinary Cement 19028 21640 23878 23878 23878 23878 23878 23878 23878 23878 
R4pid Cement 8373 9170 10366 10366 103t,6 10366 10366 10366 10366 10366 
Mixed Cement 4684 5354 6023 6023 623 6023 6023 6023 6023 6023 

Total Sales Revenue 32085 36164 40267 40267 4'0267 402u7 40267 40267 40267 40267 

Income from Transport 267 301 335 335 335 335 335 335 335 335 

Gross-Income 32352 36465 40602 40602 40602 40602 40602 40602 40602 40602 

Cost of Goods Sold 14281 15653 16338 16338 16338 16338 16338 16338 16338 16338 

Gross Profit 18071 20812 24264 24264 24264 24264 24264 24264 24264 24* 

Fixed Expenses: 
General 790 790 790 790 90 790 790 790 790 790 
Deprec. and Amortiz. 5909 5909 5909 5909 5)09 5064 5064 5064 5064 5064 
Interest on AID Loan (10%) 6284 6284 6189 5789 5-!.9 4864 4328 3729 3088 2371 
Interest on LE Loan (7%) 2045 1892 L729 1554 1107 1166 951 721 474 210 
Provisions 100 100 100 100 '30 100 100 100 100 100 

-Total Fixed Expenses 1512 14975 14717 14142 175 11984 11233 10404 9516 8535 

Net Profit before Taxes 2943, 5837 9547 10122 10!49 12280 13031 13860 14748 15729*C 

o 



(Continued - Annex F). Suqz Cement Companv 

projected 1lcome Statement 

($000) 

Year 1 2 3 4 5 6 7 8 9 10 

Less 10% Legal Reserves 

(Appropriated Retained 

Earnings) 

Taxable Income 

Income Tax (39.77.) 

Net Profit 

294 

2649 

.2649 

584 

5253 

5253 

955 

8592 

8592 

1012 

9110 

9110 

1075 1223 

974 11052 

.5269 

9674 11052 

1303 

11728 

.11728 

1386 

12474 

12474 

1475 

13273 

'8004 

1573 

14156 

56 

8536 

Net Profit as a % of Sales 8.3% 14.5% 21.3% 22.6% 24.0% 27.5% 29.2% 31.0% 22.7% 24.0% 

IV.
 

0 



ANtE): G
 

SUEZ CEMINT COPA:;Y
 

Cost of Cement Sold
 

........................
Production 2 of full capacity 


Raw Materials:
 

- LimestQne & Clay 1 


- Other additives & gypsum 


- Sand 


Sub-Total 


Fuel and Power:
 

- Heavy fuel oil 


- Electric power 

Sub-Total 


Refractories and Grinding Media 

Spare Parts and Maintenance 


Direct Labor 

Other Expenses 


Total Operating Costs 


Selling Expenses' 


Cost of cement sold
 

Locally in bulk. 


Packing 


Additional Expenses for Exports 


Total Costs of Cement Sold 


US Dollar Equivalent (in uOO's) 


-9,
 

Year 

1 


80% 


281 

54 

9 


344 


625 

777 


1402 


432 

761 

362 

326 


3627 


43 


367C 


1720 


180 


557 


$1-,2 


L.E. 1000
 
Year 


2 

90% 


305 

60 

10 


375 


694 

862 


1556 


480 

761 

402 

362 


3936 


49 


3985 


1940 


180 


6105 


I" $15,653 


Year 3
 
through 10
 

100%
 

339
 
67
 
11
 

417
 

694
 
862
 

1556
 

480
 
761
 
402
 
362
 

3978
 

54
 

4032
 

2160
 

180
 

6372
 

$16,338 
 d
 
0 



SUEZ CumIEwr COmPA.." 

Organization Chart
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ANNEX I 
ANNEX I Page 1 of 3 

COST ESTIMATE 

Egyptian Foreign 
Pounds Exchange Total' 
(in $000) (in $000) (in $000) 

A. SCC Assets 
1. Land and Imorovements 

Plant 5ite 165 165 
Mining Sites 550 550 
Roads 415 415 
Sewers 275 275 
Fencing 165 165 
Internal Railway 445 105 550 

Subtotal 2,0.15 105 2,120 

2. Mining Eouioment 
Drill Rigs and Jack Hammers 563 563 
Mobile Compressors 104 ..104 
Blasting and Testing 39 39 
Face Shovels 2,719 2,719 
Front Loaders, 5m3 248 248 
Front Loaders, 3m3 96 96 
Bulldozers 272 272 
Uump Trucks 92U 92U 
Mobile Crane, 30-ton 172 172 
Mobile Cran-, 10-ton 52 52 

Subtotal 5,185 5,185 
Spare Parts 520 520 
Freight and Insurance " 775 775 
Customs Duties and Clearance 179 179 
Inland Transportation 156 156 

3&.::t,)al 335 6,48,. bL 5 

3. Cement Plant Equipment 
Limestone Crushing and Conveyors 2,085 2,085 
Clay Crushing rnd Handling 1,745 1,745 
Raw Mix Grinding and Drying 5,805 5,805 
Kiln 11,740 11,740 
Electric Filters 2,150 2,150 
Clinker Grinding and Dust 5,335 5,335 
Collection 

Cement Silos 2,150 2.150 
Electrical Equipment 6,580 6,580 
Laboratory and Workshop 880 880 
Misc. Equipment 1,410 1.410 

Subtotal 39,880 39,880 
Spare Parts 3 690 3,690 
Freight and Insurance 6,535 6,535 
Customs Duties 1,503 1,503 
Inland Transportation 1,307 1,307 

Subtotal 2,810 50,105 52,915 
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COST ESTIMATE (continued)
 

Egyptian 
Pounds 
(in $000) 

Foreign 
Zxchange 
(in S000) 

Total 
(in $000) 

4. Cement Plant Construction 
Crusher Plant 
Raw Grinding Plant and Storage 
Kiln Plant 
Clinker Grinding Plant 
Bagging and Loading 
Utilities 
Administrative Building 
Housing Colony. 
Misc. Construction 

Subtotal 

1,770 
2,680 
6,420 

.2,465 
995 

3,325 
580 
500 
490 

19,225 

1,770 
2,680 
6,420 
2,465 

995 
3,325 

580 
500 
490 

19,225 

5. Transport Eauipment 
Trucks and Trailers 
Employees Bus Transportation 
Service Cars 

Subtotal 

355 
205 
700 

1,260 

1,890 
150 

2,040 

2,245 
355 
700 

3,300 

TOTAL, A-1 to A-5 25,645 58,730 84,375 

6. Contingencies and.Escalation 
Physical Contingencies - 10% 
Escalation - 24% 

Subtotal 

-
2,565 
6,155 
8,720 

5,875 
14,095 
19,970 

8,440,: 
20.250 
28,690 

TOTAL GROUP A 34,365 78,700 113,065 

B. Services 
1. Engi eiering and Mana8ement 
2. Training 

Subtotal 
3. Contingencies & Escalation- 34% 

1,425 
200 

1,625 
540 

4,000 
1,O0 
5,000623 
1,700 

5,425 
1,200 

2,240 

TOTAL GROUP B 2,165 6,700 8,865 

C. Power and Water 
1. Power Transmission and 

Substations 
2. Water Line from Suez 

Subtotal 
3. Contingencies & Escalation-34% 

.7,630 

1,925 

9,555 
3,249 

3,'400 

3,400 
1,200 

11,030 

1,925 

.12,955 
4,449 

TOTAL GROUP C 12,804 4,600 17,404 
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COST ESTIMATE (continued)
 

Egyptian Foreign

Pounds - Exchange Total
 
(in $000) (in $000) (in $000)
 

D. Other Costs
 
1. Pre-Project Expenses 
 1,545 
 1,545
2. Administrative Expenses 1,530 
 1,530
3. Working Capital 
 7,985 
 7,985
4. 'Interest During Construction 10,586 
 10,586


Subtotal 
 21,646 
 21,646
5. Contingencies and Escalation 
 520 
 520
 

on Item 2 - 34%
 

TOTAL GROUP D .
 

GRAND TOTAL. 71,500 
 90,000 161,500 



ANNEX J 
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SUEZ CEMEMT CO. 

ECONOMIC RATE OF RETURN 
(in000 L.E) 

TOTAL COSTS 
TnTAL CAPITAL OPERATING A NFT 

YEAR REVENUES COSTS MAINT. COSTS REVENUES 
-13 
 (2) (3) (4) 

1976 1694 - (1694 
1977 - 13226 - (13226
1978 - 48342 - (40?42 
1979 - 32329 -. (32329) 
1980 22231 - 9455 12776 
1981 25075 - 10407 14668 
1982 27918 m 10833 17085 
1983 27918 - 10833 17085 
1984 27918 10833 17085 
1985 27918 10833 17085 
.1986 27918 10833 17085 
!9R7 27918 10833 17085 
1988 27918 10833 17085 
1989 27918 .10833 17085 
1990 27918 10833 17085 
1991 27918 10833 17085 
1992 27910 10833 17085 
1993 27918 10833 17085 
1994 27910 10833 1'7085 
1945 27918 10833 17005 
l-IM 27918 10833 17085 
1997" 27918 10033 170C5 
1998 27910 10833 17M85 
1999 27918 10033 171085 

'2000 27918 (4779G) 10833 64831 

Internal Rate-of Returin 14;6
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SUEZ CEMENlT CO. 

NOTE TO ECOHMO1IC RATEEXPLANATORY 
OF RETURN1 CALCULATIOrN 

Column 1 - TOTAL REVENUES - Annual total productiQn from Annex F (Projected 

$38.00 per metric ton divided by 1.,7 to 
The parallel exchange rate 

is assumed throughOut
Income Statements)-multiplied by 
convert to Egyptian L.E. 

as I L.E. US$1.47 

For 1976 through 1980, the 
annual distribution 

-
Column 2 - CAPITAL COSTS Capital Costs were 
16%, 59%-and 23%. 
as follows: 2%. 

ottained from Annex I (Cost 
Estimate) excluding interest 

during construction
of capital costs was 

In order to convert Annex I 
(less exclusions) into 

and working capital. 

Egyptian L.E. and shadow price 
the direct foreign exchange 

capital costs,
 
exchange
 

the local currency procurement 
was divided by 2.564 (the 

officlal 


to L.E.) and the direct foreign exchange 
outlays by 1.47
 

rati of the US$ 

(the parallel exchange rate 

of the US$ to L.E.).
 

A salvage value of 50% of the 
capital costs was adopted in 

the terminal
 

year of the caicula61on..
 
oSdl.--For each- cas t-.-4tew(exc-Iuditng-.
The basic information was
 obAtaoUb MAINTENANCE COSTS 

- OPERATIN&Column 3 
 oefmen ig
G Cost-of .nne o dVf to the foreign
-btaned from 


shown in Annex G an assumption was made 
as 

heavy fuel oil) The proportion of the cost 
Item 

exchange component included 
in the cost. 


assumed to be a foreign exchanne 
cost was multiplied by 1.74. 

the ratio
 

exhhange rate to the parallel exchange.rate. .The-.follow:ing, 
of the official items were utillzed: Raw

of various cost 
foreign eyc'-?"-e proport 4 ons 

- ..
,..

electric power, 40%refractorie,.nd othermaterials, 25%; Direct labo'r, 

spare parts and maintenance, 
50%. and packing, 100%. 

-.local resource costs. 

expenses and selling expenses were 

assumed as 


is priced at about 25% of wnrld 
market
 

It is reported that heavy fuel 
oil 


This cost item was, therefore, 
increasee by a factorof 4.
 

price. 


less Colum 2...,Co un 3.. 
- Column-- REVENUES-Column 4 ET 

http:40%refractorie,.nd

