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ABBREVIATIONS USED

Arab Fepublic of Egypt

Govexrtment of Egypt

Suez Cement Company

General Organization for Industrialization

Egypt Cement Office

Arab-Swiss Engineering Company

International Bank for Reconstruction and Development
Ministry of Housing and Reconstruction

Egyptian Electricity Authority
Tourah Cement Company
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METRIC AND CURRENCY
CONVERSICNS
CURRENCY EQUIVALENIS

Official Rate:X US $ 1.00 1E 0.39
iE 1,00 = US$ 2,564

Parallel

Market : Us $ 1.00 = 1F 0.68

1E 1.00 - USS1.47
WEIGHTS & MEASURES

1 Metric Ton = 1,000 Kilograms (kg).
1 Metric Ton = 2,205 pounds (1bs)
1 Kilometer = 0.62 es
1 Meter (m) = 39,3 inches

l‘nua official rate was used throughout this paper except where
othexrwise noted. :

i.
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5., Project Cost: The cost of constructing the cement plant,
provid ing engineering and management con-
sulting services and providing for vorking
capital and payment of {nterest during the
construction period is estimated at $90.0
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 allcwance for contingencies of ten
percent (10%) and escalation of twenty-four
percent (247%).

6. Description and Purpose of Project: The objective of the
Project is to support future investments in
infrastructure, such as roads and ports,
{ndustrial and agricultural development projects
and to reduce the need for cement imports. The
Project consists of the construction oi a cement
piant and auxiliary facilities, the development
of limestone and clay quarries to provide the
bulk of the raw material requirements of the
plant, and the constraction of water and power
lines needed for its operation.

7. Source of Funis: Supporting assistance.

8, Other Sources of Financing: No other donor aor qrgantzaﬁion
has indicated an interest in participating in
this Proiecr.

9., Mission Viecws: ‘The Mission fully endorses the Project and

the Mission Lirector hae -vesommended -authoriza-- -
tion of the Graut in accordance with Section
6l1(e), FAA.

10. Statutory Checklist: All statutory criteria have been met
(See Annev C).

11. Recommendation: - That a Grant in the amount_of $90,0Q0,000 be.
authorized on terms and conditions set forth
in the Draft Grant Authorization (Annex A).

Project Committee:

USAID/CAIRO AID/WASHINGTON
Chairman: Robert N. Bakley Chairman: Justin Williams
Loan Officers: Domenick J. Scarfo Loan Officers: Dan D'Antonio
Charles Patalive . Gary R. Redman
Engincer: Philip S. Lewis Engineer: James Cooperman
Counsel: James Phippard Counsel: Robert B, Meighan
Economist: Leonard G. Rosenberg

b4
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PROJECT PAPER

" SUEZ_CEMENT COMPANY (SCC)

I. SUMMARY AND RECOMMENDATIONS

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

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

(MOHR).

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 wiil have 4 waturity uvi [iiteen (15)
years, including a grace period of five
(5) years, with interest at ten percent
(10%) per annum;

B. A grant cf $16.4 million to SCC to finance
part of the forcign exchunge cost of assets;
SCC will issue shares to the four existing
cement companies feor z2n .0 lvatent amournt,

C. A grant to 5CC of $6.7 million to
finance the forefgn exchange cost of en-
gincering and management servicer and of
training;

D. A grant of $4,.6 million to LEA 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 Supply

2.01 Domestic consumption of cement was about three million tons
per year in the years immediately before the 1973 war and remained at
that level in 1974 and 1975. 1In the latter two years, 470 thousand
tons and 740 thousand tons, respectively, were exported. It is, how-
ever, doubtful that the consumption figures for the post-war years
represent actual derand. The fact that shortages of cement have become
chronic, and that inadequate foreign exchange was available to finance
imports, clearly indicates there is an unsatisfied latent demand.

2.02 Investment plans of the GOE, and forecasts of cement requirements
based on them, have reculted in projections of a rapid demand growth by
the Ministry of Housing and Reconstruct ion (OHR). MOHR estimates that
demand will increase tu six million tons in_1979, 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
million in 1984. Since the GOE includes exports, in its projections, Z/.
the =wc cers of figurze are ahnut nne million tons apart at the end of
the period (198%4). There appears to be no question that demand will

rise substantially within the next few years, and that large additions

to manufacturing capacity will be needed to meet it. The new plant at
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 production capacity of
these cc=panies is about 3.8 million tons per year but actual production
fluctuvaces somewhat below that level. The expansion Frens ul Lhe COLC
{nclude the construction of new plants and the expansion of existing
plants to reach an annual production capacity of 7.8 million tons by
1981 and ten million tons by 1984, Details of the expansion program are
given below in paragraph 2.05. .

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

2/ The GOE has !'committed' exports Co 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 1/ yas the Tourah Cement Company founded in 1927 and now
producing, after several expansions, 1.4 million tons annually. The
Helwan Portland Cement Company followed in 1929 and now also produces
about 1.4 oillion tons. In 1948 the Alexandria 2ortland Cement was
formed and still remains the only company with production facilities
outside the Cairo area; it now canufactures 500,000 tons arnually.
The National Cement Company was formed in 1956 and now produces
700,000 tcns in its plant at Helwan. All four companies are owned by
the Government. No new plants have been built since 1956, although
a number of expansions of the existing plants have taken place,

2,95 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 Kumait's participation,
and new plants planned for Alexandria, East Maadi, Nagh Hammadiand and
Assiut are to add an additional 2.25 million tons; the Suez plant, the
project here discussed, will add one million tons, and other expansions
about 900,000 tons, for a total planned capacity of the industry of
about ten miliion Lous by 1284, Thc cize ¢f the investmenr reauired,
and the uncertainty about the financing sources to be used for a number
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 projections of domestic demand and the uncertainties surrounding
export possibilities beyond the ~2xports 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.

2.0u0 Sules and distridbution of cemeut are hanuicd Ly the Egyptian
Cement Office (ECO) in Cairo. Its operating expenses are paid by the
four cement companies in proportion to their annual production. The
ECO receives a'l orders from customers and dealers and a-ranges for
shipment from the producing plants; it has its own fleet of trucks
which in combination with sub-contractor flcets, transports 95 percent
of all production. .The balance.is shipped by rajl (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.
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2. 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 operating costs. In the last ten years, the factory gate price

has been increased only twice, in 1969 and in March 1974; the retail
price, however, has changed more frequently as a result of the impo-
sition of cpecial taxes paid by the consumer and collected by the

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

Figure 1

(LE per Metric Ton, Bagged)

Excluding Including

Period Taxes Taxes
1965-69 - - 4,10 - 5,50
1969-72 . 5.10 6.50
Feb, 1972 - larch 1974 5.10 7.50
March 1974 - July 1975 8.25 11.50
July 1975 - Present . 8.25 13.40

Thus, while the gate price of the producers has increased by 00 percent
g8 ince 1974, the retail price, exclusive of transportation costs which
are charged sevarately, 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 ctypes of
cement; they range from a factory gate price of LE 6.25, net of taves,
for Jve.nary Portland Cement in bulk to LE 17.25 for ¥™':. Toment, « The
corresponding dealer prices range from LE 11.40 to LE 22.40 for the sane
grades. These prices are valid for all producers, except the Alexandria
Portland Cement Comparny which is allowed a slightly aigher price, i.e.,
LE 0.56 more than the >ther producers. Bags arc charged at LE 2.00 per
ton. The margin Letween the factory gate price and the dealer price

(or consumer price for users purchasing direct from LCO) is represented
by a variety of taxes. (Sce paragraph 3.13 for dctails.)

2.09 Due to differences in transportation costs, which are borne
by buyer, delivered prices very in different parts of the country.
They are lowest in Cairo at LE 15.50 per ton, bagged and highest

in Aswan at LE 22.40; prices in Port Said, Suez and Alexandria

are clustered around LE 17.00.

2.1v The "deeler price" of LE 11.L0 per ton (factory gate price
plus taxes) for Ordinary Portland Cement in bulk eguals $29.16 at

the officicl rate of exchange end $19.38 at the parcllel market rate
($1.70 = LE 1.00). A comparison of these prices with current prices

1O x
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in other parts of the wcrld show: that they are at *he low end of
the renge fcr dczestic prices in European countries. Sgpain, wvhere
cement prices are subsidized, is the only ccuntry vhere the price
peid by buyers at the rlent gate it subztantizily belew the Egyptiian
level, computed at the official rate of excharge (£20.50 per :c:) i/

In other ccuntries, bulx srices range frca under 327.00 ir Greecez
to over 342,00 in France. A 20-city average trice For the United

States is cozputed et just undéer 345.00, delivered within 2ity limits.=
If the parallel rarket rate cf exchange is used for comparison purposes,
Egyptian domestic cement prices ere lower than in eny other country
incluéed in the review.}/ One reeson for the low prices in Egypt 1is
the subsidization of oil prices paid by cement producers; their coct

of fuel oil is set at about 25 percent of the world merket price.

2.11 Egypt began importing cezent in 1975 when one zillion tons
vare purcheced 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 irzcsiticn of the egualizetion tax ¢f LZ 1.20 per

ton on all domestically produced cement; it is designed to cover tte
price differential paid by MOHR when it Lmports cement.

D. Project Beckgrcund

2.12 In October 1975 the GOEM submitted to A.I.D. a propozal for
the construction of th: Suez Cement Plant. The COIM proposed estat-
lishment of a joint stock company for the annual production ol a
million tonz of cement tc meet Cunal Zone and Sinai reconstruction
requirements. Since then the proposed project has been the cubject

¢ Witensive discucsions arl ._reviews by severad. tecanienl consultante.. .. ..

rigeuncione vetwesn the Missien in Catiro, the MCIM, the Fryrtian
Blectricity Authority wnd tne nacleus of tie propused Sucz Cement
Company have resulted in a tormel GOE request for a 92 million A.ILD.
grant to {inmuce the foreigon exchange costs of this project. A grant
is proposed--rather than a loan--becuuse the project will ascist the
Egyptian effo-t to revitalizc the economy and reconstruct facllities
in the Suez Canal Zone.

This is the delivered price and the gate price is therefore somewhat
lower. -

"Engineering News Record,” June 10, 1976.

Belgium, France, Cermany, Austria, United Kingdonm, Greecc, Spein,
Sweden end the U.S.A.

R’
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111. THE PROJECT

A. Purpose
3.01 The objective of the proposed project is to support invest-

ments in badly needed improvements of the infrastructure of the
Egyptian economy «.ad io {ndustrial and agricultural projects designed
to increase the output of the economy. BY increasing the capacity of
the cement industry, availability will be firmed up and foreign ex-
change will be saved by reducing import requirements. :

B. pDescription

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.
The plant will be located on or near the coastal roar approxima:ely 40
kilometers south of the city of Suez. Quarry sites for limestone and
clay are located approximately 16 kilometers {nland from the coast. A
belt conveyor will be used to transport the raw materials to stockpiles
ar the plant site. Cement will be produced utilizing the dry process.
Plant operations will include Taw =ill grinding, homogenizing, StOrage ’
and transport; the rotary kiln cection will include precalciner aud
clinker couler; clinker grinding; gypsum grinding and mixing; and
cement storage, bagging and bulk loading facilities.

3.03 - Auxiliary facilities will include a laboratory, machine shop
and garage, administrative puilding and offsite staff‘resid:nces.‘hThe
project includcs.procurcment of mining and ancillary equipment, con-
struction of required civil works and supporting i; fzastructure,
provision of advisory management and technical ceroio L. ana aunsistaner
in training, management, opcrating and maintenancc statl to operate the
company and its manufacturing facilities. FPower will be provided by a
high-tension powcr line to connect the plant site and required sub-
gtations. A pumping station and forty kilometers of pipeline will
carry fresh water to the cement plant from Suez.
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C. Project 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 5,815
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
l. Engincering & Management 1,425 4,000 5,425
2. Training : 200 1,000 1,200
3. Contingencies & Escalation 540 ) 1,70Q 2,240
SUB TOTAL 2,165 6,700 8,865
(c) Power and Water
1. Power Transmissions and 7,630 3,400 11,030
Substat{ons
2. Water Line from Suez 1,925 - 1,925
3. Contingencies & 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 - 22,160
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 (107%) of base ccst estimates
for physical contingencies and twenty-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)1l, (d)3, and (d)4, above).
The detailed estimates in Anne:_]_and the summary above are based

on estimates prepared by ASEC on behal‘ of SCC and have been accepted
as reasonable,

D. Project Financine 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 ;f 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 Stsch Subscription 8,205
. 5. Egyptian Bank Loan | 34,081

(13 years @ 77 per year)
TOTAL $71,500
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3.07 The $90 million foreign exchange required to finance this
project will be provided by the proposed A.I.D. gramt, Grant proceeds
will be distributed by the GOE as shown below:

Figure Ly

Distribution of A.1.D. Grant Proceeds
Bacis Amount
($ million)

1. Egyptian Electricity Authority Grant $ 4.6
for Power Transmission Line

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 Cement Ccocmpony Loan 62.3

to finance assets ...- -.- Z

TOTAL 90.0

Items 1 to 3 in the table are discussed below.

3.08 The power transmission line and related substations will be
built and owned by.EEA. An umount of $4.6 million is estimated to be
needed for imported equipment and materials, and that amount will be
made available direct to EEA in the form of a grant. Grant financing
{s propnsed because the installations are located 'in the Suez areca.

(5
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3.09 At the timz the SCC was organized, the four existing cement
companies wished to participate as investors {n SCC but did not have
the cash necessary IOT the proposed acquisition by them of 40 percent
of the stock. It was, therefore, agreed to treat LE 6.4 million,
equivalent to $16.4 million, of the proposed A.L.D. financing as a
grant to the cement companies. That amount represents the value of
40 percent of the stock to be issued. The A.L.D. funds will be used
by SCC for the acquisition of assets requiring payment in foreign
exchange.

3.10 On analysis of the proposed financial structure and projected
operations of SCC as a commercial company, {t became evident that debt
gservice would have to be held to the minimum. SCC will be the first
"grass roots'' cement company built in Egypt in over 20 years and {t
will therefore have to devote considerable financial resources to
acquiring under contracts the mauagerial and technical competence other
companies have established during several decades of operations. It
appeared that borrowing the funds needed to contract for the consulting
and training services needed might make it difficult for SCC to achieve
consistently jrofitable operations and it was, therefove, agreed that
$6.7 million would be made available by the GOE to the SCC in the form
of a grant.

.11 To assist SCC further in making 1ts operations profitable,
the GOE has informally agreed to exempt the company from pajment nf the
Mequalization tax" and ”production-cax,”-represencing a total gharge of
LE 2.50 agaiust the nominal ex-factory price of LE 11,40 per ton. A
Wreinvestment tax" of LE 0.75 will have to be paid, but will be more
than offset by payment by the GOE to SCC of LE 1.90 per ton as its
share of the proceeds of an '"import differential tax' cqllected from
the other cement companies. A comparison of the net price recefved by
the four existing cement vompanies and SCC would thus look as follows:

Figure S

Price per ton of Ordinary Portland Ccment

Existing Companics SCC
LL 1L.C
Ex-Factory, RBulk 11.40 © 11,40
Reinvestment Tax ( .75) ( .75)
Import Differential Tax ' ( 1.90) ©1.90
Equalizacion Tax ' . ( 1.10) -
Production Tax ( 1.40) —
NET PRICE, BULK 6.25 12.55
BAGGING " 2,00 2,00

NET PRICE, BAGGLD 8.25 14,55

v
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The SCC would, under this formula, realize LE 12.55 per ton for
bulk cement;, twice as 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. Marketing Plan

3.12 It is expected tha- the entire output of the new Suez
‘Cement Plant will be sold witinin the Suez Canal area., ECO will open
a new sales office and warehousc 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 2xtent 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 cquipment, particularly for the raw mill and kiln
operators. An important initial task for the U.S. consultant will
b2 to desiyu and escabiish a training program to begin as personnel
are recruited and to continue for a four-year period. It is expected
that the Suez Cement Plant training program can be adapted from a
program desigred and used by the Tourah Cement Company,
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IV. PROJECT ATPRAISAL

A. Technical Anelysis

L.o1 The project consists of the engineering end coastruction
of a new Portlend cement plant with a rated cepacity of cne zillicn
metric tcns per year. This is a gressroots project being launched
by a newly forzed Egyptian joint stock compaay - the Suez Cenment
Campany (SCC). The project will include development of new mining
gites for limestone and clays, procurement of mining, cement caxing
and apcillary ecuipment, construction of civil works end supporting
infrastructure, and technical assistance to train operating and
ma‘ntenance staff and to initiate commercial plaut cperations.

L.o2 he SCC will draw its prizary raw material requirenments, in
limestone and cley, frcm deposits in the Gabal Z1 Ramlia area
located approxizately LO 'm south of the city cf Suez and 15 km
iplend from the Gulf of Suez. The Gabal Z1 “amlie mountains consist
of large uplifted fault blocks in which most exposed rocks are lime-
etope of the Eccene ege. Tne northeast face cf the mountain range is
a fault scan that rises as much as several hundred meters above the
nlains of Wad! E2de end Wadi Hagoul. Various clays and limestones

of the Miocene age underlie the surface of the pleins to the north
and east of the mountains. lear the base of the mountains -alluvial- .-
material covers the clays and fills dry wushes that cut down into
the Miocene sediments. The thickness of suitable limestone exposed
above the plain ranges from 112 to 170 meters. The limestone i3
lithologically uniform, mascively bedded- and contains no interbedded
shales or sandstones within the upper 150 meters. The limestone ic
white 43 eclor sp fresh sur.ases, wuoderatel, fristie, and relatively

) ST BN RO

L .03 Investigations of these deposits have been conducted by the
Geologicui Survey of Egypt under the supervizion of the Arab Swics
Ergineceriny Campany (ASEC). Further, a review of the me’ hods and
results of these investigations was conducted by the U.S. cousulting
firm of Dames and Mocre under an A.I.D.-funded contract in early
1976. Limestme samples were processed and analyzed by the
Geological Survey of Egypt in Cairo. Duplicate camples were analyzed
at the laboratcries of the ASEC affiliate, Holderbank Management and
Consulting Company of Aargiv, Switzerlend, as a means of quality
control. The Domes and Moore report of February 1976 recommended
that core drilling of the limestone block be acconplighed as the
next phase of detailed rav material evaluation. This recammendation
has been accepted by SCC. Di'illing will be rrogramaed for early
accomplishment. during the implementation phase.

lFX
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L.ok Estirmated lizestone reserves are approximately 320 million
metric tons. Fer the proposed production of cne million tons of
cepent per year, a;proxﬁ:a:ely 1.35 million toms of limestone are
required. Assueing a 50-year operating 1ife for the cexent rplant,
with the possibility of doubling the origiral plant capacity during
+g early years, the required 1{mestone reserves &re about L35-150
. million tens, allowing for some vastage. An additiocnel 50 rnillion
tons will be required should a lime plant ve added to the facilities.
Total limestone reserve requirements are, +herefore, approximately
200 nillion tons. The estimated reserve of 320 million tons exceeds
requirements~by about 60 percent. The quality of the limestone is
excellent, apyproaching a metallurgical grade limestone, sigaificeatly
better than that required for cement manufacture.

L.05 To the north and east of thre prospective quarry site,
Miocene sediments have been preserved over & large aree of plains
-of Wadi Bada and Wadi Hegouwl, consisting of various clays with
sonme intervedded 1{mestones and sendstones present. Clays in the
area were initielly sempled by digging trenchec and test pits.
Later two drill rigs wvere employed. Clay semples were anclyzed by
the Geological Survey of Zgypt. Duplicated ~andom samples were
anaiyz=d by ycldarhenk for quality control.

4.06 Required clay reserves for cement manufacture are aporoximately
35 million tons, acsuming a S0-year operation at double the originally
plannecd capacity. Pinal delineation of cuitable clay reserves has

10t yet been completed,but there appears no reason to doubt that
adequute roserves can pe obtained from the extensive Miocene gediments
in the arca. The quality of clays present jn the area are variable
with recpuct to the preparation of zilica present. lowever, based

cr the rexwdts of test pit and core Avilling to date, sulf{lzlent
quantities of the rore desirable Lyypel of clay are present. It hae
becn reccmmended that the detniled investigation'nnd mapping of

clay types be continued during the project implcnentution phuse to
provide additional jnformation for the long range planning of clny

mining operations.

L.07 Gypsua 13 ground together with clinker to act as a retarding
agent in the hydration process of cement. Approximatcly rive parts of
gypsun are ground with 95 parts of clinker to produce 100 purts of
cement. At full production, scc will, therefore, require about 50,000
metric tons of gypsul per yeer. Cypsun is presently being mincd at
geveral locations in Egypt to supply the requirements of existin.
cement plants. _Ipvestigations by ASEC have indicated that existing
quarries can without difficulty increase their production tc nuet

the needs of SCC. '

WA
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4.08 Limestone cuerry rining vill be conducted in a coaventional
manner. ASEZ's plenning tc date proposes that the quarry should
begin at the westiern end of the deposit along the north foce end
stert et elewasticn 227 zeters, avcidiny lezs cuitable bdeds of
limestone found at the lower levels. rrilling rigs will be capeble
of producing e 15C milimeter nole for z= dopth ¢ 150 zmelerc.

After tlLastliag, Cve 4 Wlgeke +Rl) be reduced oy cecondary
blasting; motile air ccxpressors end jock harmer:c are being pro-
vided for this purpose. Two 7 cutic meter eleztric driven pcower
shovels wil' lced a fleet of six 30 ton rear-ducsp trucks feedirg
the prizary Jaw crusher. octh chevels will work on the quarry
£locr. 'hen the height of the working face exceeds €0 meters,

a 15 meter berm will oe excavated for drilling purposes. The
1i1estqie above €0 meters will ve drilled off frcm the top of the
deposit, blasted, and cleared frem the berm by a dull dozer of
about 300 H.P. Servicing aad calntenance facilities end equirzent,
serving both tre limestone and clay quarrying equipment, will be
provided at the quarry si.e.

L.03 Mining of cley deposits will also be conducted in a conven-
tional menner. Current plezning cells for two front end loaders of

3 and 5 cutic neler apacity to load a fleet of three 30 ton rear

dump truckz freding the izract crusher on site. The quarrying opera-
tions will be zreceded by & sub-contracicr using scraper operaticns.
Further reviev of the nature of {ntertedded limestcnas will be required
to determine if such bteds can be removed by front crod lcader arter
ripping or if drilling and blastipiz technicues are required. This

wvill be determined prior to finclization of the mining equipment list.

4.10 Trancporst of cruched lim:stone and clay from the quarry sites
+:, stocimile: 2t ko slan Ll foppeosdmetily 37 vim) Al e oo
Prioie S aet 0o SyILEm Cu tlexrole il Zin . Tinal ot

of the conveyor, nrimary crucher stations, transtor polnis, wle., will
be preparcd by the U.S. engincering consultant. e llmestone crusher
will be a singlc stage, dcuble swing hammer type of approximately TOQO0
tong per hour capacity. The conveyor system will have a capucity of
about 1,000 tons per hour.

L.11 To make cement, limestone, clay, and gaad are mined in their
reapective quarries. The rav matcrials with a maxioum specified block
gize (after blacting) cre reduced to aggregstes of pre-cpecified
maximum dimensions in the crushing department and stored; pre-
homogenization i3 achieved through intcrmediate storage. After
proportioning according to weight and volume, the raw materials are
ground to finec raw neal powder ia the raw rnill. The raw meal is
hamogenized end then trancported via conveyors to the kiln depertzment.
within the kila heat induces a clinkering process, in which an incen-
plete fusion of the raw mesl takes place. This clinker is thcn
ground together with a small percentage of gypsum to produce cement
which is shipped either in bulk or in bags.

PROP



age 16 of 28

k.2 The dry process has been selected for the Suez cement plant,
based on the resulis of the raw meterials investigations carried out
by ASEC and Hclderdanx. Iuel consumpticn is lower i the dry procecss -
and the benefit of heat econozy is greater, particularly in this cese
where the raw materials ccntain lecs than 5 percezt water and are not
wet or sticky. Tre razw zaterialc 2t the Cuez guarry are of high
guality and lcw humidity enc are ‘ezl for tpe dry vrocess production
of Portlend cement. A f01 econcmic amalysis to ccopare the financial
merits of the dry process vercus the wet process was not preparec by
ASEC. It is noted, however, that relative to the expansion of the
Tourah Cement Company plant which uses raw materials cf sipilar
properties, the incremental econoric rate of retuwn of the ary

process over the wet process was about 2k percent.

L.13 The finished cement will be transported pneumaticelly from
the mills to six cylindrical ccacrete silos, each cf approxirately
4,000 ton capacity. Cement will be withérawn froz the cilos by

cross worm conveyors end frce these it will be transported by bucket
elevators to the feed ncrpers cf two rotary rackers having a capacity
of 100 tons per hour each. Bags will then be transported to truck
loading staticas via horizontal belt conveyors havircg preumatically
controlled deflectors end end skids.

L.1k The estimated maximum electric power icad of ine pluul is 20
megawatts. Pcwer will be provided to the plent site via 220 or 66

kilovolt tran.micsion lines from the national power grid. Approximately
40 kilometers cf transmisscion lines and a substation neer the plant site

are required.

k.15 The frech water requirement of the plunt has been ectjmated

w3 500 cubic meters per day. The Ministry of llousing . Roconstructien

4 ?

Lue ooczrteken to provide a water pipeline froz Sucs O11¢ BRIt S S
pumping stutions. If required, wuler treatment au the plent site will
be provided by SCC.

L.,16 Storage fucilities for heavy fuel ol (Bunker C), called
mazout, will be provided at the plant site. Tuel oil will bLe trans-
ported in tank cuars or trucks frem the Egyptinn General Petroleum
Corporation refineries in Suez and/or Cairo. :

4.17 A two-lane bituminous surfaced highway exists lLetween Suci
City and the plant site. The geometric features of the highway are
acceptable and the present condition of surfacing is fair to good.
However, it is expectea that heavy truck traffic resulting from
construction activities and the transport of cecment after start up
wvill result in rapid deterioraticn of the highvay.* An early require- -
ment to improve the highway's base ani surface courses is anticipated.
A two lane road exists between plant and querry sites, a distance of
approximately 15 kilometers. I is bitwzinous surfaced for about
half thet distance. Tae remainder is uncurfeced. This roed will
require upgrading oleng its entire distance to accommodcte personncl
and maintcnance vehicles. ‘

W\
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L.,18 There is a standord geuge, single track railroad line
between Suez City and Sada: {uarry, approxizotely 25 rlameters
south of Suez City. The pozcibility cf rezonstructing thic line
and extending it tc the plan* site will be later ccasidered ip
conjuaction ith studiez of 2evelering null cement trancport end
storage facilities throughou: o,

K}

L.19 Based o2 2 review ¢f o orts and all the fore-
golng infcrmatiorn, A.I.D. nas cc clu tnat the provoced cement
Productioa project is technically feacible, An adecuate quentity
end quality of raw materiels is aveilable, and necessery utilities
and comunications are either in place or can be created at
reascneble cost.

9]

B. Enviroamental Tmpact

k.20 Cerment plants pose ecologicel problems of weter pollution

if wet scrubbers are used, air pcllution from dust and toxic geses,

and ncise pollutich. The site of the proposed cement plant i3
uninhabited and remote from populaticn centers. The prorosed plant

and quarry i1l not displace current or potentiel agricultural cr

other econazic 2ciivity. Censultart services to pe used for the review of
Dlant design criteris to o fpmeludel iu Lhe lender dccutents will elso
include a mcre detailed review of environrental problens and an

anclysis of measures that would be recenmended to 2CC for inclusion

ia the desiyn criteria.

C. Financial Appraisal

4,21 Projected income statements for the first ten years of opera-
ticn are shewn in nnex _F__ . It 1s sicar thar N oties nogts will
Ltacica e during tne period, but it (s alsc obvious thac selling prices
will have to increase unless the GOE decides to introduce add{tional
subsidles.l/ Boch sales revenues and operating costs have, therefore,
been assuned as constant. The sales prices used in projecting sales
revenue are based on the net sales .sricc per ton for cach grade of
cement, exclusive of special taxes (collected and remltted to the
Government by ECO), and of transportation costs which are borne by

the buyer. Theee prices are equivalent to $37.31 2/ per ton of
ordinary cement, $39.87 for rapid and $33.46 for mixed cement. De-
preciation has been based on.a 25-year life for equipment and a“35-year
life of buildings, using the stra{ght-l{ne method,

1/ The subsidization of .fuel was. mentioned earier ™ th'is-paper; -

2/ LE 14.55, including bags.

2. X
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Production has been assumed at 80 percént 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 tno be LE 2.00 per ton of cement, the
same amount that is charged to buyers. At that price it represents

35 perzent of production costs totalling LE 5.68 per ton. It is quite
likely, however, that bags can be purchase? at a lower price and the
estimate shown is therefore conservative, L

4.23 The projected income statement for the first full year of
production is summarized in the following table, together with profit
ratios based on those figures:

Figure 6

Summarized Income Statement

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

1982
1, Net revenues / $40.6
2, Gross profit 264.3
3. Operating profit . . 17.5
&4, Net profit after financing charges 9.6

5. Net proth as a percent.of .net sales.. .... 24,04,

6. Cash generation . 15,5%
7. Net profit as % of equity 23.47%
8. Net profit as % of total capital "~ 7.0%

1/ 1Inits dppraisar-of—the-"Tourah*CemencﬂﬂxpanatonnPtojeccq"wche-IBRD*n-a

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

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

2/ 1Includes an amount of $335,000 representing share of profits from
ECO's transport operations.

WD
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4,24 Income taxes vill be payable from the ninth year on. At 39.7
percent of taxable income, they will amount tO $5.3 million in that
year. The after-tax return on sales will then drop to 23 percent and .
the return on equity to 13 percent. '

4,25 The profitability of the company, 2aS reflected in the above
figures, is satisfactory, assuming that sales prices are adjusted from
time to time to compensate for the expected rise in production costs.

A covenant to this cffect will be included in the Grant Agreement.

Debt service coverage in the third year of operations, the first year
requiring amortization of principal under both the A.I.D. and the
Egyptian t.ank loans, is better than 2.25 and improves thereafter; that
ratio is satisfactory since {t would permit the company to service its
debt even if the net profit rezlized were tO be substantially iess than
ptojected. Large borrowings in addition to the A.I.D. and Egyptian
bank loans would, however, impair the company's ability to service its
debt; a covenant requiring approval of additional borrowing will, there-
fore, be {ncluded in the Agrecment.

4,26 The relatively favorable financial forecast for SCC's operation
is due to the fact that the GOE has agreed that SCC's sales will be ex:
empted from payment of some of the taxes paid by the other procucers. =
Without those concessivus, cce wonld clearly be unable even to meet its .
operating costs. A comparison of the projected operating Lesults of

the Tourah Cement Company (TCC)Q/ with those projected for SCC points

to the principal reasons for the need to incredse the revenues realized
by the cement producers from their sales above the jevel now gcncrally
in effect. TcC will, in the first year of reaching [ull production
with its expanded facilities rcalize only 66 percent of the net profits
{t showcd for the last year bLefore starting with its expans ion progran
because of {ncreased depreciation charges (3.5 tiume” the amount charoed
beforc the cxpansion) and because of the ijncredse TP TIPS S char-os
from LE 75,000 to just under LE 2 million. The change Ln debt serviee
coverage from 16.2 to 2.0 is another indication of the effect of in-
stalling nevw facilities, at current prices, and of borrowing to f{inance
those facilitics. In the case of ‘TCC, the company may be able to absorb
those costs only because 65 percent of its production will come from
equipment which has to a large extent bce? written off and for which
financial charges are no longer payablc.l In nore general tetms, it is
obvious that the construction of new plants and their profitable

1/ See paragraph 3.11 above.

2/ Based on financial analysis-of'TCC‘in InRD,Appra}saLIReport.

The debt/equity ratio of TCC increases from 2/98 before the expansion
to 45/55 in the third year after completing the expansion.

AHx
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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
condust a broac 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 Agrecment.

D. Economic Analysis

4,27 The economic rate of return calculations are shown in Annex J.
The economic rate of return {s 14.6 per cent. The value of output of the
plant is based on an assumed long-term price for imported bagaged cement
of $38 per metric ton, C.I.F. Alexandria. That price vas pafd by the GNE
for purchases made abroad late in 1975, and in the 1ight of prices in
Europe quoted in paragraph 2.10 above, {s unlikely to drop, except to the
extent other governments subsidize c2ment exports. The USS price was
converted to “gyptian pounds to reflect {mports at the parallel market
rate of 1 L.E. = USS1.37 and applied to the anmual production Shown in

-

Annex =,

4.28 On the capital cost side, the direct forefign exchange components of
investment costs shown in Annex I, excluding working capital and interest
.during construction, were-alse-convertedzto-Egyptian pounds-usdi4z{nmathe -~
L.E. 1 = US31.47 parallel exchange rate and pro-rated nver the four year
construction perfod. The Cost of Cemant Sald lAnnnx G) crrved as the

Saeng for the c2iel2242n nf the anntai oneritine s~- ~airtopance cOSCE
comencing 1n 1980 (year 5 of the analyses). Tor each of the cost {tems

an assumption was made as to. {ts plausible foreiqn exchanae component and
that portfon of the costs was multiplied by 1.74, the ratin of the official
exchange rate to the parallel exchange rate. In the specfal case of heavy
fuel oi1, the cost estimate in Anne: G was multiplied by 4 since the

domestic price of heavy fuerl ofl to cement producers {s 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 arc
presented {n the cxplanatory note to Annex J.
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4.29 A detailed study of foreign exchange savings has not been
made. The gross saving would be the foreign exchange needed to import
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 estimate of fuel consumption would.put the value of exports
foregone at $7.5 million. Deducting the total of $13.5 million fTrom
the savings of $38 million would leave a net saving of $24.5 million
annually, so that the foreign exchange cost of the plant would be
recovered in a little over 3% 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 may go to wcnen.
The cement produced will be used to construct houses, schools, water
and sewage systems, and other infrastructure in the Suez
area. The new plant will thus make an indirect contribution to tae
rehabilitation and development of the Suez region with concomitant -
social benefits to the people living in the area, in terms ot employ-
ment opportunities, availability of housing, educational facilities
and other soci.:l infrastructure.

PIY
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V. PROJECT, DPLEEITATION

A. The Suez T2ment Ccmpany

5.01 The project will ©ve carried out by & newly formed Joint

stock ccampany, the Suez Cenent Comrany. The legel carpital of the SCC
ig LE 16.0 pillion divided into four million chares wizh a par wvalue

of LE 4.0. The finenciel plan cells for ownerchip of LO percent of
the stock bty the four existing cement companieaz, LO percent bty banks
and insurance cczpanies, end 20 percent by the puclic. The lational .
Bank or Egyrt and the Bonk of Alexandria, insurence compenies and

the four cement campenies, all owned bty the GOE, have participeted in
tre formation of the Company. The subscripticn of the cement compeniee
(LE 6.4 miilicn) will be financed by an allocatilon cf ¢16.4 millicn of
the proposed A.I.D. grant, the subscrizticn of the cther ccrpanles

from their own funds. Tweaty-Tive (25) percent oI the total zubscribed
cepital has bezen depcsitci with the Central zerz of Egypt. This 1s

the amount requircd to be -aid-in as & legal cornditicn of issuance of
e presidentiel decre2 law wthorizing formation of the Coxpany. The
vemaining 20 percent of the Cozpeany's capital, 800,000 sheres, 13
intended to be cubacribed by the public. BEecause of deleys expected

in marketing these chares, the fcundirg banks end cement companies

have requested the laticnal Eank of Egypt tc act a5 unaerwriter.

5.02 The preliminary orgenization plan fcresees the creation of
seven departments: (1) production; (2) mointenanc:; (3) purchasing;
(4) quality control; (5) finmancial management; (€¢) euministration;
and (7) lccal counsel. The totel sterfing level is proJjected-at

370 employees. The founders and MCIIR have sclected the {fomer
Phg{mman 0 “ne Senernd Trgwulietiis for Lod)idn - Waterinlo and

Ll nnis e i maawring Zdoeotor o tho ToaT.. oL 7T Inmnany to
act ad interim for SCC until 1its organizuatlon Llu completed.  1ly
two full-time profeccional employces have co i been acsigned, one
accountant and one engincer. The exlsting cement companies have,
however, agreed to make gome staff uvailable to SCC as nceded until
SCC cun recruit its own stalf.

5.03 Recruiting and troining staff will require a major effort.
Techniciang and ekilled worrerc fumiliar with 1mining and cement minu-
facturing operations will probably be available only to the extent
that the existing companies will agrec. to their transfer to 5CC.
Initially, a cubstantial input of foreign erpertise, both in
management and technical departacnts, will be required. The services
to be obtained frez a U.S. fire will, thercfore, cover all espects

of company operatians, including training of 5CC's staff. Discus-
sions are still in procress on the role to be played by AGEC, the
Egyptian-Swics firm which nas provided most of the technical
expertise in the preparation of the project.

21
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B. Implemenﬁation ™lan

5.04 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 systems and procedures;

- provide overall project planning and scheduling;

- preparation of tender documents for equipment and other
contracts and assistance to SCC in the evaluation of
bids and contracting;

- " detailed scheduling of construction activities, project
management and construction supervision;

- assistance with testing, start-up and initial commercial
operation;

- ‘training of SCC staff.

Design work will be required of the consultants to the extent necessary
for the preparation of tender documents for equipment purchases and may
be done by ASEC if satisfactory arrangcments for its participation in
the Project can be made.

5,05 Equipment for the plant is expected to be puvili.crd in seven
major groups: (1) cement manufacturing equipment; (2) mining equip-
ment; (3) laboratory equipment; (4) workshop cquipment; (5) trucks

and other vehicles; (6) clectrical equipment; (7) office equipment.
Depcnding on the analysis by the consultant, cement mak fng cquipment
may be split into scveral sub-groups. In addition to these wmajor
purchases, there will undoubtedly Le a substantial number of smaller
transactions for miscellaneous items, A construction contract is
expected to be let to an Egyptian contractor who would be responsible
for the construction of all civil work. Installation of clectrical
equipment and wiring will ‘also be carried out by Egyptian contractors.
The equipment suppliers will be required to furnish ercction engineers
to supervise installation of their equipment.

27X
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C. Implementation Schedule

5.06 A tentative irplerentation schedule is shown below. A

more detailed schedule w*ll ce prerarec by the consultant as soon
P

as his staff arrives in the field.

Figure 7

Project Implexmentation Schedule

Ltetion Date

A.I.D.-GOE )ocan agree=ent June 1976
GOE-SCC re-loan agreexent July 1976
GOE grants to ZZA and SCC executed July 1976
Contrect wi:h U.S. A/E firms ~ Nov. 197€
In’tial C.7.'s satisfied Nov. 1976
Initiel ecuigpzent IF3's issued Jan. 1977
First ancuzal evaluation June 1977
Civil works construction start - July 1977
Equipment erecticn start ‘ Oct. 1978
Plant start-up : Dec. 197)
Commercial operations begiu Mox, 12920

Termination of disbursements - - June 1980

The grant ic thuc expected to be disbursed between October 1976 and
June 1980. -A PPT will be preparad-after-the-detailed.project.schedule. -
has been completed by the consultants.

D. lrocurement and picburscoicnlt

5.07 Goods wnd services financed by the proposed grant will be
procured in thc United States inm accordance with the competitive
procedurcs set forth in A.I.D. llundbook 11. Funds will be disbursed
pursuant to letters of coxmaitment issued by.A.I.D. to.U.S, banks.. .. .
designated by the GOE or to contractors.

F. Monitoring and Control. -

5.08 A.7.D, will monitor the execution of this project based upon
SCC financial statements and upon periodic reports that the consultants
will be required to submit to ASI1.D. and-to <the 88Cy-~Tha~Mission~in - ~-
Cairo will carry out regular site visits to inspect the progress of the
works and be in frequent consultation with SCC.and the consulcant.

19
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F. Eveluation

5.09 In addition to the regular comnsultations and site visits,
SCC, A.I.D. anc the conzultant will underteke Jjoint annual reviews
of progress mede and exanine eany rzjor vroblems encountered in the
execution of ine project. WwWithin several months of the beginning
of comperciel cperations, A.I.D, will undertake a fipel review to
ascertain that the vlant is operating at the level expected for that
-time end whether SCC 1is edequately staffed to operate the plant
thereafter or, if the findings sc indicate, what further technical
essistance mey be needed.
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VI. CONDITIONS AND COVENANTS

A. Conditions Prececdent

6.01 In addition to the standard Conditions Precedent relating
to legel cpinions anc the eppointment of representatives, the
following Conditioas Precedent to the first disbursement will, in
substaccz, be included both in the Authorization and in the
Agreenunt:

(1) An executed loan agreement, between the GOE and SCC,
catisfactory to A.I.D., ucéer which $62.3 million cf Grant furds
will be lent to SCC for a period of 15 years, including a grace
period of § years, with arnual interest of not less than 10 percent,
without maintenance of velue; '

(2) An executed gront agreezent 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 t2 used to cover the foreign exchange
cost of consulting services and that the remaining $16.% million will
be used for other foreign exchange costs of the pruject, with ikt
understanding that SCC willi issue stock for such $1€.- million to the
four cement ccmpanies which participated in the formation of the
company at such time or times as ney be agreed upcn between SCC and
such cement ccrpanies;

(3) A Crant Agrcement between the GOE and EEA, satisfactory to
AI.D., wider which $hoF ztlldicn will be made available to EEA which
ol onn o mme £ iz s cover Tortigm exhong? Zol 47 enstruction
for a power transmission line uud relutcd facilitics to connect S££C's
plant to the national grid;

(4) Evidence, saticfactory to A.I.D., that 80 percent of the
capital stock of LE 16 million tu be iscued Ly SCC huve been sub-
scribed and that 25 percent of the amount. of such subscriptions
have been paid;

(5) Evidence of a valid and effective undervriting agreement for
20 percent of the capital stock.to be.iscued. by SCC; .. ..

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

(7) Opinicns of legel counsel 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
entities and are legally binding obligations on such entities;

I\
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(8) An executed contract between SCC and a U.S. firm for
consulting services reguired for the execution of the proJject.

6.02 The substance of the following Conditions Prescedent to
Disbursezment for cihar than consulting services will be included in
both the Authorization ané the Agreenent :

- Evidence satisfactory to A.I.D. thet SCC has obteined legal
title to, or full rights of use of, ell land required for the plant
and ancillary fecilities, the quarrying; of limestone and clay, the
construction 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 to the extent and with 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 be
included in the Agreement but not in the Authorization, the substance
of the following special covenents will be included in the Authorize-
tivu wnd the Agreement:

(1) The GCE w1ll undertake not to assign, abrogate or amend,
without approva. by A.I.D., any of the Agreements with SCC and E¥A
concluded in connection with this Grant;

(2) To cause the Ministry of Houslng and Geconstruction, or
other orceniznation acceptable to A.I.D., to construct a puurlng
ttatisn =il necessary pipe line to provide an adequi- i anL. Lnliusuous
flow of water to the project site for SCC in accordance with the
project implcmentation schedule to be preparced by the U.S. consulting
firm.

(3) To set cement prices and the level of tuxes imposed on cewent
at a level which will allow SCC to generate a reasonable profit on-
the investment ofter paying for all production und other operution
costs. .

6.0k The following special covenants are subject to negotiation
and will not be shown in the  Authorization:

(1) scc will furnish to A.I.D. not later than six months after
the end of each fiscal year coples of its audited finencial 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 crcposed to be namineted to the position of
Chairman or lareginz Director of SCC or other menagement positlons
t0 be agreed upon.

(3) ™e COE wil) undertake to prepare within cpe year fron
signature of the Agreement a study of ites pricing volicies releting
to the cexen: incusiry arid to ccaswlt Wwitnh A.I.D, Troz tize Lo time
on the financiz) sizuaticz of the cement industiry.

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

MINISTRY OF ECONOMY
AND EQONOMIC COOPERATION

Economic Cocperation Division
Office
of the Under Secretary
Cairo, 2nd June 1976

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

Dear Mr. Templeton,

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

The total cost of designing and constructing the re-
quired facilities has been estimated as 3160 million, including
a foreign cxchange corponant of $§95 million.

We therefore request that the Agency for International
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.aod .
maintcnance of the facilities. '

The Sovernmens of Eqypt will assure tnat the-tiuez-Cement- -
Cu., tle ozganization that will execut: the projeiz, n1as adequate
Egyptian pounds to pay for the local currency cosis of the project.
Yours truly,
/8/ Gamal El-Nazer

Gamal El-Nazer
Undersecretary of State
for Economic Cooperation
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June 9, 1976

EGYPT - SUEZ C222 COMPANY PROJECT
CERTIFICATION PURSLL ") TO SECTION 611 (e)
OF THE FOREIGN ASS..5TANCE ACT OF 1961
AS A DED

I, Wilbert R. Templeton, the Prir.cipal Officer of the Agency
for International Development, ;.pt, having taken into account,
among other things, the maintena::e and utilization of projects
in Egyot previously financecd bv t.1e United States, do hereby
certify that in my judcment Ecyo'. has beth the financial capa-
bility and human resources cagab:. ity 0 effectively maintain
and utilize the capital assistanc: to be provided for the con-
struction of a one million ton pe:: annum cement plant.

o ld d Qe Ll

© Wibert K. Tewletyy
AID Representative

3
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ANNEX D

CHECYLIST OF STATUTORY CRITERIN

Tne following abbreviations are used:

FAA - Foreign Assistence Act of 1961, as amended.

‘FAA, 1973 - Foraign Assistance Act of 1973.

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

MA - lMerchant Marine Act of 1936, as amen:ed.
All Rel e'“ence to a Lozn or Loan Funds Shall Be Read to MMean Grant or Grant Funds.

. mbl!l.\, P' ~¢O'“,d;:::c:

Treatmn::ns of U.S. Citizens arnd firms.

1.° FA 6 620(c). If assistance is to a . MNone of the Imown clairs of
goverrrent, is the goverrment liohle any U.S. citizen zsserted
as debtor or unccnditional guarantor . against the GCE meets tne
on any debt to a U.S. citizen for criteria of iLhls secticn. In
goods or services furnished or ordered any event, Egvpt has arreed
vhere (a) a such citizen has exhausted to participate in a Joint
available legal remedies and (b) debt Cormdssion tc consider Cebis
15 not denied or contested by such of Egvpt to U.S. citicens
goverrment? and vill seel: b nepoliane

settlerent of such debls,

2, FrA b £20(2)00), If ascistance 1s to e Scoemotew of Stat. ke
@ cchenmmant, has it (dncluding povem- dovesefoo o et
m.nt acencles or subdivisicns) taken mrreorEnt to estnablisn &
any action uhich has the effrect or Joint Conmtb:o’ i Lo discuss
nrtionaliczlrg, expropriating, or ofner- conpensation «ff American
wise seizing cvnership or control of rationals cr.\".‘.’,u,u‘ ns Lihidrgy
property of U.S5. citizens or entities aporopriats steps rer tng
berefically oxmed by them without . purpose of this secticn.

~ toddrg steps to discharge its '
ohligaticns toward such citizens or
entitles?
3. F/A § 620(0). Fisherman's Protective lo instance of any such
t § 5. 1If conitry has seized, or seizure or irposition of

£ posed any paralty or sanction aceinst, . such perzity or sancuion is
ary U.S. fohing vessel on acccunt of its  now lnown.

fishing activities in intermatioral

witers,

}é/\’



"a. has any decuction required by Fisher-

men's Prctective Act teen made?

b. has corplete dendal of essistance
been considered by A.I.D. Administrator?

Eelations with U.S. Coverrment and Other Nations

4, FAA § 620(2). Dces recipient country fur-
nish assiscance to Cuba or fail to take |
appropriate steps to prevent ships or air-
craft under its flzg frem carrying cargoes
to or from Cuba.

5. FAA § A20(b). If assistance is to
a goversment, has the Secretary of
tate ceterrined that it is mt
controlled by the international
Camunist moverent?

6. FAA § €:0(f). Is recipient country --
a Commurist countoy?

7. FAA § 670(1). TIs recipient couniry
in anv vy involved in (a) subversion
of, or military aggression agninst,
Jia urdtad States or any counily .
recclvs o 2.5, assistance, or (b)
the planing of such subversicn or
aggrassion?

8. FAA % 620(1). Has the country permdtited,
or iailed to take adequate ieasures to
prevent, the damage or destruction, . -~
by mob zction, of U.S. property?

9. Firh 5 620Q0). If the country has failed
to Lititute the investment guaranty
prom for the specific risks of
coereriation, In convertibility or
conticatten, bas thie ALILD. admini-
stratton within the past rew considered
dergive assisntance to such povertwent
for L.ds eason?

nne*2%0¢

1. Hot Annlicadble.

5. Mot Apolicable.

No instance of any such
present course of concduct
is lnown.

The Secretarv of State
has determinad that £t
is not controlled bty %tn2

ternational cormunist
moverent .

MNo.

The Presicdent hac not
determined that the recinteng
country is involved In eneh
conduct.

The President, In acanreatmee
wEh the reoutraent ¢
section 626(i) bas con o dered
termdnat i1y assistanes o
Frypt and hon determird
that no suificiont azann
exists rot to flumich tiw
assistance.

Fmmpt has reoactivated 100
Invesiient Guaanty Aneorans
with the U.S.

5]
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10.

12,

FIA § 620(n). Does recipient country
furnish g£oods to North Viet-Nam or
perzit-ships or aircraft under its
flag t¢ carry cargoes to or from

“Merth Viet-}tam?

" FAA § 820(q), Is the goverrment of

the recipiert cowitry in cefault on
interest cr rincipel of any A.I.D,

-loan to the country?

FAA & 620(t). Has the country
Severed dipicmatic relations with
the United States? If SO, have they
been resured ard have new bilateral
assistance agreemants been negctizsted

and entered into since such resurption?

FAA & €20(u). Vinat is the parmant,  ——

Status o the country's U.N. obli-
gations? If the country is in
arrears, were such arreareges taken
into account by the 4.I.D.

AGHLIAS Lrator in- determinirg

the current A.I.D. Coeratiomal -
Year Buizet?

FAA § L81. Has the povermrent of
recipient country railed to take -
adequat» steps to prevent narcotic
¢mye 2d other controlled cubstarnces
rim 2ol s pig Connrehonsive Drug
ALUse Frovonsion and Control Act of
1970) produced or processed, in whole
or in put, in such country, or trans-

ported throuzh such country, frem being

sold 11legally vithin the Juricdiction
of such country to U.S. Government
personnel or their dependents, or from
enterins the U.S. unlawfully?

S G—————

Annex D
Page 3 of 1(

The.recipient countrv is not
komm to be engared in sucn
a course of conduct.

llo. such cefault exists.
Reconciliaticn is t arg place
betuween the tools of ATD znd
the Goverrment of Sgype in
regard to scveral very minor
amounts. A

EgVpt severcd diplomatic
relations with the U.S. in
1967. Diplomatic relatioms
have now heen resimag, Mew
bilateral assistance agree-
rents have been entered into
Since such resuwotion.

Egypt has naid 2l2 of its
outstanding U.N. obligations.

No.



15.

FrA & 650, If () rilitary base is
locatcs in recipliernt country, and ves
constructed cr ‘.s bn*'b reintadired or
cparateld with fund 5 urmdsiec oy ULS.,
and (&) U.S. ;.‘"‘"“—:e- carTy out

M 4 .
rdlitary cgerzilorns from ocuch base,

N C .
has th2 Presidsrc Zetenrinel trnat the

v wolboasliad

goverrment of reclpient country has
authorized regulzr access to U.S.
corresponcdents to such base?

Mllitary Exmanditures

16.

Fis 8 £20(s). ‘“hai percentoge of
counc:y Tuigat 1s for military
exrerditiures? rach of foreign

excharz2 resoursss sparit on military
equirment? riow uch spent for the
purchase cf scpnisticated vweeanen

systems? (Consicdearaticn of these

points 1s to be ccorcinated witn

the Euarvau :or Pregram 2ana rolicy :
Coordinaticn, rfegicrzl Coordinators~ --—--
and iAl'tary Assistance Staff (PPC/RC).)

CC‘.DL’I’IL’..., T NIE LOAL

" General Sounlress

17.

18.

FAA § 6'2(2)(1).. Prior.to.sirning of
Tomn vi'l tiere Lo (a) eng recring,
fironcis-l, and other plans necessary
to car out the assictance ard .
(b) a rascrably fiim estirate of the-
cost to the United States of the
assistace? J

TAL S A1) (2)., I further
legiclasive actlicon 15 required withir

‘recipicnit country, what 15 basis for

reasentlo expectaticon that sucn action
vl L2 crprlaten in Fims to poimit
ordéatly aceenplstvont of the pumpoce
of the .o,

ANUNEAR V .

Page 4 of 10

Trer2 is rn mdlitor tace i
Eevpt within the delinition of

this section.

The President has talen into
account each of tie listed
consideraticrs as to cwrert
military e:vencditures bty the G
and has determined that thess
do not irhicit ecor:o:.".‘.c aid

to Exmpt out rather that the
projected nrogran contritutes

lam oiem ‘......-. 2 ntepment AL
bo Vi< wu"_.a._y-.lb -— b -

the FrA vhich seevs tO :‘cc’uce
ams costs and to stirmulate
economic cevelogrmer.c.

The necessars plans. & cost
estimates 2 completed.

Mo furthior legislativs reticn
ic renwived to Implent

M EYY

“the progzas than conlliva-

tion i:ction perialndis oo

. : R S
LI SAf7T.2o0 02l QeI

A
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_19. TAA § 611(e). If loan is for Capital e - ot ive 4n
hssistance, and all U.S. assistance to %ﬁ.@.sﬁgiﬁ:ﬁve in
project now exceeds S1 rmillion, has -
IMission Director certified the country's
capability effectively to rmaintain and
utilize the project?

Loan's Felaticnshin to 4Achievement of
‘Country ani P2picnal Gzals

20. FaA § 601(a). Information and conclu- The Grant 1311 increase the
sions whether loan will encourage ef- flow of intermational trade
forts of the couwtry to: (a) increase and improve technical
the flcw of international trade; (b) efficiency of industry,
foster private initiative and competi- agricultre and comerce.
tion (¢) encouraze develesment and
use of cocperetives, credit unions,
and savirgs and loan associa’ions;

(d). discourage meoncpolistic
practices; (e) irgrove technical
efficiancy of industry, agicylture,
and comrerce; and (f) strengthen
free l2hor undons,

21. FAA § 619. If assistance is for - Egynt is not a newly
newly indeperdent country; is it independent country.
furnish~d throucn rultilateral
organizations or plans to the
maxdmuen extent appropriate?

Laltte

[fec. on ULZ. and £.ID. Proeras

[¢d]

22. FAA §€91(b). Infermation and The (reat rajority of funis
conclusion on how the loan will expended are far fpods and
cnccuwrarte U.S. private trade and services fram private U.S.
investmant abro2d and hew it will concerns.
encouro:re private U.S. participation - -
in foreign assistance programs
(including use of private trade
chamels and the services of U.S.
private enterprise).

gox
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23.

24,

25.

26.

Loan's Ccroliance visn Soeccific Mequirements.

Fia 6 601(d). If a capital
project, are ercineerirg and
professional se~Aces of U.S.
firws and their affiliates
used to the maidmon extent
corsistent vith the ratioral
interest?

Fps § 602, Information and con-
clusion whether U.S. cmall business
viill participate ¢quitably in the
furrishing of goods and services
financed by the loan,

Fap § 620(h). Vill the loan promote
or 2ssist tne foreign 24d projects
or activities of the Communist-Bloc
countries?

FAA § 621. If Technical Asslstance
Is rinanced by ii:z ican, inforra-
tion ani conclusion whether-sueh -
assistance vill be furnished to
the fullest extent practicable as
goods ad prefezsional ard other
services frcm private enterprise
on a covrtract basic. If the
Cazilities of cother federal
aencio will te ntilized,

inrerss  len and concluclon an
whether they a2 particularly
suitabl~, are not corpetitive
with private enterprise, ard

can be 1ade available without
undue interference with damestic
programs.

27.

FAr § 650. %111 leen be used to
Tinance police tralidng or related
progra. in recipient country?

"Annex D
Page 6 of 10

ceD

Procurerent of goods and
services 111 be pursuant to
established AID regulatiors.

No.

machnical assistance w2ll be
o the greatest practical ex.er

yom privahc cnterprise cn 2

ontract basis. -

NO. K

L)



. 28.

29

30.

3l.-

32.

23.

3“0

procuein2
’-

FAA 4 11b4, W11l 1can be used to pay
for perlormance of zbortions or to

" motivate or cocerce persons to

practice aborticns?

FAA § £2L(a), 111 21l cormodity

2nt .firanced under the loan
be frcq the United States except as
otneririse determined by the Presldent?

FAA § 65U(b), Vhat provision is made
to prevent financing ccrmodity pro-
curerant in bulk at prices higher
than adjusced U.S. rarket price?

FAA & 524(d). If the cocperating -
country clscriminates egzinst U.LS..
marine insurence curpanies, will

the lcan agreement require that marine
insurance be rlzaced in the United
tates on commodities financed by’

tre loan? ’

FAA § 6rile), If offshore procure-
m2nt of agricyliwral comodity or
product 13 to b2 financed, is there
previsizn agninst such procicremant
wh2n th: decrestic price of such

Fra § £58(a). Informatien on

reaswrz: to be taken to utilize
U.S. Covermment excess personal
prcoerty in lleu of the prociure-

ment of new items.

FAA & 6li(b), An2. & 101. If loan
{inances water or vater-relzted
lard resource construction project

or program, is there a venefit-cost .

corpusation mace, insofar as
practicible, in accertliance with
the nicredwes set forth in the
Fermoran tim of the President cated
May 15,.1062?

Annex D
Page 7 of 1C

Commodity procurement in bulic
is not to be financed.

. Yes,

Tnere will te no such
procurerznt.

Consideraticn will ke rfvon
to the usa of excess pranorty
vihen practical.

No water-related land rescurce
is to be financed.

A
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TAA 1(c). If contracts for con-
sbru_,-:“ a2 to te financed, vhat
provision will be macd2 thzt they be
let 2 2 ccrretitive t2sis to

rarionon er~ent practicable?

. Fescrite

e that, to the

; ssiple, the country

io centribiting loczl currencies to

r2es tr2 cost of ccntractuz2l and

other sarmices and foreipx cur*encies
wmed by ¢ bﬁited States are uti-
1ized tn "ep‘ “he cost of centractual

ard othzr serlices.

Sectinon ° . : ==1

TFrL ot 1275). Vill any part of
the lozn o2 used to finance
directl or irdirectly military

or oar“ﬁilit'"y cp2rations by the
U.S., or oy Icreign rerces i od
over lans, Cazmbcdia, lMorth Vietnam,
South ertnar, cr Tnalland?

Sasticn 37 of FI 63-183 (Fif of 1973);
foo. § 111, L1l any paxt of this 1<
92 used to ald or assist generally or
in the recorssrmaction of jiorth V*PLﬂaP°

TAA B 6'rid). Does the United Ctates
o.m exc:ss loreifm cwrency aw, if
so, wha- arrargerents have been made
for 1ts release?

StA 6 €20(r). Vhat provision 15 there
2ga‘nst use of subject assistance to
comensote owmers for expropriated or
natioraiized priperty?

=38 5 670(k). If construction of
rosuct” ve en-erprise, will agoregate
valua o' assistance to te fumished
« +=a 'nited States exceed $100
1lien”

11 ey
for

Annex D
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-
Tre Grant Agreerert will e
provide.

Tne agreement will so provica.

No.

Frnacavor is helings racds o

regotiation of an yarcenrnt

for the reliecase of U.l.-

ovmned non-P.7. 489 pourniis.
\

The agreerent will rot pritd e
such use.

lio.



2.

43,

Ly,

45.

us.

u7o

48.

19,

Fas § 635(1). Vi1l any loan funds be
usea to finance purchase, lorg-term
lease, .or exchans2 of motor vehicle

- manufacsured outsido the Undted States,

or zny gueranty cf such a transaction?

fpo. 6 103, Will any loan funcs be
usead o pay pensions, ete., for
military personnel?

Aco. § 105. If loan is for cepital
project, is theres provision for
A.I.D. 2pproval of all contractors
and contract terms?

fop. § 107. Vi1l any loan funds be

_ used to pay UN assessments?

foo. § 108, Cermopliance with regu-
Tations on erployrent of U.S. and
local personnel. (A.I.D. Regulation

N,

App. § 110. Will any of loan funds
be used to carry out provisions of

FAA § 229(d)?

Anp. § 112, Vi1l any of the funds
appropriated or local currencies
porerated o3 a result of AID assist-
enae Y- w223 for suppert of police
or prisicn censtruction vl ecdrds-
tration in South Vietram or {or
suppert of police training of South
Victnam:se?

App. § 113. Describe hos the
Committee on Appropriatiorns cf the
Senate and House have been or vill
be notiiied concerning the activity,
pregrem, project, country, or ‘other
operati:n to be financed Ly the Loan.

No.

No.

Yes.

No.
Yes;
No.

No.

Annex D
Page 9 ¢f 10

The comaittons have b
notified 15 davs in acvisce of

ohligation.

HMHx
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52.

ton. & AC1. Vill any loan funds be
usef fci* publicity or prep a,arda
PLIPOSSS xith.n tre Lniued cctes
not authorized ty Cergmess?

ten. §O30L, 1111 any of <he funds
ap;rcv*i“' d for this project be

used ¢c¢ furnish p2ircieum fu2ls pro-

duced in the contir=atal United
States to Souuraast Asia for use
by non-U.S. natio :als?

38§ 00l1.b: F-\A t» 649C.

(2) Ccmoliance with requirement
that at least SO per centim of the
Zress tennace of commodities (com-
puted szparately Jor dry bulk
carriers, dry cargo liners, and
tankers) {inznced with fun,s mad
available under this loan shall

be transrorted on privately ovmed
U.S. —f-ug ccr:e”c*al vassels to

PR At o
Lipe €ttt that such veseole 2re

available at fair and reasonable —-~ -

rates.

Annex D
Page 10 of
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" TnaRaative suwuany

T UBACTIVILY VIRIFIABLL INDICATURS

Nogom or Sorae Codd  The brosie ctypeciim b0
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Year
Operating Capacity
.

Production: Ordinary Cement
Rapid Cement
. Mixed Cement
Total Production

Sales Price: Ordinary Cement 37.31
Rapid Cement 39.87
Mixed 33.46

Sales: Ordinary Cement
Rapid Cement
Mixed Cement

Total Sales Revenue

Income from Transpoft
Gross - Income

Cost of Goods Sold
Cross Profit

Fixed Expenses:
General
Deprec. and Amorciz.
Interest on AID Loan (10%)
Interest on LE Loan (7%)
Provisions

‘Total Fixed Expenses

Net Profit before Taxes
<

ANNEX F

Suez Cemenr Corpanv

Projected Iacome Statenents

($000)
1 2 3 4 5 6 7 8 9 10
80% 90% 100% 100% 100%  100%  100%  100%  100%  100%
510 580 640 640 €40 640 640 640 640 640
210 230 260 260 260 260 260 260 260 260
140 160 180 180 180 180 180 180 180 180
860 970 1080 1080 80 1080 1080 1080 1080 ug
19028 21640 23878 23878 23878 23878 23878 23878 23878 23878
8373 9170 10366 10366 103i6 10366 10266 10366 10366 10366
4684 5354 6023 6023 _323 6023 _6023 _6023 6023 6023
32085 36164 40267 40267 40257  402.7 40267 40267 40267 40267
267 301 335 335 __ 335 335 335 335 335 335
32352 36465 40602 40602 40602 40602 40602 40602 40602 40602
14281 15653 16338 16338 16338 16338 16338 16338 16338 16338
18071 © 20812 24264 24264 24264 24264 24264 24264 24264 2:..
790 790 790 790 190 790 790 790 790 790
5909 5909 5909 5909 5909 5064 5054 5064 5064 5064
6284 6284 6189 5789  5:i9 4884 4328 3729 3088 2371
2045 1892 1729 1554 17 1166 951 721 474 210
100 100 100 100 __ '20 100 100 100 100 100
15128 14975 14717 14142 1515 - 11984 11233 10404 9516 8535
2943 5837 9547 10122 10749 12280 13031 13860 14748 157298

'
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(Continued - Annex F).

Less 10% Legal Reserves
(Appropriated Retained
Earnings)

Taxable Income

Income Tax (39.7%)

Net Profic .

Net Profit as a % of Sgles

Year

Sucz Cement Company
Projected liacome Statement

($000)
1 2 3 “
204 58 955 1012
2649 5253 8592 9110
2649 5253 8592 9110
8.3%  14.5% 21.3% 22.6%

p) 6 , 7 8 9 10 -
1075 1228 1303 1386 1475 1573
9¢76 11052 11728 12474 13273 14156
9674 11052 11728 12474 8004 8536
24.0%7 27.5%2 29.2% 31.0% 22.7%2 24.0%
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ANLKEX G

SUEZ CEMENT COMPANY

Cost of (ement Sold

L.E. 1000

Year Year Year 3

: 1 2 through 10
Production X of full capacity.cccecccccaroceceecs ..4 80X 90% 100X

Raw Materials:
- Limestane & Clay ' 281 305 339
- Octher addicives & gypsum 54 60 67
- Sand ' 9 10 ° 11
Sub-Total 344 375 417
Fuel and Power:
- Heavy fuel oil 625 694 694
"= Electric power 7127 862 862
Sub-Total 1402 1556 1556
Refractories and Grinding Media 432 480 480
Spare Parts and Maintenance 761 761 761
Direct Labor ' 362 402 402
Other Expenses 326 362 362
Total Operuting Costs 3627 3936 3978
Selling Expenses . 43 49 54
Cost of cement sold
Locally in bulk. 357C 3985 4032
Packing 1720 1940 2160
Additional Expenses for Exports 180 180 180
Total Costs of Cement Sold 5510 6105 6372
US Dollar Equivalent (in G00's) $15,653 $16,338

$1%,2251

1 30 1 #3%g
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ANNEX I

Page 1 of 3
ANNEX 1
COST ESTIMATE
Egyptian Foreign
Pounds Exchange Total '
(in $000) (in $000) (in $000)
A. SCC Assects
1. Land and Improvements
Plant Site 165 : 165
~ Mining Sites 550 550
Roads 415 415
Sewers 275 275
Fencing 165 165
Internal Railway 445 105 550
Subtotal 2,015 105 2,120
2. Mining Eguipment
Drill Rigs and Jack Hammers 563 563
Mobile Compressors . 106 . - 104
Blasting and Testing 39 39
Face Shovels : 2,719 2,719
Front Loaders, Smo 248 248
Front Loaders, 3ms 96 96
Bulldozers 272 272
Vump ‘Irucks 920 920
Mobile Crane, 30-ton 172 172
Mobile Cranc, 10-ton 52 52
Subtotal 5,185 5,185
Spare Parts 520 520
Freight and Insurance - . 775 775
Customs Duties and Clearance 179 ' 179
Inlund Transportation 156 . 156
S.htocal 335 6,680 L, 810
3. Ccment Plant Equipment
Limestone Crushing and Conveyors 2,085 2,085
Clay Crushing ~nd llandling 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

Slx



Annex I

Page 2 of 3
COST ESTIMATE (continued)
Egyﬁtian Foreign
Pounds Zxchange Total
(in $000) - (in $000) (in_$000)
4, Cement Plant Construction .
Crusher Plant 1,770 : 1,770
Raw Crinding Plant and Storage 2,680 2,680
Kiln Plant 6,420 6,420
Clinker Grinding Plant ! 2,465 ) 2,465
Bagging and Loading ) 995 . 995
Utilicies 3,325 3,325
Administrative Building . 580 580
Housing Colony- 500 500
Misc. Construction 490 490
Subtotal 19,225 19,225
5. Transport Eaquipment
Trucks and Trailers 355 1,890 2,245
Employees Bus Transportation 205 150 355
Service Cars . 700 700
Subtotal ) 1,260 2,040 3,300
TOTAL, A-l to A-5 25,645 58,730 84,375
6. Contingencies and.Escalation. - .
Physical Contingencies - 10% 2,565 5,875 8,440,
Escalation - 24% 6,155 14,095 20,2350
Subtotal . 8,720 19,970 28,690
TOTAL GROUP A 34,365 78,700 . 113,065
B. Scrvices . :
l. Eongincering and Management 1,425 4,000 5,425
2. Training 200 1,000 1,200
Subtotal 1,625 5,000 6,625
3. Contingencies & Escalation. 347% 540 1,700 2,240
TOTAL GROUP B . 2,165 6,700 8,865
. C. Power and Water
l. Power Transmission and .1,630 3,400 11,030
Substacions ' . .
2.A Water Line from Suez 1,925 1,925
Subtotal . 9,555 3,400 12,955
3. Contingencies & Escalation. 34% 3,249 1,200 4,449
TOTAL GROUP C 12,804 4,600 . 17,4064

2



Annex 1

Page 3 of
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 21,645
5. Contingencies and Escalation 520 520
on Item 2 - 34%
TOTAL GROUP D 22,166 22,166
GRAND TOTAL 71, 500 90,000 . . 161,500 -

————— e
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' . ANNEX J
ANNEX J o Page 1 of 2

SUEZ CEMENT CO.
ECONOMIC RATE OF RETURN

(in 000 L.E)
TOTAL COSTS
TOTAL CAPITAL OPERATING % NET
YEAR - REVENUES COSTS _MAINT. COSTS REVENUES
m (2) (3) (3)

1976 - 1694 - (1€94
1977 - 13226 - 13226
1978 - 48342 ' - 48242
1979 - 32329 - 32329
1980 2223 - 9455 12776
1981 25075 - 10407 14668
1982 . 27918 - 10833 17085
1983 27918 - 10833 17085
1984 - 27918 - 10833 17085
1985 27918 - 10833 17085
.1986 27918 - 10833 17085
1987 27918 - 10833 17085
1988 27918 - 10833 17085
1989 27918 - 10833 17085
1990 27918 - 10833 17085
1991 27918 - 10833 17085
1992 27918 . - 10833 17085
1993 27918 - 10833 17085
1994 27918 - 10833 17085
1435 27918 - 10833 17085
1236 27913 - 10833 17085
1997 27918 - 10833 17085
1998 27918 - 10833 17185
1999 27918 - 10833 17085
" 2000 27918 (47796) 10833 64831

Internal Rate of Returm 14-,6%



ANNEX J
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SUEZ CEMENT CO.

EXPLANATORY MOTE TO ECONOMIC RATE
OF RETURII CALCULATION

Column 1 - TOTAL PEVENUES - Annual total production from Annex F (Projected
Income Statements) multiplied by $38.00 per metric ton divided by 1.47 to
convert to Egyptian L.E. The parallel exchange rate {s assumed throughout
as 1 L.E. = US$1.47

Column 2 - CAPITAL COSTS - For 1976 through 1980, the annual distribution

of capital costs was 3aS follows: 2%, 16%, 59¢ and 23%. Capital Costs were
ot:tained from Annex 1 (Cost Estimate) excluding interest during construction
and working capital. In order to convert Annex 1 (less exclusions) into
Egyptian L.E. and shadow price the direct foreign exchange capital costs,
the local currency procurement was divided by 2.564 (the offictal exchange
rat> of the USS to L.E.) and the direct foreign exchange outlays by 1.47
(the parallel exchange rate of the US$ %o L.E.).

A salvage value of 503 of the capital costs was adopted in the terminal
year of the caicuiation. . ’

Column 3 - OPERATIM % MAINTENANCE COSTS - The basic information was
obtained from Annex G (Cost of Cement §61dﬁ?“‘for-each~cost~4temr(excluding.\.W

heavy fuel 0i1) shown in Annex G an assumption was made as to the foreian
exchange component included in the cost. The proportion of the cost {tem
assumed to be 2 foreign exchanoe cost was multiplied by 1.74, the ratlo

of the official exthange rate to the parallel exchange-rate. The-following .
foreign erchane proportdons of varfous cost items were utilized: Raw
materials, 25%; electric power, 40%:—refractories, and crialing =its,

spare parts and maintenance, S50%, and packing, 1007%. 0irect labor, other
expenses and selling expenses were assumed as local resource costs,

1t {s reported that heavy fuel oil {s priced at about 26% of wiorld market
price. This cost {tem was, therefore, increased by a factorof 4,

Column 4 - NET REVEMUES-- Column. 1. Tess Colump 2 ¢+ Column-3..
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