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Mr. U. K. Ghoshal April 15, 1970

Jack L. UpperL

UA Tnil D el Drain ge Cred'Ltl erran.ens for ignin

I understand that arrangements have been made for

Mr. Knapp to sign the credit documents for th Nil. Delta

Drainage Project in the Board Roor. at 12:' on Friday,

April 17. I shall arrange for the attendance of Dr. Ashraf

Ghorbal, Head of the UAR Interests Section in the ibassy of

India, who has been authorized to sign for the UAR. The

lawyer in charge is Mr. El-Fishawy.

cc: essra. Benjenk/Hartwich
El-Fishawy

JLUpper: orp



ITRNAT/IONA 1E1)1I'VELOPIENT A )SSOCIATION

IDA/SecM70-51

FROM: The Secretary April 15, 1970

UNITED ARAB REPUBLIC: Nile Delta Drainage Project

There is attached a note prepared in the Agriculture Projects

Department on the ecological consequences of the construction of the

Aswan High Dam.

Distribution:

Executive Directors and Alternates
President
President's Council
bcecutive Vice President, IFC
Vice President, IFC
Department Heads, Bank and IFC



UNITED ARAB REPUBLIC: Nile Delta Drainage Project

1. During the Board's discussions of the Nile Delta Drainage Project on
March 24, 1970, questions were asked about ecological changes resulting from
the Aswan High Dam. Mr. Haynes of the Agriculture Projects Department
replied that, except in relation to the Nile Drainage Project itself, the
appraisal mission had not studied these changes in depth but they would
probably be of the same character as those which occurred in the Delta when
perennial irrigation was first introduced 80 years ago, i.e. salinity would
increase and water tables would rise.

2. The influence of the Aswan High Dam on the project area is mentioned
at several places in the appraisal report, notably para 3.11 and Annex 4.
Its influence on cultivation in Upper Egypt has been well described in a
recent interim evaluation report on a World Food Program project for the
conversion of basin irrigation (TFP/IGC - 17/10, Add 12 of March 4, 1970).
Some relevant paragraphs of this report are given below.

"The WFP Project

1WFP assistance was sought by the Government in January 1966
to support the programme for conversion of the above-mentioned
973,000 feddans to perennial irrigation by providing food aid as
part payment of wages in kind to ;0,000 workers engaged on
irrigation and open drainage works. The savings accruing to the
Government were to be used for the installation of the tile
drainage system on 75,000 feddans." ........

"There appears to be a possible risk of waterlogging and
salinization arising from the lagging of the drainage aspects of
the project behind the irrigation aspects. Prior to the com-
pletion of the Aswan High Dam reservoir in 1964 a large part of
the annual discharge of the Nile flowed, wasted, to the sea
during the floods. Another part recharged the aquifers and
underflow in percolating through the alluvia of the flooded
valley, whereas the remaining part was diverted and pumped for
both seasonal basin and perennial irrigation over roughly
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7 million feddans in the valley, the delta and other irrigable lands
on the west bank of the Nile. Despite the large quantity of water
brought onto the irrigated lands (7,000 to 9,000 cubic metres per
feddan yearly), there was generally no acute problem of drainage in
the upper valley, which was nainly still cultivated under the basin
system, because most of these lands were irrigated during a part of
the year only, and in summer the evapo-transpiration rate is so high
that the soil moisture level was reduced well below the saturation
point down to a depth of 1.50 metres or more beneath the surface.
Even in the scattered fields cropped in summer (irrigated by pumps or
small canals) the soil remained saturated only during a few days
after irrigation owing to the combined action of the natural drainage
and the evano-transpiration."

"On the other hand, the delta was becoming progressively water-
logged, and salinity problems occurred in its northern areas since
perennial irrigation was introduced late in the last century. The
situation worsened ra-,idly, despite expensive but insufficient
drainage works consisting mainly of open drains and pumping stations
undertaken to try to remove the excess of water and salt from the
intensively cropped lands. Finally, the decision was taken to
provide tile drainage throughout the whole irrigated part of the
delta (about 4 million feddans) by 1985. Some 360,000 feddans (sic)
will be added in the coming six years with the financial assistance
of the IDA. A semi-autonomous body under the supervision of the
Minister of Irrigation, the "Nile Delta Authority for Tile Drainage
Projects", has been created to implement the urgent and long overdue
rescue operation of the lands which were.formerly the most fertile
in Egypt and which are now also the most populated."

"Many technicians and government officials involved in irrigation
and drainage problems in UAR believe that the same process of water-
logging and soil deterioration which occurred in the delta is
probably already developing in the upper valley following the increase
in the total quantity of irrigation water diverted and applied
annually, including the seepage from the innumerable canals and
ditches of the new perennial irrigation system. Long lasting water-
logging initiates a salinization process, even though the Nile water
has a rather low average salt content (200 ppm.) The transit of
10 or more billion cubic metres of irrigation water every year into
the soils of the project area without efficient artificial drainage
will lead to a rapid accumulation of salt. The characteristics
of the soils and the flat topography do not permit the poor natural
drainage to cope with the increased drainage demand. The combined
surface drainage and ground water flow will be insufficient to remove
these salts in solution from the soil at the same rate at which they
are brought into the area by the irrigation water."

"Sub-surface or tile drainage is the best method of protecting
the productivity of the land under intensive irrigated cropping of
heavy soils. There is a consensus about the necessity of providing
tile drainage over the whole project area, whether already converted
or to be converted to perennial irrigation. The only divergences
lie in the schedule and the methods of execution of such an indispen-
sable but expensive and difficult achievement. The evaluation team



considered that this tile drainage work is urgent and that it should
be considerably expedited, at a rate and with organization and
methods similar, if possible, to those that have already been planned
and set up for tile drainage in the delta."

"Another significant consequence is the considerable decrease in
the incidence of malaria since the swamps created by the old basin
system are now disa'opearing. It is expected that this disease will
in time be com)letely eradicated from the area. This is counter-
balanced, however, by a significant rise in the incidence of bilharzia.
A study conducted by the Research Institute for Tropical Diseases in
Assyut Province indicates that the number of infected persons has
risen from 2.7 percent of the population in 1964 to 28.7 percent in
1968, primarily among cultivators. This matter is causing serious
concern to the local authorities, and WHO may be able to assist the
Government in devising methods of controlling the disease and preventing
its further spread." .......

"As a result of the construction of the Aswan High Dam, which
will store more than 150 billion (or milliards) cubic metres of
water in Lake Nasser by 1974, and of the new irrigation network to
be completed by 1971/72, shortage of water will never again be a
limiting factor to intensive agricultural production in the whole
Nile valley and delta. But misuse of water, which is nearly unavoid-
able, combined with the lack of efficient field drainage, may become
under the local soil conditions a major constraint to increasing
production. Therefore, the greatest attention and priority should
be given to the problems of proper use of irrigation water and
efficient sub-surface drainage. Neither of these present major
technical problems nor constraints. Safe irrigation methods and
cropping patterns, as well as tile drainage and vertical drainage
techniques adapted to local conditions are known and already applied
in the delta, which for a long time has been affected by waterlogging
and salinization processes. The greatest risk and concern is the
widening gap between the rapid construction and operation of the
irrigation system and the slower and incomplete establishment of the
corresponding drainage system (especially the sub-surface tile
drainage)."

Agriculture Projects Department
April 10, 1970



Mr. X. P. Benjenk April 15, 1970

Jack L. Upper

ULAR: Nile Del Drainage Credit Signing

The attached Supplemental Letters and the Agreed

Minutes of Discussions are to be countersigned by you at the

time of signing of the credit documents for the Nile Delta

Drainage Proj ect on Friday. The external debt letter will be

signed by Dr. Ghorbal as amended. The amendment as shown in

the attached Letter No. 3 has been agreed in principle with

Mr. Seif Eldin and will be cleared with Dr. Ghorbal tomorrow.

Attachment

JLUpper orp
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME R 0 U T I N G
OF CABLE: ARIL 14a 1970

LOG NO.: 1 s ACTION ODPY:

TO: INFORM4ATIONI
COPY:

FROM: C20 DEODED BY: W, u

TEXT:

RX IDUR Q=Z 8. 00Pr OF AUTWIUrMTI 3=?
TD]R 08 S. 12 l APIL A VN L R

HO AMUM ~ x

FOR INFORMATION REGARDING INCOMING CABLES, PLEASE CALL THE CCMMUNICATIONS SECTION, EXT. 2021

DUPLICATE
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: DR EL SAYEH DATE: APRIL 13, 1970
UNDERSECRETARY FOR ECONOMY
MINISTRY OF ECONOMY AND FOREIGN TRADE CLASS OF
CAIRO SERVICE: L.T.

COUNTRY: UNITED ARAB REPUBLIC
AND RESPONSIBLE -OFFICIALS MINISTRIES OF

TEXT: KINDLY ARRANGE VISITS WITH MINISTER TRANSPORTAIRRIGA.TION AND PLANNING

Cable No.:
IF POSSIBLE FOR DISCUSSION PREPARATION NOUBARIYA CANAL PROJECT coma

WITH MINISTER IRRIGATION AND CHAIRMAN DRAINAGE AUTHORITY FOR DISCUSSION IMPLEMENTATI

NILE DELTA DRAINAGE PROJECT comma AND WITH MINISTER ECONOMY FOR

GENERAL DISCUSSIONS Stop PLEASE CABLE ASSOCIATION SOONEST GIVING
DELTA

NOTICE OF AUTHORIZATION DR GHORBAL TO SIGN NILE ttngL DRAINAGE CREDIT

TO BE FOLL(4ED BY LETTER OF AUTHORIZATION AS MR HARIWICH HAS CABLED

DR ZAKI ON APRIL 3 AND APRIL 8 AND AS WE DISCUSSED DURING NEGOTIATICNS

sto 1 SH L TRY TO 4,UR -iIR FOR ........... 1,T AO I'kY Q Z"3-

-eMM=X KINDEST REGARDS

UPPER

-~ INTBAFR.AD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Jack L. Upper

DEPT. Euro , dd a r

1!GNATUR ATURE OF I DIViDUAL AUT IZ To APPROVE)

For Use By Communications Section

JLUpper : orp ORIGINAL (File Copy)
(IMPORTANT: See Secr-tles Guide for preparing form) Checked for Dispatch:
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EMBASSY OF INDIA
UNITED ARAB REPUBLIC INTERESTS SECTION

2310 DECATUR PLACE. N.W.
WASHINGTON. D. C.

UNOFFICIAL TRANSLATION

POWER OF AUTHORIZATION

THE FOREIGN MINISTER,

AUTHORIZES DR. ASHRAF GHORBAL, HEAD OF THE UNITED

ARAB REPUBLIC INTERESTS SECTION IN WASHINGTON, D. C. TO

SIGN, SUBJECT TO RATIFICATION, THE AGREEMENT BETWEEN THE

UNITED ARAB REPUBLIC GOVERNMENT AND THE INTERNATIONAL BANK

FOR RECONSTRUCTION AND DEVELOPMENT (THE INTERNATIONAL

DEVELOPMENT ASSOCIATION) ACCORDING TO WHICH THE BANK WILL

PROVIDE $26,000,000 (TWENTY-SIX MILLION DOLLARS) TO FINANCE

THE NILE DELTA DRAINAGE PROJECT. DR. GHORBAL IS EMPOWERED

WITH THE NECESSARY AUTHORITIES TO THAT EFFECT.

TO ATTEST TO THE ABOVE, WE HAVE AFFIXED OUR SIGNATURE

TO THE PRESENT DOCUMENT ON THE 12TH DAY OF APRIL 1970.

MINISTER OF FOREIGN AFFAIRS

(signature)

MAHMOUD RIAD
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EMBASSY OF INDIA
UNITED ARAB REPUBLIC INTERESTS SECTION

2310 DECATUR PLACE. N.W.
WASHINGTON. D. C. 20008

TRADUCTION NCN-OFFICIET.

PLEINS POUNCIRS

LE lINISTRE DES AFFAIRES ETRAMGEES,

AUTHCRISE IR. LE DR. ASHRAF GHCRBAL, CHEF, SECTICNN CHARGEE

DES INTERETS DE LA REPULIQUE ARABE UNITE A WASHINGTON, DE SIGER SOUS

RESERVE DE R.ATIFICATION, L'ACCORD DE CREDIT ENTRE LE GOUVERNEMENT DE

LA REFPUBLIQUE ARABE UNIE ET LA BAN 2QUE INTERNATIOIALE POUR LA RECON-

STRUCTICN ET LE DEVELOPPEEENT (LtASSOCIATION INTERNATICNALE DE

DEVELCPPEFE2NT) SELCN LEQUEL CELLE-CI OCTROIT UN CRDIT DE 26 MILLIONS

DE DOLLARS POUR LE FIYNANCEIET DU PROJET DE DRAINAGE AU NC M DU DELTA,

REPUBLIQUE ARABE UNIE.

MR. 1E DR. ASlRAF GHORBAL EST, A CET EFFET, IFEJ DES PLEINS

POUVOIRS iCSCESUAIRES.

SIGNER AU CAIRE 12 12, A.VRIL, 1970.

NIiISTRE DES AFFAIRES ETRANGERS

(signiture)

MAHNIIOID RIAD
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Form No. 27
(6-69)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: DR EL SAYEH DATE: APRIL 10, 1970
UNDERSECRETARY FOR ECONONY
MINISTRY OF ECCNOMY AND FOREIGN TRADE CLASS OF
CAIRO SERVICE: L.T. JJ

COUNTRY: UNITED ARAB REPUBLIC

TEXT: AM PLANNfIG VISIT CAIRO FOR ABOUT FOUR DAYS GENERAL DISCUSSIONS
Cable No.:

BEGINNING APRIL 19 ARRIVING VIA AIR FRANCE 124 HOURS 2055 Stop

KINDLY CABLE WHETHER TIMING CONVENIENT REGARDS

UPPER

INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Jack L. Upper cc: Mr. Seif Eldin

DEPT. uro e, M* die rt Africa

SIGNATUREF
(SIGNAT URL OF INDIV-1DU A ORIZED TO APPROVE)

For'Use By Communications Section

JLUpper:orp
ORIGINAL (File Copy)

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: April 9, 1970

FROM: Jack L. Upoer

SUBJECT: UAR Nile Delta rainage Credit Signinrg

Dr. Ghorbal, Head of the UAR Interests Section in ashington,

telephoned Mr. Hartwich on Monday morning, April 6, 1970, to say that

he had received authorization from Dr. Zaki to sign the credit docu-

ments for the Nile Delta Drainage Project. He said he had been asked,

however, if the dates in Supplemental Letter No. 2 on Technical Staff

Requirements could be moved back one year and other dates in the cre-

dit documents changed accordingly. Mr. Hartwich said that he would

have me look into the matter and call Dr. Ghorbal.

I conferred with Mr. El-Fishay on the evidence necessary

to establish effective authorization to sign and with Messrs. El-

Fishawy and Bolt on the suggested change in dates.

Mr. El-Fishawy suggested that we ask for a signed letter

of authorization and cabled notice of its dispatch, so that we could

proceed with signing on the basis of the cable. On the question of

dates Mr. Bolt said he considered the completion date and the closing

date still feasible and realistic, but agreed that it wTould be reason-

able to substitute calendar year 1970 for financial year 1969/70 in

the annex to Supplemental Letter No. 2. Mr. El-Fishawy strengthened

this approach by his view that it might be difficult to change the

closing and project completion dates in the Credit Agreement so soon

after oresentation to the Executive Directors, whereas there would be

no difficulty in changing dates in the supplemental letters without

official clearance by the UAR authorities, since it ,ould have the

effect of relaxing our agreement in their interest slightly.

After discussing this with Mr. Hartwich, he asked me to

convey the following points to Dr. Ghorbal by telephone, which I did:

1. that we shall need a copy for our files of a signed

authorization for his signature of the credit docu-

ments

2. that a cable informing us of the sending of the above

authorization would be sufficient evidence to proceed

with the signing

3. that it would be difficult and not technically justi-

fied to change the closing and project completion

dates in the Credit Agreement at this time, but that

Supplemental Letter No. 2 could be amended to post-

pone the first yearts staffing requirements by six

months



Files - 2 - April 9, 1970

4. that up-to-date external debt information was required
for the annex to the external debt letter and that we
would like Dr. Ghorbal to inquire whether and to what
extent this information could be provided quickly by
cable. As a guide to the external debt information
normally required, I read the text of the attached
draft cable to Dr. Zaki, ohich Dr. Ghorbal agreed

might pose an awkuard problem if sent and if the
information could not be promptly supplied. (Note:

Mr. McNanara agreed with Mr. Hartwich before Board

presentation that we need not press for the updated

external debt information in view of the short time
available. lie have taken these steps to make sure,
however, that this information will be provided as
quickly as possible after signing).

Dr. Ghorbal said that he would cable these points to Dr. Zaki

on Monday night.

Attachment

Cl. with and cc: Mr. Hartwich
Mr. El-Fishamy

cc: Mr. Benjenk

JLUpper:orp



DRAFT (Not Sent)
JLUpper:orp

April 6, 1970

HIS EXCELLENCY
DR HACSAN ABBAS ZAKI
MINISTER OF ECONOAY AND FOREIGN TRADE
CAIRO

UNITED ARAB REPUBLIC

DR GHORBA INF'ORMED US TODAY YOUR AUTHORIZATION HIS SIGNATURE NILE DELTA

DRAINAGE CREDIT DOCUMENTS Stop KINDLY AIRMAIL COPY OF AUTHORIZATION

AND CABLE US ACCORDINGLY Stop KINDLY ALSO CABLE INFORMATION FOR ANNEX

TO STANDARD EXTERNAL DEBT REPRESENTATION LETTER TO BE SIGNED SIMULTANEOUSLY

WITH CREDIT AGREE2,1ENT comma AS DISCUSSED WITH DR EL SAYEH DURING

NEGOTIATIONS comma LIST OF ALL EXTERNAL DEBT CONMIT1ENTS SINCE

JUNE 30, 1969 SH(AING NAMES OF LENDER AND BORRO ER comma DATE AND

AMOUNT OF CONTRACT comma RATE OF INTEREST AND REPAYMENT PERIOD

REGARD S

HARTUICH

INTBAFRAD

Cl. vith and cc: Mr. El-Fishawy



DECLASSIFIED

Date: % April 8, 1970

PERSMNAL

Dear Mr. Minister:

This is just a personal note to say how

pleased I was that at long last the IDA credit
for the Nile Delta Drainage Project was put

before the Board of Executive Directors.

Beginning in the late Spring of 1967 when
I became head of our Middle Eastern Departuent,

but particularly since I visited you in December
of that year, I sought to bring to consummation
a loan for a significant project in the United
Arab Republic. It gave me a lot of pleasure,

as it must have given you, that the credit has
now been approved over two years later.

I hope the project goes well and the rela-
tionship between the United Arab Republic and
ourselves continues to prosper.

Best personal wishes.

Sincerely,

Michael L. Lejeune
Director

Eastern Africa Department

His Excellency
Dr. Hassan Abbas Zaki
Minister of Economy and

poreign Trade
Ministry of Economy and

Foreign Trade
Cairo, United Arab Republic

MLL:neb



Form No. 27
(6-69)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: HIS EXCELLENCY DATE: APRIL 8, 1970
DR HASSAN ABBAS ZAKI
MINISTER OF ECONOIft AND CLASS OF

FOREIGN TRADE SERVICE: L.T.
CAIRO

COUNTRY: UNITED ARAB REPUBLIC
A4SCICIAT16AI

TEXT: DR GHORBAL HAS INFORMED 9 HE HAS RECEIVED AUTHORIZATICN TO
Cable No.:

SIGN NILE DELTA DRAINAGE CREDIT DOCUMENTS Stop KINDLY AIRMAIL

COPY OF AUTHORIZATIN AND CABLE US ACCORDINGLY REGARDS

HARTWICH

INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME D. Hartwich, Deputy Director 01. with and cc: Mr. El-Fishawy

DEPT. Europe, Middle East and North Africa

SIGNAT
ATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

For Use By Communications Section

)orp (

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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April 6, 1970

His Excellency
Dr. Hassan Abbas Zaki
Minister of Economyr and Foreign Trade
Ministry of Economy and Foreign Trade
Cairo
UNITED ARAB REPUBLIC

Dear Mr. Minister:

I cabled you on Friday regarding the signing of the
credit for the Nile Delta Drainage Project. Meanwhile, we
heard from Dr. Ghorbal today that he had been authorised to
sign the credit documents for the UAIR. I should like to say,
also on behalf of my colleagues, that we are very glad that this
important project can now move on in its implementation.

Two of the transportation projects that we have discussed
for possible future consideration by the Bank Group in addition to
the Egyptian Railways are the Noubariya Canal and related bulk
handling facilities at the Port of Alexandria. In that respect
I am enclosing a copy of my letter to His Excellency Ali Zein
El-Abidin Saleh, to which are attached draft terms of reference
for consultants to assist in the preparation of these projects.

We are tentatively planning a mission by members of our
Transportation Projects Department to discuss the further prep-
aration of these projects around the middle of May if that would
be convenient. In the meantime I hope that Mr. Upper will have an
opportunity to discuss the plans for this mission with you later
this month in Cairo.

With best regards

Sincerely yours,

Dieter Hartwich
Deputy Director

Europe, Middle East and North Africa
Department

ent

J t/DHarthich:orp



Mr. A. 2.Mcil pru 3, 1970

L. J. C., JV*

V.A.6 - ilto Delta Drainage Project

1. Dur the B-ard's discussions of the Mile Delta 'vainage Project,
you asked about ecological changes resulting from the Aswan High Da)m.
Mr. akynes replied thatexcept in relation to the Mne Drainage Project
itself, the appralal mission had not studied thme changes in depth
but they would probably be of the sam character as these which ooourred
in the D*lta when perennial irrigation was first introdtwed 80 years
ago, i.e., salinity wvald Increase and water tables would rise.

2. The Influeme of the Aswan igh Dan on the project area is
mentioned at several places in the appraial reprt, notably par 3.11
and nexu L.# Its influ.a on mitivation in Upper Eppt hes bem
well described In a rent interim auluatin report on a World Food
lrvgrzr project for the oreorim of basin irrigation (wYP/IZ 17/10
Add 12 of March 4., 1970). Sm relevant paragraphs of this report ae
givon below.

WFP assistance was sought by the Government in January 1966
to mxpport the prograw for conversimn of the above mntioned
973,000 feddans to peroxxial irrigation by providing food aid as
part paymnt of wages in kind to 30,000 worker mkgged on irrigation
and open drainage works. The saving accruing to the Goverment
were to be used for the installation of the tile dreinage systm
on 75,000 fddaas."...

"Them appears to be a possible risk of waterlogging and
salinization arising from the 1agging of the drainage aspects
of the project behind the irription apets. Prior to the
completion of the Asman MIgh Dan reservoir in 1964 a large
part of the amual daharge of the Nile flowed, wasted, to the
sea during the floods. Another part reaherged the .qzifere
and underflow in perolating tbrough the alluvia of the flooded
valley, whereas the ining part was diverted and pmWd
for both seasaal basin and pmial irrigation over roughly
7 mellion foddans in the valley, the delta and other irrigable
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Mr. D. Hartwich April 3, 1970

Jack L. Upper

UARs Discussion Nile Delta Drainage Project in the Senior
Staff Meetin

The minutes of the senior staff meeting of March 24,

1970 quotes the Chairman as saying that Nth* consideration of

the project by the Executive Directors ..... had been made

possible by progress in the rescheduling of the UAR's debts

arising from the nationalisation of foreign-wned properties."

You may wish to correct the record to delete the reference to

the nationalisation of foreign-oned properties, since these

debts arose from contractual obligations entirely separate

friK that issue.

JLUpper:orp



Form No. 27
(6-69)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

/Ae6 LMC ? 5A C
TO: TflE HQNQRABLE DATE: APRIL 3, 1970

DR HASSAN ABBAS ZAKI
MNISTER OF ECCNOMY AND CLASS OF

FOREIGN TRADE SERVICE: L.T. l
CAIRO

COUNTRY: UNITED ARAB REPUBLIC

TEXT: THANKS URCAB TO MR BENJENK APRIL 1 REGARDING NILE DELTA DRAINAGE
Cable No.:

CREDIT Stop I AND MY COLLEAGUES ARE VERY PLEASED ALSO THAT

THIS OPERATION HAS NOV COME TO FRUITION Stop HR -BEDIFJIIiE-1

AT PR96NT OU9T OF WfiiflQf DT fw? !p ~ m Off fHE

49*?flffiNT8- 19M KINDLY INFORM US AS SOON AS CONVENIENT

REGARDING ARRANGEMENTS YOU ARE PLANNING FOR SIGNATURE OF THE

CREDIT IN WASHINGTON Sp T

DRS"I U Stop KINDEST REGARDS

HARIWICH

INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME D. Hartwich, Deputy Director

DEPT. Europe, Middle East and North Africa

SIGNATURE_
GNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

I l For Use By Communications Section

iW, r:orp
/1 ORIGINAL (File Copy)

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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April 2, 1970

Dear Mr . Woods:

I was very glud to be able to talk to you yesterday and to hear
of your satisfaction about the progress on matters to which you had
devoted so much time and effort.

1 egarding your question concerning Dr. Ism.ail El Fe-ly, the
best person for him to turn to in the UAP would be Dr . Fouad El
Kholy who participated in the negotiations for the Nsile Delta
Drainaae project last September as Undersecretary of the Ministry of
Irrigation. Dr. El Kholy has been under consideration to becone
Chairman of the ;ile Delta Authority for Tile Drainsge Projects which
was established in September and will initially concentrate on the
IDA financed project. I have not heard if he has already been
appointed but Dr . El Ramly should have no difficulty in contacting
him through the 4inistry of Irrigation in Cairo. I blso enclose two
copies of the Press Release on the project which I hope will provide
the information you had in mind.

?lease let me know if I can be of further help in this or any
other matter.

WIhh best regards,

Yours sincerely,

Dieter Hartvich

Enclosures

-r George D). Woods
First Boston Corporation
277 Park Avenue
Rev York, Dew York 10017
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CONFIDENTIAL

CONSULTING ENGINEERS

PARTNERS: ASSOCIATES: HANOVER HOUSE,
A. A. MIDDLETON. B.Sc, F ICE. J., H. BURKE
I. S. G. MATTHEWS, M.A., F. 1 C.E., M.A.S.C.E. 0. A. BROWN, B.Sc., F ICE. 73, HIGH HOLBORN,
G. R. HOFFMAN, B.Sc., F. I.C.E., M. W.E MA.S.C.E. 0. L. ACKERS, M.A., I.C.E.,A.M.I.W.E., M.I.P.H.E.
W. McCREADY, M.ENG., F lC.E., MAS.C. E. G. F ALBANY WARD, B.Sc. M.LC.E. LONDON, W. C. 1.
J. H. FLEMING, B.Sc., F I.C.E., M.AS.C.E. J. I. M. DEMPSTER, E.SC, F. I.C.E.

CONSULTANTS: C. 0. FIELDER, F IC.E.

R. H. MACDONALD, M.A.,F I.C.E. E. R SEPHTON, B.Sc., M.I.C.E.

R. G. SMITH, B.Sc., F I.C E., F I.MiCH.E. R. F STONER, B.Sc, F. IC.E. TELEPHONES: 01- 242 5747 - 8 -9
G. LACEY, C.I.E., F. C.G.L, B.SC., F, .. E. COMPTROLLER:
R. G. KNIBB B.Sc., M.E.Mac.E. H. F RAYBONE, SA., F C.A. CABLES: SCREETAN LONDON W C I

Y O U R R F ..... .....,......,....... ...................................... ,.. ....E.........,............ .A..E..,...............,.......,..D A T E ...... ,... .... .,........ ...... 9...... ....... ..

YO RRE .................... I...................OUR REF - ..... .R .. . . .DTd April 1
0/36/Egypt.

Mr. C.M. Bolt,
Agricultural Projects Department,
International Bank for Reconstruction and

Development,
1818 H Street, N.W.,
Washington D.C. 20433,
U.S.A. --

Dear Mr. Bolt, -

You may recall that one of our Associates, Mr. Roy
Stoner, called on you about the end of last December to
enquire about the Nile Delta Drainage Project and you
very kindly told him that negotiations concerning an
I.B.R.D. loan for the Project had not, by that time,
been concluded.

We understand that the Bank has now approved the
request for a loan and we have to-day written to Mr.
Christian Finne, Supervisor Consulting Services, asking
that our name may be included if the Bank is preparing
a list of Consultants for appointment on this project.
We are enclosing a copy of this letter for your informa-
tion.

Yours sincerely,

I.S.G. MATTHEWS,
SIR M. MACDONALD & PARTNERS.

IS GM/SW.

ID
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COPY OF LETTER
fro m

Sir M. MacDonald & Partners
Hanover House, 73, High Holborn

London, W.C.I

0/36/Egypt 2nd April,1970.
0/37/IBRD

Mr. Christian Finne,
Supervisor Consulting Services,
International Bank br Reconstruction and

Developmnt,
1818 1 Street, N.W.,
Washington D.C. 20433,
U.S.A.

Dear Sir,

NILE DELTA DRAINAGE PROJECTs
EGYPT

We understand that the Bank has recently approved a
request by the Governmnt of the United Arab Republic for
a loan to finance the construction of pumping stations and
other works on the above project and we believe that there
may be a requiremnt for Consulting Engineers. We would
like to participate in this project and would be grateful
if you register our name if you are preparing a list of Con-
sultants interested in this assignment,

We believe that our considerable experience of low-lift
pumps for irrigation and drainage together with our experience
on the design and supervision of construction of a number of
pump stations would be of value on the Nile Delta Project.

We have had long connections with several Arab countries
and are, at present, engaged on very large irrigation and
drainage projects in Iraq and Sudan and on a number of smaller
projects in Jordan and other countries. In West Pakistan con-
struction of the first drainage project in the Lower Indus Basin
Development Plan is nearing completion under our supervision.
This scheme, financed by the I.B.R.D., includes a number of
drainage pumping stations of various capacities.

The firm has also established two Advisory Groups in West
Pakistan to advise and assist engineers of the West Pakistan
Water and Power Development Authority on all aspects of the
implementation of a number of irrigation and drainage projects

Cont



COPY OF LETTER
from

Sir M. MacDonald & Partners
Hanover House, 73, High Holborn

London, W.C.I

in the Lower Indus Basin. We envisage that any assignment

on the Nile Delta Project would also include a training and
advisory role such as we have undertaken in Pakistan.

Yours faithfully,

JFA/SW

CC Mr. C.M. Bolt, IBRD. I.S.G. ?ATTHEWS,
SIR M. MACDONALD & PARTNERS.



FORm No. 26
(4-69)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME ROUTIN G
OF CABLE: APRIL 1, 1970 1340

LOG NO.: WU 31/1 ACTI1N DPY: /*iR

TO: BENJENK INTBAFRAD TNFOWATION
COPY:

FFCM: CAIRO DECODED BY:

TEXT:

THANK YOUR CABLE CONCERNING APPROVAL OF NILE DELTA DRAINAGE CREDIT. GRATEFUL

FOR YOUR ASSISTANCE. PLEASE CONVEY MY THANKS TO YOUR COLLEAGUES IN THE DEPART-

MENT FOR SINCERE EFFORTS. I SHARE YOUR HOPES FOR FUTURE CONTINUED CLOSE COOPERA-

TION, BEST REGARDS.

HASSAN ABBAS ZAKI

JAO

FOR INFORMATION REGARDING INCOMING CABLES, PLEASE CALL WiE CMUNICATICNS SECTION, EXT. 2021

ORIGINAL
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: HIS EXCELLENCY DATE: MARCH 27, 1970
HASSAN ABBAS ZAKI
MINISTER OF ECONOMY AND FOREIGN TRADE CLASS OF FULL RATE

SERVICE:CAIRO

COUNTRY: UNITED ARAB REPUBLIC

TEXT:
Cable No.:

EYE AM HAPPY TO SHARE WITH YOU THE GOOD NEWS THAT EXECUTIVE DIRECTORS

APPROVED CREDIT OF $26 MILLION FOR NILE DELTA DRAINAGE PROJECT STOP

DELIGHTED TO PARTICIPATE IN THIS PROJECT WHICH PLAYS SUCH AN IMPORTANT

ROLE IN YOUR DEVELOPMENT EFFORTS BEST REGARDS

ROBERT S. MCNAMARA
INDEVAS

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Robert S. McNamara

DEPT.President

NATURE DHartwich:RSMcNamara:
(SIGNATURE OF INDIVIDUAL AUTHO ZED TO APPROVE)

REFERENCE: For Use By Commu ications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch
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FOR IMMEDIATE RELEASE

INTERNATIONAL DEVELOPMENT ASSOCIATION

1818 H STREET. N.W.. WASHINGTON D. C. 20433 TELEPHONE: EXECUTIVE 3-6360

IDA Press Release No. 70/8 Subject: $26 million credit to

March 26, 1970 United Arab Republic

The largest tile drainage operation ever to be undertaken will go forward

with the assistance of a $26 million credit to the United Arab Republic from

the International Development Association (IDA), an affiliate of the World Bank.

The project will provide drainage for nearly one million acres of irrigated land

in the Nile Delta, making possible an increase of about 207. in crop production

in the area. This will lead to substantially higher incomes for about 250,000

farm families, and improve the country's balance of payments by increasing

earnings from agricultural exports and reducing the need for food imports.

The credit will be for a term of 50 years, including 10 years of grace.

It will be interest free, but will carry a service charge of 3/4 of 1% to

cover IDA's administrative costs.

Agriculture is dominant in the economy of the UAR, employing more than

half the population and providing about 807. of exports. Most of the produc-

tion is concentrated in the Nile Valley and its Delta which represent only 47.

of the country's land area. Despite increases in agricultural production in

recent years, the UAR's imports of food products amount to the equivalent of

over $200 million annually. Two major constraints to increasing productivity

are water logging and salinity in irrigated lands. The most effective way of

solving this problem has been found to be the installation of tile drainage.

It removes excess soil moisture through concrete or clay pipes buried hori-

zontally below the crop root zone, does not require permanent removal of land

/more



IDA P.R. No. 70/8 - UAR - Drainage

- 2 -

from crop prohu'tion, and needs or!-y ior wialitenance. Tile draiEnage has al-

ready been irist tAled largzly by hand on 373,'0.) acres in the Nile Delta.

Very subst .atial inzrzases in yields of the prin-iLpal crops -- rice, cotton,

wheat and maize -- h:.ve been obser:ved througtit the newly drained areas.

Mechanized methods of tile laylig, to be used in the present project, have

proven successfbl in a pilOt projz.ct financed by th; United Nations Development

Programme with che Food and Agriculture Organization of the United Nations as

Executing Agency. Mechanization, which will accelerate the installation of tile

drains, is essential if the Government is to achieve its objective of improved

drainage throughout the whole irrigated area of about 4.2 million acres in the

Nile Delta by 1985.

The project being assisted by the IDA credit will be executed by the Nile

Delta Authority for Tile Drainage Projects which was established by Presidential

Decree in September 1969. It will be carried out over a period of 6-1/2 years

at a total cost equivalent to $147 million. The IDA credit of $26 million will

cover the foreign exchange costs; local currency expenditures will be met by the

Government of the United Arab Republic.

The principal elements are the installation of tile drains by mechanized

means; the remodeling of open drains and structures to discharge the greater

drainage flow; construction of 11 pump stations; the construction of workshops

and procurement of transport for operating services, and the employment of con-

sultants to assist the Nile Delta Authority for Tile Drainage Projects.

Contracts financed by IDA will be awarded after international competitive

bidding. These contracts will be primarily for the importation and installation

of pumping machinery, for tile laying machinery, and for other equipment and

spares.

-0-



FORM No. 26
(4. 69) AIR2 6 1S7

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME R O U T I N G
OF CABLE: MARCH 26, 1970

LOG NO.: ITT TELEX / 26 ACTION CODPY: MR. BEN

T0: INFOBMATION MR 6NAM&Rl
COPY:

CAIRO DECODDED BY: IR &

TEXT:

TELEX NO 346 FROM 2237 MARKAZI CAIRO

FOR PRESIDENT MCNAMARA

REQUESTED BY MINISTER HASSAN ABBASZAKI TO COMMUNICATE TO YOU

THE FOLIMING "IHAPPY TO LEARN OF APPROVAL DELTA DRAINAGE LOAN,

DEEPLY GRATEFUL YOUR KIND HELP. HOPE THIS LOAN A BEGINNING OF

CONTINUOUS FRUITFUL COOPERATION WITH BANK GROUP. PLEASE CONVEY

THANKS TO DIRECTORS. KINDEST REGARDS" KINDEST REGARDS

NAZMT - MARKAZI

IR

FOR INFORMATION REGARDING INCOMING CABLES, PLEASE CALL THE (OMMUNICATIONS SECTION, EXT. 2021

ORIGINAL
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FOR IMMEDIATE RELEASE

INTERNATIONAL DEVELOPMENT ASSOCIATION

1818 H STREET. N.W.. WASHINGTON D. C. 20433 TELEPHONE: EXECUTiVE 3-6360

IDA Press Release No. 70/8 Subject: $26 million credit to

March 26, 1970 United Arab Republic

The largest tile drainage operation ever to be undertaken will go forward

with the assistance of a $26 million credit to the United Arab Republic from

the International Development Association (IDA), an affiliate of the World Bank.

The project will provide drainage for nearly one million acres of irrigated land

in the Nile Delta, making possible an increase of about 20% in crop production

in the area. This will lead to substantially higher incomes for about 250,000

farm families, and improve the country's balance of payments by increasing

earnings from agricultural exports and reducing the need for food imports.

The credit will be for a term of 50 years, including 10 years of grace.

It will be interest free, but will carry a service charge of 3/4 of 1% to

cover IDA's administrative costs.

Agriculture is dominant in the economy of the UAR, employing more than

half the pcpulauion and providing about 80% of exports. Most of the produc-

tion is concentrated in the Nile Valley and its Delta which represent only 4%

of the country's land area. Despite increases in agricultural production in

recent years, the UAR's imports of food products amount to the equivalent of

over $200 million annually. Two major constraints to increasing productivity

are water logging and salinity in irrigated lands. The most effective way of

solving this problem has been found to be the installation of tile drainage.

It removes excess soil moisture through concrete or clay pipes buried hori-

zontally below the crop root zone, does not require permanent removal of land

/more
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from crop pyoduction, and needs only minor maintenance. Tile drainage has al-

ready been installed largely by hand on 373,000 acres in the Nile Delta.

Very substantial increases in yields of the principal crops -- rice, cotton,

wheat and maize -- have been observed throughout the newly drained areas.

Mechanized methods of tile laying, to be used in the present project, have

proven successful in a pilot project financed by the United Nations Development

Programme with the Food and Agriculture Organization of the United Nations as

Executing Agency. Mechanization, which will accelerate the installation of tile

drains, is essential if the Government is to achieve its objective of improved

drainage throughout the whole irrigated area of about 4.2 million acres in the

Nile Delta by 1985.

The project being assisted by the IDA credit will be executed by the Nile

Delta Authority for Tile Drainage Projects which was established by Presidential

Decree in September 1969. It will be carried out over a period of 6-1/2 years

at a total cost equivalent to $147 million. The IDA credit of $26 million will

cover the foreign exchange costs; local currency expenditures will be met by the

Government of the United Arab Republic.

The principal elements are the installation of tile drains by mechanized

means; the remodeling of open drains and structures to discharge the greater

drainage flow; construction of 11 pump stations; the construction of workshops

and procurement of transport for operating services, and the employment of con-

sultants to assist the Nile Delta Authority for Tile Drainage Projects.

Contracts financed by IDA will be awarded after international competitive

bidding. These contracts will be primarily for the importation and installation

of pumping machinery, for tile laying machinery, and for other equipment and

spares.

-0-



Mx. Robert S. Melamara March 25, 1970

Dieter Hartwich

UAR - Nile Delta Drainme Project

Please find attached for your signature a cable informing M1inister
Zaki of the approval of the IDA credit. You decided yesterday that this
cable should not go out before today (Wednesday) evening.

I plan to get in touch with Dr. Ghorbal later today about the credit
signing, particularly the authorisation of a representative to sign for
the Government. Do you have any particular instructions regarding the
date of signing, and shall we arrange matters so that you can sign on
our side?

Attachment

ce to Messrs. Cope
W. Clark
Upper

DPartwichbrpo



1i - ej~xcz nCy OA EC 25, 1970
ABBAS LAKI

114NIFTER OF ONOY
AND FOREIGN TRADE LT

CAIRO

UNITeD ARA.L' Ri&OBIIC

V. AP APY TO lNFrXM YOU THAT EXWL'TIVE nIrFCTORS APPMOra-- CRDIT OF

$26 MILLION FOR NILE DRA WAINAGE PROJECT STOP WE ARE YR GLA TO

COO'SRATi IN TRI; POJECT WFICL PLAYS UCH AN VMPORTANT ROLE II YOU

DavtaP ET FOMTS FFTEAWDfS

Dieter hartvich, Deputy Director 4o to Messrs. Cop. Cark and Upper

Diiartvich:rpo (IDA)



Mr. Robert S. McNamara March 25, 1970

Dieter HartvichJblt

UAR - Nile Delta Drainage Project

Please find attached for your signature a cable informing Minister
Zaki of the approval of the IDA credit. You decided yesterday that this
cable should not go out before today (Wednesday) evening.

I plan to get in touch with Dr. Ghorbal later today about the credit
signing, particularly the authorisation of a representative to sign for
the Government. Do you have any particular instructions regarding the
date of signing, and shall we arrange matters so that you can sign on
our side?

Attachment

cc to Messrs. Cope
W. Clark
Upper

Diartwich:rpo



EMBASSY OF INDIA
UNITED ARAB REPUBLIC INTERESTS SECTION

2310 DECATUR PLACE, N.W.
WASHINGTON. D. C. 20008

24 zarch 1970

The Honorable'
Robert S. Lc~axmara
The President
The W orld Bank
Washington, D. C.

Dear Mr. Mcl~amara:

It was with immense pleasure and satisfaction that
I just heard of the Dank's approval of the United Arab
Republic loan for the drainage project. I am sure I am
expressing Cairo's views in extending to you not only our
congratulations for the Board's passage of your said program
but equally our deep appreciation for all the help and effort
you have exerted in seeing it through.

The action taken today in my opinion demonstrates an-
other aspect of your devotion to the cause of the develop-
ment of the developing countries to which you have geared
the ever growing resources and efforts of the Bank. It en-
courages us to look forward to repeated lending on your part
and a closer association between the Bank and the UAR; an
assurance you so kindly indicated in your letter to President
Gamal Abdel Nasser on 18 November 1969.

On our part, I can assure you of our continuous and un-
relenting cooperation to make this project and the ones to
come a model of cooperation between the Bank and its member
countries. It will not only be my duty but equally my plea-
sure to play whatever role I can in working towards that goal.

With warmest personal regards, I am

Sincerely yours,

af Ghorbal

A) />/



r. kobart 5. ,aiara fatch 23, 1970

M. Shoeib

IDA Credit to L

la continuatluo of my matoraadun of March . :r. van CaIkmpeaout
has to objection to the project.

cc; Mr. AldcewreI4
Mr. Mendela
Mr . Cepe
Mr. :1 r.mary

Mr. &artvich
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RA-R- NI-9 Delta 2WQnMe U-aale

1. A Am A nd mn Tku SA .

The valus added is 52-47% an trwks (dpndina an tn*)
0% On notor cytl@W and 181 an farm tractors. III weigtd averagp

for all procurem et In this categry is 35%.

2. Local Riddim for Clyil 'dbrk

:Uring ampaiial we aos t international biding for all wrks
bet Gaovrnmnt was =able to agree.

?he oonstruction induvtry has beo nationalisd but the appraisal
mission round it we fairly *ffiaient, that there was no tecnical reason
mby they could not perform the works and thtre would be no cost penalty.
It us cncluded that, W e we uld not fince ivil works, the natimlie
Indusary .=ld carry than out.

The matter we again preesed during negotiations, and it was atresed
that, in our Jwdmnt, local acntractorn would win awards swbr int.rnatinal
ocmpetitive bidding beose. they have smveral clear out wdmtages, e.g. In
inwtrmne rates and Libor law, umvrnment, howr, refusm to accept this
argumenti am of their major aacein was utiliation of the m *ess capwity
available in the oonsttution nustatyy following tho cnpletion of Aen High
DMM.

3. iesmgna gL. Aastg Lm btaUstwrv-

avcomry is govrnod by ex.i-ting lawo vihch, In keeping with
rUlioua prezopta, dc not provide for interaet. om, the legislation

doem protdo for recovery of 1,7 wadnnitrative charge" which is added
to the capital cost.

DAurng negtiatios agrament was obtained that the capital costs
of field tile drainqp aMd the oporatisg and maintenance coit would be recovered
by direct charges. E'XJsting l#Vgi1lat-4On prvdstbat aftert iOPrOV4Went of lands

thelate'svalue A-1. reasse1e 'a. bLax zvrpsft ahsraseset wcad
te or th vr of in w Ork othr than tile rainagq.

Total eheres to Paxaer additial increased lad tax would increee frm
Prosently $10 to $17 per Ceddan at W-l doeope t;Lquvalant to about 1/8
of' inrrwwW.*al "t incoK*.

4. -MM01aadSlnt
he posuibiltty of usig tubella for dramn is -*ntwmd in the

report (sf eepecially A kuex 4, page 5). The cost Ier fedaua Ise -wparaba
wIth tile drainagp, but operting costs are higer. It we conidrd that,
in the pre nt state of knovledge of the 4olla of the selta, tubimnlls are not
a practicAl altineativv to tile drainage, * ia has prmmn effective on a lsarg
Deftle.
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Mr. U. K. Ghoshal March 23, 1970

Jack L. Upper

UAR Presentation of Nile Delta Drai *e Project

The following staff members will be in attendance at
the Board Meeting on March 24:

Mr. Upper, Area Department (Division Chief)

Mr. Karaosmanoglu, Area Department (Economist)

Mr. Haynes, Agricultural Projects Departaent
(Division Chief)

Mr. Bolt, Agricultural Projects Department
(Irrigation and Drainage Engineer)

Mr. Sella, Legal Department

The oral presentation will be made by Mr. Upper and
will review considerations which led the Association to prepare
and now to propose this credit.

Attached is a copy of the suggested opening remarks
of Mr. MaNamara

Attachment

cc: Mr. Hartwich

JLUpper: orp



Ar. Rnbert S. ~icamra arh 20, 1970

M. Shoaib

IDA Credit to 4.al

In continuation of )y eeoraudu of ?Aarch 19, T have had
the followinu further information fro Directors

(kislgiu) atr. van Cafipenhout has not yet completed his stuy of the
project. A. apparently has not received any instruction,
from his Government against the project. ile has promised
to let me now by Londay morning what his views are.

(Germany) Ar. hanemann has since received instructions, and he will
have no difficulty in supporting the project.

(franace) 1.r. Carriere said "e would certainly support the project
and will speak in favor of it if there is any objection
to it.

(Japan) -r. uzauki said he will vote for the project.

( . v and Australia) 'lars. itchell and Stone aave not recsived
any instructions so far and unless they receive instructions
to the contrary, they will be voting for the project. Each
of them promised to let me kaow in the evant there ave any
specific instructionas.

cc: Hr. Aldevereld
Hr. Hendel,'
Hr. Cope
hr. E21 Emary
Hr. iiartwich



Mr. kiobert S. ic-aiara March 19, 1970

M. Shosib

iA redit to t.A.R

On March 18 I contacted (personally or by phone) the following
memhers of the hoard with results indicated;-

(Italy) Mr. !-.ota said that ite will vote for the project as, on the whole,
he finds nothing to object to.

(india) In the absence of Mr. Jagannathaan, I poke to Mr. Shroff who said
that India is in favor of the project and that if he is occupying
the Indian Chair, he will speak up in support. In the event ir.
Jagannathan is back, Ir. Shroff will try to persuade Mr. Jagaunathan
to speak up.

(holland) IW the absence of "Ir. Lieftinck, 1 spoke to Kr. Ceric, who said he
will support the project.

(The Scandanavian.) Mr. iarlssoa said that he will not say anything for or
against but if ther. is a vote, he will vote for the project.

(Canaa4) Mr. &aid said that he is very much for the project and since he
himself will be absent on the 24th, he will try and get his Alternate
to speak up in support of the project.

(Latin Americans) Messrs. kiachado, Garam and Alviar (in the absence of Mr.
.arco) will all be in support of the project and will, if necessary,

intervene to diLtinuish the political aspects from the economic
desirability of the project.

(Germany) ar. danemana has had no instruction yet from 3onn and is expecting
something in tihe next day or two. lie, however, satd that when the
project was up for consideration by the board on tae previous occasion,
his predecessor'. instructions were to vote for the project. he was
unwilling to anticipate what his instructions will be although he
thought he would get instructions in favor of tne prject.

(U.S.A.) Mr. 6ice said that a good deal would depand on whether the Sacretary
of State signea tve telegram that had been put up to him accepting the
U.A.R. offer. (Since then he has told me that the Secretary had signed
tile telegram).

1r. -ice said the U. . authorities might like to have a reconfirmation
from the U.A.R. after the acceptance by the U.S.A. but that if no such
reconfirmation had arrived by Tuesday Norning, he did not foresee any
difficulty in regard to the project and would, therefore, not be opposing
it even then.



I lhave appointssrts Ath Neear, Aiftchali and Stofkw ior Friday, t
2Oth, and will alao ce .p.aking to the Frenca Alternate JIrector (the Exeeutive
dIrector Deig abwet) 4uring the courge of tae week.

?lr, Va Caupuihout will let me dov hi. views Goo-,, aa4 I Stall he
in touch with -r. -. isuki later,

t air. Aldewereld
?r. na rele
~r. (up.

r . il mary

Mr. Mrtw-4



INTE'RNATIONA I DE'VELOPMENT ASSOCIATION

DECLAY L

Date:
CONFIDENTIAL

IDA/SecM70-29

FIOM: The Secretary March 13, 1970

UNITED ARAB REPUBLIC: Nile Delta Drainage Project

1. The President's Report and Recommendation (P-573) or a proposed
development credit to the United Arab Republic for the Nile Delta
Drainage project will be considered at a meeting of the Executive
Directors to be held on Tuesday, March 24, 1970 at 10:00 a.m. in the
Board Room.

2. The documents in this matter have been distributed as follows:

(a) President's Report and Recommendation, and attached
appraisal report, IDA/R69-66, on November 6, 1969;

(b) Legal documents, IDA/R69-66-L, on November 7, 1969; and

(c) Report entitled "Current Economic Position and Prospects
of the United Arab Republic" (R69-181 on August 27,
1969).

Distribution:

Executive Directors and Alternates
President
President's Council
&ecutive Vice President, IFC
Vice President, IFC
Department Heads, Bank and IFC



Fi'lo ?.bruary 20, 70

Saad A aiahawy

U.A.R. - Nile D Ta Drainage l'rojeot

In a nows item in A* Ahrm, the sei-oftieial daily newpaper
in Egypt, in its iwaue of February 2, 1 70, it was montionad that
Mr. El Kholy, iho participated in the negotiations of the above-
-urntioned project, was a candidate for appointimnt as (bairan of
the Nile Dolta Authority for Tile Drainage Prjoj.ts.

cc: Meszrs. Sefa/Krishna
Hartwich/Apper

s~at/le



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: February 9, 1970

FROM: Jack L. Upp

SUBJECT: UAR - Nile D ta Drainage Project - Inquiry from Mr. Erik L.
Ka sson, Executive Director

Mr. Karlsson spoke to me by telephone today to inquire

about the status of the Nile Delta Drainage Project. He noted

that the President's Report and Appraisal Report had been dis-

tributed to the Executive Directors on November 18 and that

Mr. McNamara had withdrawn the project from the agenda on the
grounds that debt rescheduling discussions between the UAR and
the US had not been entirely resolved. Mr. Karlsson said a
Swedish automobile company was inquiring about the possible

supply of vehicles for the project.

I told Mr. Karlsson that there had been some develop-
ments in these debt rescheduling discussions but that the matter
had not been resolved, and that I did not kno' when the project
would be put on the agenda.

cc: Messrs. Benjenk/Hartwich

JLUpper:orp



SAUDI ARABIAN AIRLINES
Cable :SAUDAIR

JEDDAH - SAUDI ARABIA

880 Third Avenue
New York, N. Y. 10022

February 2, 1970

The World Bank
20 Exchange Place
New York, N. Y.

Dear Sir:

It has been brought to my attention by our central office in
Jeddah, Saudi Arabia, that the World Bank will finance a project
in Egypt which includes construction of a drainage system. I
would appreciate it if you would let me know to whom the contract
was awarded so we may offer our services to the contractor(s).

Thank you for your cooperation.

Sincerely yours,

AM/ar A. Muhalhal
SDI District Manager New York



ICATIONS
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EMBASSY OF XmE INDIA
UNITED ARAB REPUBLIC Interests Section

COMMERCIAL OFFICE
2215 WYOMING AVENUE. N. W.

WASHINGTON. D C. 20008

December 18, 1969

Mr. Attila Karaosmanoglu
European,Middle East and North Africa Desk
I.B.R.D.
1818 H Street, N.W.
Washington, D.C.

Dear Mr. Karaosmanoglu:

re: Official Gazette No. 39

Further to our recent conversation please
find attached hereto an Arabic copy of our official Gazette
No. 39 of September 25, 1969, in which the decree establishing
the Public Authority for Drainage in the Nile Delta was
published.

May I take this opportunity to convey to
you "Seasons Greetings".

Sincerely yours,

Nehad Seif Eldin
Commercial Counselor

Enclosure:



DECLr1 SIFIL

Memorendum for the leord Date: io(s C 101oW3b51 th 190

liohasl L. Lejeuns CONTIDIWUAn

UAR . Post onement of Board Acti on 1DA Credit

1. Mr. Carriers, the Alternate Executive Director for France, come to see

me late on Thursday, November 20, to Inquire why at the Board Meeting On

Tuesday, November 18, the Chairman had postpoed consideration 
of the pro-

posed IDA credit for the Nile Delta Draine Projects He said be had reported

the postponatent to tbe Finanae Ministry in Paris, but be did not expect any

questions from them. On the other hand, this is a matter in which the Foreign

Office would be concerned, and in expectation 
of questions fr the Qusi a" Or""'

be wanted some background.

2. 1 told him that the reason for the postponement va 
exactly as riven by

Mr. McNanara at the Board Meeting. As backgrounde. I recounted the history of

the Bank's endeavors to get started in actively assisting economic develoPient

In the UAR. I mentioned my visit in Novembr 1961 (at a time when the UA1r was

in default to a number of creditor countries and to the 
In) and Mr. kcIsmrals

visit in July of 1968. I covered briefly the steps taken by the Bank in pre-

paring and appraising suitable projects and negotiating thee IA credit for the

Drainage Project while at the same time urging the A to settle with its reda

tors. We had now got to the point where only a settlement with the U.S. was

outstanding. ge asked about the status of negotiations between the UvS. and the

UAR. I told him that while we were fairly all informed about this, the Bank

had not taken part in the negotiations but had merely urged both sides to proe

forward with them. He inquired which side at present held the Initiative. I

told him our understanding of the position ws that high level negotiators for'

both sides had reached agreement ad reftrentu on a "Minute of Underytandi

in mid-Beptomber, and that at the close of the Annual Meeting the xmt ian

Finance Minister had then made a new proposal to which the Us. hadC tow nad a

eounterofer which was under eonsideration in Cairo.

3. Mr. Carriere said he understood that the U.S. offer had been made only a

ahort tine agO. Since the UMI bad not bad much time to respond,, he wondered

whether the Bagk could not have taken the position that "the ball was still in

pley" and have loft the proposed IDA credit on the agenda. I replied that the

amount at isse was wery large. Moreover, throughout the period the UAR bad

beennegotiatiset s with Its reditors, it bad kept the Bank closely

iemed of progress but we had hoard nothing whatever from Cairo since the

dispatch of the U.. offer. ot knowing the UAR attit.e to te u.S. offer.

Wb Klmrs hd decided to $Ivo e Rmr ie

4. finally Mr. Carriers asked *ethe the DNA b a U" eftieiallT by

the V*5. tU take the UAYA Itee off the sn"A .t "Ad Lesid to do so OR its ewas

I said it vas the .att

Xr. Xnapp
Mr. Cope
Mr. breebe

ML2,iaeb
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Xerorandum for the Pzccord Yovember 20, 1369

Yaurice ?. Part

Yeet-lr~ viti) Yi17 ndai T--A':) eil-- "et r

1. I. r. Atc'i, <inistcr of Finircs snd Oil, Ir. Al ITa'mad,
rdrector Cnerl of tb- Kcu3it Fund nd ?M. Abu IOu'ud, called on
Mr. MNc>'mra on 0Ctober 2, 1949, nt th' Sharaton Park hotel.

- 1Yr. Shoaib, :ir. aCgur and !-r. Ba-rt we prejont.

2. Mr. !c.r>a welcomed the Kuwaiti deleatcs and opcnad the
discu!sion by rstn'ir that the - hd 3t<rted iark on Yecnn,

1ere a joint Fn : -- ju-7it Diri.d r=an,!nCa Vis31on vould
naoc4 C:ortly, cl on the CiaI tatea acro a i s: aurvwy Liaion

vs scnThilel for C -'..2r; ho 1-_a- thcnt Kutnit hl-,d a speclal
interct in bth w 1. '. At :i e 7nrcncl the hope that both

Kuwit And t: - _ r :.: in 7L. -n Ospit the
political d% rio>. C r mo.:s i cb . ' K a thoKt IIuId
give p crre to Ky it i:&rethat t 1 1' octed to ircore
its )3 -r in tW h > rld in t c :. i: year by Circe

3. One p i'tl*-r p r oct to v Ich h _- wan'd to dri the
attenton~ of :Yu-KiL e of te ~kurIt :nd a thc: ?hd p::'oct

Ifl r>2e pol2.'-'ie 2 : N:di '2. f t o reuno hepoat

3AP3 to CdO ote r Oa ofC'piTshXLT jo1rs in this ecfo;. IH
suLg s '-id t pa te d gtion uch2l g t in touch w:ith Er. 7 3 emy

firei2 if the Fed p.rk ceedcd wit the projet. Ni'. A]. TK2:d
caid t>a th .**ai Fun wa defnie inkre&ted In Vh Iba
i~ch offred 71le ty of rcc.m for everybody as ;wIll as tir 3 to

coin in the iin:> of ons o~f the zuccecsivo das HE vould
paiticaIsrly ikAc to be kept azbreat oX' arg cvolu ton in tho Pank's
relatione with Th.h

.. ir. iM&'~e a said that tA e 3'ari' wa orkng bard twads
negtiai r ;m lcXirs to th> Esatr iha riainpoet

JHo:r, it a- -, u- ary cha t e T:, 'Jicb had alrceady gorxe a

the remi r; one. jfth U22. seKid thc.m, tU3 ?:da would go to
the C2rd in 2 f7 e-:h wiTh t>e iLr:iLt3n -roj:.ct an2 ie hopcd
that lezd-iafo r:ilhays v-ud fo1?c:. Es h2p:d that, if the

with the :ut con ied an ii 'h Erk wa V2a to be acin in

... /



- -2-

tho UAi, rm oor Of cinital crjuld be intercct4 d. E ac&!do thiat
the Bkls r:c &'lr (f in the UAR iould be corsidzred a big -t p
fo rrd ten yc "- j: ro ;.

5. Yr. -1t -i id t' t h i vo y C of this e':olution
which L1 of r trte& to l vit c, crnt frog the Kv -iti
1o01, to the U . fra to anrzoo nt, lar'e o

r n:zti r -. m c7:itd :: on ich th3 UC, Ceuld rYot rcpy
ev.n . t3:'.t : l1>vir; the Ua ou'icritc3 at cae for

the tim~ beir; nrA r~ rot pr uIrdg tW.: but v thle ecpectd
t1 t vic:r o'i.d 3:' o~; cl;'. i2 1::;t to Cor'1:9t312> liz. 'C er
on wl:5 h rai in t nr, v :orld 2 rI i n he L:kU in pz'tr Ic>ular.

Mr.~~~ I. Vaa d it: gM osd hc wo 'd uld op-n

he irouid t'L:. to Co a r~uthir3 tothz~J2 t~ 2:. Ir. Ei:ne -.tn5ye
il : t b c r in Ycr-n.

t d bc Th"irnia -e tuc p

)s c xbt it 11 o2 le Corfu ii:ive
Group i "2

f. ~ ~~ , * d or~

th at teila aatesol er a tz-,7C, 3%3 or

C*:C

hco drc: ro tho I A t .n z I t'e udcomd r Uc r sai thoat

-atter zrd to &rt O th3 A2iCanaut 2 .

cr> x d by Mr. llrt Vho, !3VCrth , h23 r-. ccn

MPBart: cmc

-



Mr. L. J. C. Evans November 20, 1969

David W. M. Haynes

UliAR - Nile Delta Drainage Project

Two major issues were raised during the "pre-?resentation"
briefing; the effect of delays in implementation on the rate of re-
turn and the role, if any, of the Aevan High Dam in our project.
Since presentation was delayed, I have been able to assemble more
data on these aspects:

Rate of Return. The project area is divided into 17 drainage areas,
each of which i3 practically independent. Benefits start to accrue
in each area as soon as - and possibly even before - drainage works
are completed. The project is therefore much les3 sensitive to con-
struction delays than, for example, a gravity irrigation scheme in
which no benefits arise until the works are substantially complete.

Pumping stations have to be built in eleven of the drain-
age areas. In general, however, most delays are likely to
be caused by the comparatively unfamiliar tile draining machines or
by shortage of tiles due to inefficient use of the new tile making
machines. Since equipment would be purchased early in the project,
it is not reasonable to assume that any procurement costs could be
deferred to partially offset delays.

I attach a table of rates of return under differ price/yield,
cost and delay assumptions. The figures for the two delays are slightly
lower than those I gave you on November 18 because I have changed some
overhead costs to cover the longer project period.

In view of Mr. Caram's question on ELS cotton prospects,
I have shown the result of a 10% reduction in price of cotton only.

Aswan High Dam. The appraisal report notes that the Aswan High Dam
will permit lowering water levels, especially in the Rosetta Branch
of the Nile. However, much of the area directly affected was ex-
cluded from the project because, with improved natural drainage, tile
drains are not a high priority and may never be needed at all.

The High Dam will not have much affect on cropping patterns
or yields in normal years because the Delta area has always "first
call" on the available Nile Waters. Similarly, there will be no
significant influence on the build up of soil salinity. Presumably,
however, the greater availability of water will permit allocation
of supplies for leaching if this is proved to be desirable.



Memo to Mr. L. J. C. Evans
November 20, 1969
Page No. 2

The major benefit of the High Dam to the project is in
flood control. The dam has been controlling floods since 1965 (which
was a very high flow year).

tMHaynes/cs

Attachment -



UAR - NILE DRAINAGE P30JECT

RAT.M CF RETURN

I. Yield/Price and Costs
Yield or Price as % of
Estimate in Appraisal Report

110% I0 70%
rates of return % - - - -

Costs as % of Ratinate 120% 16-1/2 15 14 10-1/2
100% 19 18 16 13

II. 1LS Cotton Prices-

ELS cotton price reduced by
10%, all other figures as 17%
in appraisal report

III. Shortfall in Construction

Construction consistently
30% below app nasal
report target-- 15-1/2%
Construction period - 8-1/2 years
Full development - 11 years

IV. DelMy in Construction

One year delay in
completing project due
to failure to reach years 3 targets. 15%

1/ Appraisal report price for ELS is 25% less than average of last few years.
/ Appraisal report target is 10% less than expected unit outputs.



FoRM No. 57 INTERNATIONAL DEVE IENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSO ATION RECONSTRUCTION AND DEVELOPMENT 1ECL'A ED

OFFICE MEMORANDLWM 1os1\3o CONFIDENTIAL

TO: Mr. Robert S. McNamara (through DATE: November 14, 1969
Mr. J. Burke K app

FROM: Michael L. Lejeune M

SUBJECT: UAR - Date for Action by the Executive Directors --

1. As of the end of Friday afternoon, the United States had received no

definitive response from the UAR on the U.S. debt settlement qffer. Attached is

a record of various conversations over the last few days.

2. We have analyzed the U.S. offer and, given that it is based on the

general proposition that there should be some net payment from the UAR to

the U.S., we are entirely satisfied it is a reasonable offer made in good

faith. The UAR Interests Section in Washington has not as yet (Friday)

received any word from Cairo, but from information provided by the United

States and from an IMF staff member who has just returned from Cairo, the

position would appear to be that Minister Zaki is disappointed (but probably

not surprised) that the U.S. offer was not more generous, but is nevertheless

probably inclined to accept it. However, relations between the U.S. and

Egypt have hardened recently and Zaki is probably in a weaker position than

he was and may now have real difficulty in getting approval to settle with

the U.S. right away. Politically, it may not be feasible at present for

Egypt to enter into an agreement with the U.S. Thus it is possible but

unlikely that acceptance of the U.S. offer will be received in a form

acceptable to the U.S. before the opening of Tuesday's meeting of the

Executive Directors.

3. It seems likely that the situation with which we shall be faced is

that even if the UAR Government wishes to conclude a settlement, the general

state of relations precludes doing it immediately. If this turns out to be

the situation, it would seem best to postpone action on the credit. The

only justification for going ahead on Tuesday would be that it would be

unreasonable to expect the UAR to settle at present and that,taken all together,

the UAR's other debt settlements and its negotiations so far on the U.S. debt

constitute evidence that it has met the standards of the Bank's policy on debt

settlements. It could be added that in these circumstances it behooves the

Bank to demonstrate its impartiality and independence by going ahead, while

making a settlement with the U.S. a condition of any further lending to the UAR.

The weakness of this, however, is that the U.S. debt is so large that previous

settlements are not a real test of the UAR's intentions; nor is the UAR's

negotiating behavior over the last six weeks very reassuring. Moreover, unless

the U.S. agrees with going ahead (and at worst merely abstains), taking it to

a vote could widen the split in the Board between the Part I and Part II countries.

With or without the (tacit) approval of the U.S., to go ahead in the absence of

a settlement could have repercussions on IDA replenishment which are imponderable.

It would, therefore, be best to postpone at least long enough to canvass the

Directors before bringing the credit up for action. Postponement by the President

rather than at the request of an Executive Director would provide more room and time

for manoeuvre.

c.c. Mr. Knapp, Mr. Cope, Mr. Broches, Mr. Benjenk, Mr. Hartwich

(Dictated but not seen by Mr. Lejeune)



FoRM No. 57 INTERNATIONAL DEVE AENT INTERNATIONAL BANK FOR I INTERNAT L l
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I CORPORATION

Date:

OFFICE MEMORANDUM CONFIDENTIAL

TO: Mr. Robert S. McNamara (through DATE: November 14, 1969
Mr. J. Burke K app)

FROM: Michael L. Lejeune

SUBJECT: UAR - Date for Action by the Executive Directors

1. As of the end of Friday afternoon, the United States had received no
definitive response from the UAR on the U.S. debt settlement qffer. Attached is

a record of various conversations over the last few days.

2. We have analyzed the U.S. offer and, given that it is based on the
general proposition that there should be some net payment from the UAR to

the U.S., we are entirely satisfied it is a reasonable offer made in good

faith. The UAR Interests Section in Washington has not as yet (Friday)
received any word from Cairo, but from information provided by the United

States and from an IMF staff member who has just returned from Cairo, the

position would appear to be that Minister Zaki is disappointed (but probably

not surprised) that the U.S. offer was not more generous, but is nevertheless

probably inclined to accept it. However, relations between the U.S. and

Egypt have hardened recently and Zaki is probably in a weaker position than

he was and may now have real difficulty in getting approval to settle with

the U.S. right away. Politically, it may not be feasible at present for

Egypt to enter into an agreement with the US. Thus it is possible but

unlikely that acceptance of the U.S. offer will be received in a form

acceptable to the U.S. before the opening of Tuesday's meeting of the

Executive Directors.

3. It seems likely that the situation with which we shall be faced is

that even if the UAR Government wishes to conclude a settlement, the general

state of relations precludes doing it immediately. If this turns out to be

the situation, it would seem best to postpone action on the credit. The

only justification for going ahead on Tuesday would be that it would be

unreasonable to expect the UAR to settle at present and that,taken all together,

the UAR's other debt settlements and its negotiations so far on the U.S. debt

constitute evidence that it has met the standards of the Bank's policy on debt

settlements. It could be added that in these circumstances it behooves the

Bank to demonstrate its impartiality and independence by going ahead, while

making a settlement with the U.S. a condition of any further lending to the UAR.

The weakness of this, however, is that the U.S. debt is so large that previous

settlements are not a real test of the UAR's intentions; nor is the UAR's

negotiating behavior over the last six weeks very reassuring. Moreover, unless

the U.S. agrees with going ahead (and at worst merely abstains), taking it to

a vote could widen the split in the Board between the Part I and Part II countries.

With or without the (tacit) approval of the U.S., to go ahead in the absence of -

a settlement could have repercussions on IDA replenishment which are imponderable.

It would, therefore, be best to postpone at least long enough to canvass the

Directors before bringing the credit up for action. Postponement by the President

rather than at the request of an Executive Director would provide more room and time

for manoeuvre.

c.c. Mr. Knapp, Mr. Cope, Mr. Broches, Mr. Benjenk, Mr. Hartwich

(Dictated but not seen by Mr. Lejeune)



Mr. Warren C. Naum 3ovember lk, 1969

D. M. Hayneo

UAa4 - Nile 11elta DrainaZ2 Project. Board Presentation.

n u Nile Delta Drainage Project is scheduled for presentation
to the Board on Noveaber 18th. The presentation will be by Mr. Uartwich
of Area Department. Mr. Haynes vill be in attendance to answer technical
questions.

c.c Messrs. Evan-
Wapenhans

MIans/cs



Mr. U. I. Ghoshal 114merl, 1969

.Aeter h4rtvricb) 4

With reference to our telepho c*nUYrti@n o this morning T should
like to confirm the folloming staff attond nre at the Poard conasdor.tior
of this project, i*ich is presently scheduled 'for ovembar IS:

Presaeat.ioa of Creditz Dieter hrtvich
Ruropo, Middle ast -aad Wrth Africa Deprtm*nt

Available for Project
matters: David Xiynes

Agricultural rojecta Toeprtaent

Available for Econcvic
I' it terv i Atikj K~r-!rimvanlv

,urcpe, 4tddle "st and or Africa partment.

cc to Mesars.: eijeune
Benjenk
Haynes

K-iraommanoglu

D1artwidb rpo
IDA



Fo No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL *BANK FOR INTERNATIONAL FINANCEAssocIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM 6

TO: Files DATE: November 7, 1969

FROM: A. Karaosmanoglu/J. Upper

SUBJECT: U.A.R. - Annual Meeting Discussions with the U.A.R. Delegation

1. A meeting was held on September 29, 1969 with the U.A.R. delega-
tion. Present were:

ror the U.A.R. For the Bank

Mr. H. A. Zaki Messrs. Lejeune
(Minister of Economy) Benj enk

Thompson
Dr. El Sayeh Har twich
(Undersecretary of the Ministry Upper
of Ec ono:ay) Karaosmanoglu

Dr. Hamnmoud (Coimercial
Counsellor in Washington)

Mr. Kalliny (Advisor in the
Ministry of Economy)

2. Subjects discussed were the following:

Delta Draina. Pro t

Minister Zaki expressed his satisfaction with the results of
the credit negotiations but inquired about the policy of the Associa-
tion concerning local procurement and protection of local suppliers.
He also asked about the timing of Board action on the Credit.

Mr. Lejeune explained the Bank? s policy regarding protection
and the procedure involved in bringing the credit for Board action.
He also mentioned the need for a final review of the efforts bein-
made towards the settlement of arrears before the credit could be
submitted to the Board.

Dr. El Sayeh criticized the Bank's attitude towards the em-
ployment of consultants. He thought the Bank 's insistence on the
employmont of a large number of consultants when local talent was
available was unduly increc sing the foreign exchange cost of the
project. He, ho.Tever, excpressed satisfaction on the number ,of
consultants finally agreed upon.
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Minister Zaki also raised the question of the date of
signing and by whom it should be signed. Mr. Lejeune explained
that the date of signing is usually a few days after the Board
decision and added that it was up to the Governments to decide
who would be the signatory. Mr. Lejeune said also that the
press release about the credit is made immediately after the
Board decision. However, he said, if the Government so wishes
it could be delayed until the time of signing.

Railway Credit

Minister Zaki inquired about the possible timing of' the
credit for railroads and said that it would be very convenient
for his government to know the exact timing of the project before
the time the budget is to be given to the Parliament (April 1).
He also asked the possible amount of credit for the railroad and
whether any additional information was required.

Mr. Hartwich said that the negotiations were tentatively
scheduled for January. Before that, however, there was a need
for an updating visit in late October. Mr. Lejeune expressed
the hope that they would know the timing of the operation before
April 1, and said that the railway credit would probably be
between US$ 10-14 million.

Members of the U.A.R. delegation expressed surprise on the
amount mentioned,indicating that they were under the impression
that the amount would be around UES$18 million.

Economic Mission

The U.A.R. delegation was informed about the BankIts intention
to send a small updating mission in November and the normal annual
mission in ilay. They were given a list of questions the updating
mission would address itself to.

The U.A.R. delegation thought that the timing of the missions
was convenient and they expressed their willingness to cooperate
with the economic work in any way they could. Dr. E5 Sayeh promised
to instruct the pecple concerned to prepare the statistical information
required before the arrival of the mission.

Future Fields for Cooperation

Minister Zaki raised a question of the possibility of assisting
the Industrial Bank.
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Mr. Lejeune e:plained the Bank's policy regarding the finan-
cing of the development finance conpanies and stressed the importance
of the autonomy in the management of the entities financed. He
also added that the Bank staff felt that the industrial sector in
the U.A.R. needed reorganization and that the Industrial Development
Bank at present did not have a significant role to play. He stressed
however that, although our answer to his question would not be negative
in principle, it would take time for such a project to get off tha
ground. He asked whether the Government was placi ng higher priority
to this project than the others under consideration.

IMinister Znki said that there was no change in their view
about the priorities previously expressed. But they thought it would
be a good idea to put nore projects into the pipeline.

Mr. Lejeune suggested that they prepare a dossier of projects.

As a final point Dr. El Sayeh raised the question of an agri-
cultural credit project, saying that the idea of a project in this
field was supported by the FAO.

Messrs. Lejeune and Hartvich indicated the difficultios involved
in such a project, but discussion on the subject was not conclusive.

AKaraosmanoglu/p-



Form No. 27
(6-69)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:DR EL SAYEH DATE: NOVEMBER 7, 1969
UNDERSECRETARY FOR ECONCKY
MINISTRY OF ECONCIY AND FOREIGN TRADE CLASS OF
CAIRO SERVICE: LT

COUNTRY:UNITED ARAB REPUBLIC

TEXT:
Cable No.:

RE DELTA DRAINAGE PROJECT PRIKO LETTER ON CONSULTANTS STOP YOU WILL RECALL

THAT AT REQUEST YOUR DELEGATION FORM OF LETTER WAS CHANGED TO BE ADDRESSED BY

ASSOCIATION TO GOVERNMENT STOP WE BELIEVE THIS MAKES FOLLOWING MINOR CHANGES

IN TEXT NECESSARY TO CLARIFY THAT UNDERTAKINGS ARE THOSE OF BORROWER COLON

ALPHA FIRST PARAGRAPH THIRD LINE REPLACE QUOTE CONFIRM UNQUOTE BY QUOTE RECORD

OUR MUTUAL UNDERSTANDING UNQUOTE STOP BETA PARAGRAPH TWO FJET LINE DELETE

QUOTE WE ESTIATE THAT UNQUOTE GAMMA PARAGRAPH THREE FIRST LINE DELETE QUOTE

WE WISH TO CONFIRM OUR AGREEMENT UNQUOTE AND SUBSTITUTE QUOTE AGREE UNQUOTE

STOP PLEASE CABLE YOUR AGREEMENT WITH CHANGES SOONEST SECUNDO PLEASE ADVISE

WHEN WE CAN EXPECT TO RECEIVE EXTERNAL DEBT INFORMATION AND OFFICIAL GAZETTE

WITH DECREE ON NILE DELTA DRAINAGE AUTHORITY ABOUT WHICH INTERESTS SECTION

CABLED YOU ALREADY TERTIO PLEASE ADVISE ON QUESTION OF AUTHORIZATION TO SIGN

CREDIT AGREEMENT AND SUPPLEMENTAL CREDIT DOCUMENTS ON BEHALF OF UAR REGARDS

HARTWICH
INDEVAS

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

cleared with and cc: Mr. E. FishawyNAME Dieter Har h cc: Mr. Seif Eldin
Mr. Haynes/ Mr. Bolt

DEPT. EER

;GA;F DHartwich/emt
SGAUE (SIGNATURE F NV LAUTHO .IZED To APPROVE)

For Use By Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:



.... .. .... ...-.-.-. ...

- 1 ..Tr . --

- .y -- --



CONFIDENTIAL

DECLASSIFIED
Da For considerationDate: / -JCI on November 18, 1969

FRO: he SecrIDA/R69-66
FROM: The Secretary November 6, 1969

UNITED ARAB REPUBLIC: Nile Delta Drainage
Project

1. Attached is the President's Report and Recommendation (P-753) on aProposed development credit to the United Arab Republic for the Nile DeltaDrainage project.

2. Attached to the President's Report and Recommendation is a reportentitled "Nile Delta Drainage Project - United Arab Republic" (PA-12a).

3. A report entitled "Current Economic Position and Prospects of theUnited Arab Republic" (EMA-10a) was distributed to the ExecutiveDirectors on August 27, 1969 (R69-181).

4. A draft Development Credit Agreement, the Recommendation of theStatutory Committee and the text of a draft Resolution are being distributedas report IDA/R69-66-L.

5. Questions on these documents should be referred to Mr. Hartwich(extension 3571).

Diotribution:

Executive Directors and Alternates
President
President's Council
Executive Vice President, IFC
Vice President, IFC
Department Heads, Bank and IFC



Mr. Andr Gentt October 2t, l

Jsck L. Upper

UAR - NIjl DrPn! e project

You asked me yesterday if I had any conts or v ge tion! on how the
procesing of the Nile Delta Drainage Project might have been speeded.up by
(a) better co-ordination and cooinication between the Bank and the country,
or (b) better co-ordination between departments of the Bank, including a
better understanding by all concerned as to 'uho makes what decisions.

I must preface any comments by saying that I think this i a most
unsuitable project to be used as a procedural case study because of the
many extraneous eleuents which affected ito progress. Added to that is
the fact that this was the first loan or credit to the UAR since 1950,
and the UAR in effect was a new borrower.

The only aspect which might have facilitated negotiations if it had
been comumicated to the borrower beforehand was the fact that the Bank
,enerally means a firm of consultants when it refers to the amloyment
of consultants by the borrower. The Guidelines on the use of consultants
are somewhat ambiguous on this point and it did not occur to us to make
this explicit beforehand. Discussion of this issue took a lot of time
during negotiations.

As to better co-ordination between departments, appraisal and
negotiation of the project was made difficult from the standpoint of
this department by the lack of continuity of supervision of the project
within the Agricultural Projects Department, a situation of ich I
think pou are aware. Perhaps I am so accustmed to the interdepartmenal
relationships of the Bank that I am not iswdiately perceptive of how a
better co-ordination would have greatly facilitated consideration of the
project.

I regret that this is dictated in haste but I do not have more time
to reflect on the subject before giving you my notes.

JUpper/eat

cc: Mr. Hartwich



DECLASSIFIED

Date.
E C IVE Date: )r For considerat oi
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MEETNG
IDA/R69-66-L

FROM: The Secretary November 7, 1969

UNITED ARAB REPUBLIC: Nile Delta
Drainage Project

In connection with the President's Report and Recommendation

(IDA/R69-66) on a proposed development credit to the United Arab Republic

for the Nile Delta Drainage project, one copy of each of the following

legal documents is attached:

1. Draft Development Credit Agreement

2. Statutory Committee Recommendation

3. Text of draft Resolution

Distribution:

Executive Directors and Alternates
President
President's Council
Executive Vice President, IFC
Vice President, IFC
P2enartment Heads, Bank and IFC
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Legal Department
October 3, 1569

CREDIT NUMBER UAR

DEVELOPMET CREDIT AGREFNENT

(Nile Delta Drainage Project)

between

UNITED ARAB REPUBLIC

and

INTERNATIONAL DEVELOPMENT ASSOCIATION

Dated ,1969



DEVELOPvEAT CREDIT AGREEKENT

AGREEMENT, dated , 1969 between UNITED

ARAB REPUBLIC (hereinafter called the Borrower) and ITERNATIONAL

DEVELOPMENT ASSOCIATION (hereinafter called the Association).
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kRTICLE I

General Conditions; Definitions

Section 1.01. The parties to this Agreement accept all the

provisions of the General Conditions Applicable to Development Credit

Agreements of the Association dated January 31, 1963, with the same

force and effect as if they were fully set forth herein (said General

Conditions Applicable to Development Credit Agreements of the

Association being hereinafter called the General Conditions).

Section 1.02. Wherever used in this Agreement, unless the

context otherwise requires, the several terms defined in the General

Conditions have the respective meanings therein set forth and the term "Drain-

age Project Authority" means the Nile Delta Authoritj for Tile Drainage

Projects under tho supervision of the Minister of Irrigation of the

Borro,,er entrusted JTith the implementation of the Project and organized

pursuant to Decree of the President of the Borrower No. 1783 /1969.
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ARTICLE II

The Credit

Section 2.01. The Association agrees to lend to the Borrower,

on the terms and conditions in this Development Credit Igreement set

forth or referred to, an amount i: various currencies equivalent to

twenty-six million dollars ($26,000,OCO).

Section 2.02. (a) The Association shall open a Credit Ac-

count on its books in the name of the Borrower and shall credit to

such Account the amount of the Credit.

(b) The amount of the Credit may be withdrawn from the Credit

Account as provided in, and subject to the rights of cancellation and

suspension set forth in, this Development Credit Agreement and in

accordance with the allocation of the proceeds of the Credit set

forth in Schedule 1 to this Agreement, as such allocation shall be

modified from time to time pursuant to the provisions of such Schedule

or by further agreement between the Borrower and the Association.

Section 2.03. The Borrower shall be entitled to withdraw from

the Credit Account in respect of the reasonable cost of goods or

services required for the Project and to be financed under this

Development Credit Agreement:

(i) such amounts as shall have been paid (or, if the Association

shall so agree, shall be required to meet payments to be made)

for goods or services included in Categories I to VII (a) of

the allocation of the proceeds of the Credit referred to in

Section 2.02 of this Agreement;



(ii) the equivalent of sixty-five per cent (65") of the invoiced price

of such goods included in Category VII (b) of said allocation

of the proceeds of the Credit as shall have been manufactured in

the territories of the Borrower from imported components or raw

materials, which percentage represents the estimated foreign

exchange component of the cost of such goods;

provided, however, that if there shall be an increase in the estimate

of such payments for goods or services included in any of Category VII (b),

the Association may by notice to the Borrower adjust the stated percentage

applicable to such Category as required in order that withdrawals of the

amount of the Credit then allocated to such Category and not withdrawn

may continue pro rata with the payments remaining to be made for

goods or services included in such Category.

Section 2.04. No withdrawals from the Credit Account shall be

made under Categories I to VII (a) of the allocation of the pro-

ceeds of the Credit referred to in Section 2.02 of this Agreement

on account of payments in the currency of the Borrower, or for

goods produced in, or services supplied from, the territories of

the Borrower.

Section 2.05. The currency of the United States of America

is hereby specified for the purposes of Section 4.02 of the General

Conditions.



Section 2.06. The Borrower shall pay to the Association a

service charge at the rate of three-fourths of one per cent (3/h of 1%)

per annum on the principal amount of the Credit withdrawn and out-

standing from time to time.

Section 2.07. Service charges shall be payable semi-annually

on May 1 and November 1 in each year.

Section 2.08. The Borrower shall repay the principal amount

of the Credit withdrawn from the Credit Account in semi-annual

installments payable on each Hay 1 and November 1 com-

mencing I'lovember 1, 1'79 and ending Nay 1, 2012, each

installment to and including the installment payable on i4ay 1, 1989

to be one-half of one per cent (1/2 of 1%) of such principal amount,

and each installment thereafter to be one and one-half per cent

(1-1/2%) of such principal amount.



AITICLE III

Use of Proceeds of the Credit

Section 3.01. The Borrower shall apply the proceeds of the

Credit in accordance with the provisions of this Development Credit

Agreement to expenditures on the Project, described in Schedule 2 to

this Agreement.

Section 3.02. Except as the Association shall otherwise agree,

(i) the goods and services to be financed out of the proceeds of

the Credit shall be procured on the basis of international competitive

bidding in accordance with the Guidelines for Procurement under

World Bank Loans and IDA Credits, published by the Bank in August

196(9, and in accordance with such other procedures supplementary

thereto as are set forth in Schedule 3 to this agreement or as shall

be agreed between the Borrower and the Association, (ii) contracts

for the procurement of such goods and services shall be subject to the

prior approval of the Association, and (iii) construction equipment

financed out of the proceeds of the Credit shaPl be ma.e availpble

to the corractors eimploycd for tho Proijoct on terms and conditions

approve6 the issociation.

Section 3.'3. Except as the Association may otherwise agree,

the Borrower shall cause all goods and services financed out of the

proceeds of the Credit to be imported promptly as required, used ex-

clu.sively in carrying out the Project and, vhen no longer required for

the Project, in carryinp rut similar works.
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ARTICLE IV

Particular Covenants

Section h.01. (a) The Borrower shall, through the Drainage Project

Authority, carry out the Project with due diligence and efficiency and

in conformity with sound agricultural, engineering, and financial practices,

under the supervision of competent management.

(b) To that end, the Borrower shall grant the Drainage Project

Authority direct authority and control over the execution of the Project,

and shall at all times make available, promptly as needed, all funds,

facilities, staff and other resources which shall be required for the

Project.

Section 4.02. (a) The Borrower shall employ qualified and experienced

consultants acceptable to the Association, upon terms and conditions and

under terms of reference approved by the Association, to advise and

assist the Drainage Project Authority in carrying out the Project.

(b) In the carrying out of the Project, the Borrower shall employ

qualified and experienced contractors upon terms and conditions agreed upon

by the Borrower and the Association.

(c) Upon request from time to time by the Association, the Borrower

shall promptly furnish to the Association the plans, specifications and

work and procurement schedules for the Project and any material modifica-

tions subsequently made therein, in such detail as the Association shall

request.
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Section 4.03. E1ccept as the Borrower and the Association shall

otherwise agree, the Borrower undertakes to insure the goods to be

financed out of the proceeds of the Credit against marine, transit and

other hazards incident to acquisition, transportation and delivery there-

of to the place of use or installation and for such insurance any in-

demnity shall be payable in a currency freely usable by the Borrower

to replace or repair such goods.

Section 4.04. (a) The Borrower shall maintain separate

records and accounts adequate to identify the goods and services

financed out of the proceeds of the Credit, to disclose the use there-

of in the Project, to record the progress of the Project (including

the cost thereof) and to reflect in accordance with consistently

maintained sound accounting practices the operations, budgetary al-

locations and expenditures of the Drainage Project Authority with respect to

the Project; and shall enable the Association's representatives to

inspect the Project, the goods, and any relevant records, accounts

and documents.

(b) The Borrower and the Association shall cooperate fully to

ensure that the purposes of the Credit will be accomplished. To that

end, the Borrower and the Association shall from time to time, at the

request of either party, exchange views through their representatives

with regard to the performance by the Borrower of its obligations under

the Credit Agreement, the administration, operations, budgetary al-

locations and expenditures of the Drainage Project uthority and,-dth respect

to the Project, of all other agencies of the Borrower responsible for



the carrying out and operation of the Project or any part thereof.

(c) The Borrower shall furnish or cause to be furnished to the

Association all such information as the Association shall reasonably

request concerning the expenditure of the proceeds of the Credit, the

goods financed out of such proceeds, the Project, and the administra-

tion, operations, budgetary allocations and expenditures of the Drainage

Project Authority, and, with respect to the Project, of all other

agencies of the Borrower responsible for the carrying out and operation

of the Project or any part thereof.

(d) The Borrower shall promptly inform the Association of any

condition which interferes with, or threatens to interfere with, the

accomplishment of the purposes of the Credit, the maintenance of the

service thereof or the performance by the Borrower of its obligations

under this Development Credit Agreement. Such information shall in-

clude information with respect to financial and economic conditions in

the territories of the Borrower and the international balance of

payments position of the Borrower.

Section 4.05. The Borrower shall cause the records and accounts

of the Drainage Project Authority to be audited at least once a year

by a competent and independent auditor and in

accordance with procedures satisfactory to the Association

and an audit report thereon to be furnished to the

Association each year within six months after the end of the preceding

fiscal year.
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Section 4.06. (a) The Borrower shall cause all works,

facilities and equipment related to the Project to be adequately

maintained and from time to time shall cause all necessary renewals

and repairs thereof to be made in accordance with sound agricultural

and engineering practices.

(b) The Borrower shall establish and maintain adequate facilities

as shall be agreed between the Borrower and the Association for the

purpose of monitoring the effects of the drainage system included in

the Project on soil conditions and crop production in the area of the

Project.

(c) The Borrower shall cause the electric power supply required

for the operation of the drainage pump stations included in the

Project to be made available as each such station shall become ready

for operation.

Section 4.07. The Borrower shall make suitable arrangements to

ensure the recovery from users of irrigated land drained by the works

included in the Project, by way of chargesof(a) the maintenance

costs of field tile drainage in the area of the Project, and (b) over

a period of twenty years, the capital invested in field tile drainage

in the area of the Project without interest.

Section 4.08. The Borrower shall make adequate arrangements to

ensure that all technical and administrative staff and equipment

operators trained under training programs included in the Project shall

be required to serve the Drainage Project Authority or contractors employed
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for the Project in the field for which they were trained, for a

period of at least two years after completion of such training.

Section 4.09. The Borrower undertakes that, until the Project

shall have been completed, the Drainage Project Authority shall

not undertake or execute any work other than that included in the

Project, unless the Borrower shall have first satisfied the

Association that the execution of such other work shall not adversely

affect the prompt and efficient completion of the Project.

Section 4.10. The principal of, and service charges on, the

Credit shall be paid without deduction for, and free from, any taxes,

and free from all restrictions, imposed under the laws of the Borrower

or laws in effect in its territories.

Section 4.11. This Development Credit Agreement shall be free

from any taxes that shall be imposed under the laws of the Borrower

or laws in effect in its territories on or in connection with the

execution, issue, delivery or registration thereof.
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ARTICLE V

Remedies of the Association

Section 5.01. If any event specified in Section 7.01 of the

General Conditions or in Section 5.02 of this Agreement shall occur

and shall continue for the period, if any, therein set forth, then at

any subsequent time during the continuance thereof, the Association,

at its option, may by notice to the Borrower declare the principal

of the Credit then outstanding to be due and payable immediately

together with the service charges thereon and upon any such declara-

tion such principal, together with such charges, shall become due and

payable immediately, anything in this Development Credit Agreement to

the contrary notwithstanding.

Section 5.02. For the purposes of Section 7.01 of the

General Conditions, the following additional event is specified,

namely:

The organization, responsibilities or functions of the Drainage Project

Authority shall, before the completion of the Project, have been

modified in such a manner as to affect adversely the

efficient execution of the Project in accordance with the provisions

of the Development Credit Agreement.
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ARTICLE VI

Fffective Date; Termination

Section 6.01. The following event is specified as an addi-

tional condition to the effectiveness of this Development Credit

Agreement within the meaning of Section 10.01 (b) of the General Conditions$

namely, that the Borrower shall have employed consultants in

accordance with the provisions of Section 4.02 (a) of this Agreement.

Section 6.02. The date of * is hereby

specified for the purposes of Section 10.04 of the General Conditions.

Section 6.03. The obligations of the Borrower under

paragraphs (a), (b) and (c) of Section 4.0)4, Section 4.05 and

paragraph (a) of Section 4.06 of this Agreement shall terminate on

the date on which this Development Credit Agreement shall

terminate or on a date 25 years after the date of this Development

Credit Agreement, whichever shall be the earlier.

* Ninety days from date of signing the Agreement
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ARTICLE VII

Miscellaneous

Section 7.01. The Closing Date shall be December 31, 1976

or such other date as shall be agreed between the Borrower and the

Association.

Section 7.02. The hinister of Economy and Foreign Trade of the Bor-

rower is designated as representative of the Borrower for the purposes of

Section 9.03 of the General Conditions.

Section 7.03. The following addresses are specified for the

purposes of Section 9.01 of the General Conditions:

For the Borrower:

Ministry of Economy and Foreign Trade
Lazoughly
Cairo, United Arab Republic

Alternative address for cables:

Ecotrade
Cairo

For the Association:

International Development Association
1818 H Street, N.W.
'Tashington, D.C. 2033
United States of America

Alternative address for cables:

Indevas
.ashington, D.C.

IN WITNESS WHEREF, the parties hereto, acting through their

representatives thereunto duly authorized, have caused this Agreement
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to be signed in their respective names and to be delivered in the

District of Columbia, United States of Amnrica, as of the day and

year first above written.

UNITED ARAB REPUBLIC

By
Authorized Representative

IATERNATIONATL DEVE0FMENT ASSOCIATION

By
President
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SCHEDULE 1

Allocation of Proceeds of Credit

Amounts Expressed in
Category Dollar Equivalent

I. C.i.f. cost of tile drainage construction 10,800,000
equipment

II. C.i.f. cost of main drainage remodeling 2,800,000
equipment

III. C.i.f. cost of pump stations - machinery,
equipment and installation 6,800,000

IV. Training and consultants' services 600,000

V. C.i.f. cost of maintenance equipment 200,000

VI. C.i.f. cost of agriculture extension
equipment and vehicles 100,000

VII. (a) C.i.f. cost of imported, and/or

(b) ex-factory price of locally manufactured 2,600,000

tractors, trucks and motorcycles

VIII. Unallocated 2,100,000
TOTAL 26,000,000

Reallocation Upon Change in Cost Estimates

1. If the estimate of the cost of the items included in any of the Categories I
to VII shall decrease, the amount of the Credit then allocated to, and no
longer required for, such Category will be reallocated by the Association
to Category VIII.

2. If the estimate of the cost of the items included in any of the Categories I
to VII (a) shall increase, an amount equal to the portion, if any, of such
increase to be financed out of the proceeds of the Credit (or, in the case
of Category VII (b) an amount equal to 65/ of such increase) will be allocated
by the Association, at the request of the Borrower, to such Category from
Category VIII, subject, however, to the requirements for contingencies, as
determined by the Association, in respect of the cost of the items in the
other Categories.
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SCHEDULE 2

Description of Project

The Project is designed to provide tile drainage for about 950,000

feddans of irrigated land in the Delta of the File River

and to increase crop production on such land, and includes:

(i) the construction of eleven drainage pump stations iith

related electric power transmission facilities;

(ii) the remodeling of about 1,700 km of main open drains

and their associated structures;

(iii) the installation of field tile drainage in about 950,000

feddans of irrigated land by mechanical equipment;

(iv) the construction and equipment of four divisional

workshops for maintenance and repair of construction

equipment and vehicles, within eighteen months from the

Effective Date;

(v) the acquisition of niobile field workshops adequate for

maintenance and repair of construction equipment and

vehicles, promptly as required by the construction

schedule for the Project in accordance with a procure-

ment schedule approved by the Association;

(vi) the acquisition of tile drain maintenance equipment;

and

(vii) the acquisition of vehicles and farmer training

equipment for the agricultural extension services in

the Project area.

The Project is scheduled to be completed by the middle of 1976.
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SCHEDULE 3

Supplementary Procurement Procedures

1. For all contracts for the construction of complete pump stations

and for the procurement of construction, operation or maintenance equip-

ment totaling $50,000 equivalent or more, the procedure outlined below

will be followed:

(a) If bidders are to be pre-qualified, a description of the pre-

qualification procedure, a list of pre-qualified bidders and

the recommendations and comments of the Drainage Project

Authority will be submitted to the Association for approval.

(b) Before invitations to bid are issued, a copy of such invita-

tions, draft forms of contract, specifications and all other

bidding documents, together with a complete description of the

international advertising procedures to be used, will be sub-

mitted to the Association for approval.

(c) Contracts shall include appropriate clauses for the pro-

vision of (including payment for) a sufficient number of

fully experienced technical personnel to supervise the as-

sembly and maintenance of the equipment in the Project

area and to train the operators of such equipment.

The required number of personnel shall be made available for

field maintenance duties in the Project area on the machinery

and vehicles supplied from the dates of delivery to the

contruction contractors until the completion of their use
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on the Project; or in the case of pump station equipment,

from the start of installation until a six-month training

period for operating staff has been completed after the

commissioning of each installation.

(d) After bids have been received and analyzed and before

a contract is awarded or a letter of intent is issued, a

copy of the analysis of bids together with the recommenda-

tions of the Drainage Project Authority and the proposals for

the award stating the reasons for such proposals will be

submitted to the Association for approval.

(e) If the proposed final contract is to differ substantially

from the terms and conditions contained in the documents

approved by the Association under (b) above, a copy of the

text of the proposed changes will be submitted to the

Association fr r approval before the signature of the contract.

(f) Promptly after the signature of each contract, two conformed

copies thereof will be sent to the Association.

(g) If during the term of a contract there is any change or

addition which is in excess of 10% of the original value

of such contract, a copy of the proposed amendment to the

contract, or variation order thereunder, will be submit-

ted to the Association for its approval.
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2. With respect to each contract involving an amount below $50,000

an analysis of bids received together with two conformed copies of

the contract shall be sent to the Association promptly after execution

of any such contract and prior to the submission to the Association

of the first application for withdrawals, in respect of such contract.

3. With respect to goods included in Category VII of the alloca-

tion of proceeds of the Credit and where bids are submitted by local

manufacturers of tractors, trucks and motorcycles, the following

rules will be observed for the purpose of comparing any such bid to

any competing bid of the foreign manufacturer:

(a) All applicable customs duties and similar taxes shall

first be deducted from the total cost submitted by such foreign

manufacturer;

(b) The portion of such cost representing the c.i.f. landed

price of the goods shall then be increased by 15% thereof or the

actual rate of such duties and taxes, whichever is lower;

(c) The resulting figure plus the portion of such cost repre-

senting inland freight, insurance and other costs of delivery of

the goods to the site of use in the Project, shall be deemed to be

the price of the foreign bid;

(d) The ex-factory price of the goods offered by a competing

local manufacturer plus inland freight, insurance and other costs of

delivery to the site of use in the Project shall be deemed to be

the price of the local manufacturer's bid.
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(e) If the price of the local manufacturer's bid is equal to

or lower than the price of the foreign bid, and other terms and

conditions are satisfactory, then the local manufacturer's bid

will be considered the lowest evaluated bid.

4. Any contract for the procurement of imported equipment,

materials and supplies not exceeding the equivalent of $10,000 is

exempted from international competitive bidding, provided that the

aggregate of all such contracts shall not exceed $100,000 equivalent.



2



RZCOMMENDATION OF STATUTORY COMMITTEE

To: The President, International Development Association

Recommendation of the Committee under Section 1(d) of Article V
of the Articles of Agreement on the proposed Development Credit
(Nile Delta Drainage Project) to United Arab Republic

The undersigned Committee constituted under Section 1(d) of

Article V of the Articles of Agreement of International Development

Association (the Association) hereby submits its recommendation pursuant

to said Section in respect of the proposal that the Association grant

to United Arab Republic a development credit in an amount in various

currencies equivalent to U.S. $26,000,000. The purpose of said develop-

ment credit is to provide tile drainage for about 950,000 feddans of

irrigated land in the delta of the Nile River and to increase crop

production on such land.

1. The Committee has carefully studied the merits of the proposal

to grant such a development credit, and of the purposes to which the

proceeds of the development credit are to be applied.

2. The Committee is of the opinion that the project toward the

financing of which the proceeds of such development credit are to be

applied comes within the purposes of the Association as set forth in

Article I of said Articles of Agreement, and that said project is de-

signed to promote the economic development of United Arab Republic and

is of high developmental priority in the light of the needs of United

Arab Republic.
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3. Accordinglv, the Committee finds that said project merits

financial assistance from the Association, and hereby recommends

said project for such assistance.

COMMITTEE

/s/ J. Burke Knapp

Chairman of the Loan Committee

/s/Abdel Rahman Hammoud

Expert selected by Governor for
United Arab Republic

Is/ M. P. Benjenk

Deputy Director, Europe, Middle East
and North Africa Department

Is/ A. Broches

General Counsel

Is! Warren Baum

Associate Director, Projects

/s! Francis R. Poore

Controller

Dated at Washington, D.C.

October 23, 1969
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INTERNATIONAL DEVELOPMENT ASSOCIATION

(DRAFT)

RESOLUTION No. IDA

Approval of Development Credit to United Arab Republic
(Nile Delta Drainage Project) in an amount equivalent
to U.S. $26,000,000.

RESOLVED:

THAT the Association shall grant a development credit to

United Arab Republic in an amount in various currencies equivalent

to twenty-six million United States dollars (U.S. $26,000,000),

to mature on and prior to May 1, 2019, to bear a service charge

at the rate of three-fourths of one per cent (3/h of 1%) per annum,

and to be upon such other terms and conditions as shall be sub-

stantially in accordance with the terms and conditions .set forth

in the form of Deve lopment Credit Agreement (Nile Delta Drainage

Project) between United Arab Republic and the Association, which

has been presented to this meeting.

Legal Department

, 1969



IXTERNATIONAL DEVELOPMENT ASSOCIATION

DECLASSIFIED

Date: f " I
RESTRICTED

IDA/SecM69,113

FROM: The Secretary November 5, 1969

STATUS OF NEGOTIATIONS

UNITED ARAB REPUBLIC - NIIE DELTA DRAINAGE PROJECT

Negotiations have been substantially completed and credit documents
will be submitted to the Executive Directors for consideration shortly.

The following is a description of the proposed credit:

Borrower: United Arab Republic

Purpose: To finance the foreign exchange cost of
providing tile drainage for about 950,000
feddans (986,000 acres) of irrigated lands
in the delta of the Nile River.

Amount: U.S. $26 million equivalent in various
currencies.

Amortization: In fifty years, including a ten year
period of grace, through semi-annual
installments of one half of one percent
from November 1, 1979 to May 1, 1989
and of one and a half percent from
November 1, 1989 through May 1, 2019.

Service Charge: Three-fourths of one percent (3/ of
1%) per annum on the principal amount
of the Credit withdrawn and outstanding
from time to time.

Distribution:

Executive Directors and Alternates
President
President's Council
Executive Vice-President, IFC
Vice-President, IFC
Department Heads, Bank and IFC



Mr. J. Burke Knapp November 5, 1969

Michael L. Lejeune

Uo.AR, Drainage Credit - Notice to the 3oard

Further to my conversation with you, please find attached the notice
which will be sent out to the Board today advising them that the negotiations
have been completed and that the credit is coming up for Board consideration.

You will notice that I have substituted the words "for consideration
shortly" instead of the more usual "for consideration on a date to be
determined". It seems to me the latter might mislead Directors into thinking
that the Bank was still waiting for some action on the UA/S debt before
circulating the papers.

Attachment

MPBenjenk/fLtejeune:rpo



RECOMMENDATION OF STATUTORY COMMITTEE

To: The President, International Development Association

Recommendation of the Committee under Section 1(d) of Article Vof the Articles of Agreement on the proposed Development Credit
(Nile Delta Drainage Project) to United Arab Republic

The undersigned Committee constituted under Section l(d) of

Article V of the Articles of Agreement of International Development

Association (the Association) hereby submits its recommendation

pursuant to said Section in respect of the proposal that the Associa-

tion grant to United Arab Republic a development credit in an amount

in various currencies equivalent to U.S.$ 26,000,000. The purpose

of said development credit is to provide tile drainage for about

950,000 feddans of irrigated land in the delta of the Nile River and

to increase crop production on such land.

1. The Committee has carefully studied the merits of the pro-

posal to grant such a development credit, and of the purposes to

which the proceeds of the development credit are to be applied.

2. The Committee is of the opinion that the project toward

the financing of which the proceeds of such development credit are

to be applied comes within the purposes of the Association as set

forth in Article I of said Articles of Agreement, and that said

project is designed to promote the economic development of United

Arab Republic and is of high developmental priority in the light of

the needs of United Arab Republic.
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3. Accordingly, the Committee finds that said project merits

financial assistance from the Association, and hereby recommends

said project for such assistance.

COMMITTEE

i-rmad of te Lban nittee

Expert selected by Governor for
United Arab Republic

Deputy Director, Europe, Middle East
and North 4frica Department

General Counsel

Associate Director, Projects

Controll r ~

Dated at Washington, D.C.



5DEIM A LOPMENT INTERNATIONA. BANK FGR INTERNATIONAL FINANCE
RECONSTRJCTION AND DEVELOEN'NT CORPORATION

Date: PId 31 9of o jj:"CNFDETIL" FFICE MEMOR ANDUM
__________~ ~~~~~ OIIC \E\\~R~N~I\1 I',

TO: iemorandum-i for the Record DATE: October 20, 1969

FROM: Dieter Hartwich /-

SUBJECT: UAR - Annual Meeting 1969

1. A meeting with the delegation fromr the United Arab Republic took place
on October 2 at which were present:

For the Dank For UAR

,r. McNamara H.E. Hassan Abbas Zaki, Unister
Mr. Knapp of Economry and Foreian Trade
Mr. Lejeune Dr. El Sayeh, Undersecretary of State
Mr. Denjonk of the Xinistry of Economy and
Mr. Hartwich Foreign Trade

Dr. Ha zmoud, C c-enrcial Counsellor,
UAR Interests Section in Washington.

2. Kinister Zaki expressed satisfaction at the fact that the proposed IDA
credit for the bile Delta Drainage Project had advanced close to the stage
at which it could be presented to the LxecauirVe Directors for consideration.
Mr. McNamara replied that he sharod this vier. He honed that this credit would
mark the beginning of a period in which the bank Group could contribute use ulV
to economic developcnt ifn the UA.

3. inister Zaki went on to say that he had listened with great interest
to Mr. McNa-marals address at the opening session of the Annual Meeting.
He had been particularly impressed by the erphasis which 1r. Mcbanara had
given to the need for progress in agriculture and for riaking serious efforts
to deal with the population problcni. He w A-0od to point out howvc r that in
Egypt, as in many other developing conre., indstry 1as icportan ier
providing employment opportunities. Xr. Mchamara replied that he hod not
intended to minimize the Iportance of bailding up an industry in a rational
manner. What he was concerned about were uneconoaic investments which resulted
often from the fact that indcstry was regarded as a sy ,bol of economic and
even political progress. He also was aware that industry in the developing
countrics recuirejd in the initial stae. cone pretection; but this pronection
should not be a permanent foature and should be reviewed periodically with
the aim of gradually abolishing it.

4. The next points raised by Kr. Zaki related to several current matters
concerning Bank Group activities in the UAR. He said he hoped that the rail-
way improvement project would follow the drainage credit without much dclay.
He had also been glad to learn in a previous meeting with Mr. Lejoune that
the Bank was prepared to assist his country in carrying out a study on the
utilization of bile waters. He himself appreciated the need for the study
but thoaght that it might be useful if the Bank could help to convince other
U.A.R. officials of this. The Minister then informed Mr. M:cNamara about
the present status of the debt settlement discussions with the United States.
He explained that a proposal for debt re-scheduling had been jointly worked
out in recent weeks and that he was now evaluating the impact of this proposal
on the UlAR foreign exchange budget. He felt confident that the United States
and the UAR were close to reaching final agreement.



"COFIDENTIAL"

Memorandum for the Record - 2 - October 20, 1969

5. Minister Zaki said that there hd been a slight decrease recently in

the hostilitios in the Suez Canal "ono anI that in his view these tensions
did not effect the UR economy. Folloviing a question by Mr. Mc7hmara, the

Minister said that thero had been no chango -ith rogard to the grants-in-

aid from other Arab countries to the UAR. These payments had always beun

made on time and in the agreed amounts. He was aware of certain rumors which

doubted that this would continue to be so. However, the contrary would he
the fact and it might well be that the payments would be increased. An
encouraging factor for the UAR economy were the prospects in the oil sector.

Production would reach 25 million tons in 1969 and an annual output of 50
million tons was expected for 1973. Following a further question by
Mr. Mc.amara, Minister Zaki commented briefly on the situation in Libya after

the recent coup d'etat. He thought that a few months were needed until the

internal situation would fully adjust itself. An important question was hew

the political regionalism, which was a crucial factor in Libya, would react

to the new situation.

6. Dr. El Sayeh, after referring to the emphasis given to popultion control

in Mr. MZcamara's address to the Governors, asked how the Bank could help in
this field. Mr. McNamr.ara mentioned briefly the new Population Projects

Department and that we would noa work out a policy in this field. It was

already clear that it would not 'e possible to apply the same model to all

countries. It was also clear that tangible results in reducing the birth

rate could not be achieved wiurhin a few years but that one had to think fI
terms of very long periods. The essential starting point for effective popula-
tion control was that a governaent took the firm decision to devote its at-
tention and resources to this problem. The next most important step was

probably to devise the appropriate form of organization since in order to

achieve success in population control, birth control measures had to reach

millions of people. Minister Zaki said that public and private birth control

programs had been tried in the UAR for some ntme with varying success. Is

Government was now determined to take offective action but, the rer5ourcis and

IxprjrioTC wore linited. Mr. MCNNamarA concludod by Uay]nf thit wo woe! d he

Kljd to oni.dor helping tho UAR in their program if they would roquost our

assistance.

cc to Mr. Mc',mara
Mr. Knapp
Mr. Chadenet
Mr. Lejeune
Mr. Benjenk
Mr. Kanagaratnam



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATI ONAL DEVELOPMENT ASSOCI ATION CONFIDENTIAL

LOAN COMMITTEE F
DECLASSIFITj

Date: o3(r
October 15, 1969

MEMORANDUM TO THE LOAN COMMITTEE

UNITED ARAB REPUBLIC - Nile Delta Drainage Project

Attached for information is a memorandum from the

Director of the Europe, Middle East and North Africa

Department to the Chairman of the Committee, dated

October 13, 1969, transmitting for approval the draft

Report and Recommendation of the President on a proposed

credit for the Nile Delta Drainage Project.

David Pearce
Secretary
Loan Committee

- DISTRIBUTION -

Commi ttee: Copies for Information:

Mr. J. Burke Knapp, Chairman President

Mr. S.R. Cope, Deputy Chairman The Economic Adviser to the President

Mr. S. Aldewereld, Vice President Sir Denis Rickett, Vice President

Directors, Area Departments Mr. M. Shoaib, Vice President

Director, Projects Department Directors, other Departments

General Counsel Special Adviser to the President

Director, Economics Department Executive Vice President (IFC)

Director, Development Services Department Vice President (IFC)

Treasurer



OFFICE MEMORANDUM

TO: Mr. J. Burke Knapp DATE: October 13, 1969

FROM: Michael L. Ijeune

SUBJECT: Credit for Nile Delta Drainage Project

I attach for your approval a copy of the draft Report and Recommenda-
tion of the President on a proposed credit of U.S. $26 million to the
United Arab Republic for the Nile Delta Drainage Project together with a

copy of the revised draft Appraisal Report and the draft Development Credit
Agreement. The date at which these documents will be distributed to the
Executive Directors has still to be determined.

In addition to the Development Credit Agreement, the documentation
will include three supplemental letters and agreed minutes of discussion,
which would be signed at the same time as the Credit Agreement. The sup-
plemental letters on Consultants and on Technical Staff Requirements of
the Drainage Project Authority and the agreed minutes of discussion are
attached, whereas the supplemental letter on External Debt Representation
is essentially routine in nature and therefore not attached. It is not
intended to circulate these letters or the agreed minutes to the Executive
Directors. The letter on Consultants contains agreement to employ a firm
of consultants to provide the necessary services. Discussions on the
principle of employing a firm absorbed much time during the four weeks
of negotiations. Regarding the agreed minutes of discussion, I draw your
attention particularly to the item on Project Management on pages 2 and 3,
where the agreement reached on the principle of consultation on the ap-
pointments of top management is set forth.

A Loan Committee meeting was held on April 28, 1969 to consider the
memorandum of April 23, 1969 from this Department (LC/0/69-50) and the
Appraisal Report (PA-12). The Committee approved the Area Department's
recommendation that representatives of the Government of the U.A.R. be
invited in due course to negotiate a U.S. $26 million credit for the
project on the terms and conditions suggested in the Appraisal Report.

During negotiations a large number of relatively minor changes in
the project were agreed upon. A revised copy of the draft Appraisal Report
is attached. The revision relating to the recovery of project costs (see
paragraphs 5.12 and 5.13 of the appraisal report) was explained in my
memorandum to you dated September 26, which you approved. Other changes
include the following:
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(a) The project phasing was rescheduled to permit a more gradual
build-up in the project implementation rate. This revision, which
was proposed by the U.A.R. delegation, would improve the technical
feasibility of carrying out the project and would have the effect
of increasing the economic return from 16% to 18%.

(b) Egyptian manufacturers of trucks, tractors and motorcycles would

participate in international competitive bidding for these items, the
total cost of which is estimated at $2.6 million, or 10% of the credit,
with a margin of preference in the bid comparisons of 15% or the actual
rate of customs duties, whichever is lower. Disbursements to succeas-
ful domestic bidders for these items under the credit would be at the
rate of 65% of the ex-factory price. This would be slightly below
the average foreign exchange component of domestically procured
vehicles as estimated by the Egyptians (73%), but sufficiently within
the range of probability that it was accepted by the U.A.R. delegation.

An economic report entitled, "Current Economic Position and Prospects
of the United Arab Republic", (EMA 10a dated August 18, 1969) was distri-

buted to the Executive Directors on August 27, 1969.

This memorandum and all the papers mentioned in it have been cleared

with all Departments concerned. The oral presentation would be made by
Mr. Hartwich of my Department who would talk about some general aspects
of this operation, including the U.A.R.'s efforts to improve relationships
with its creditors.

I would appreciate your giving your comments on these papers to
Mr. Hartwich (Ext. 3571) at your convenience.

Attachments

cc to Mr. Cope
Loan Committee (no attachments)



DECLASSIFIED

Date:
"CoNrIDENTIA L"

Mr. J. Burke Knapp October 14, 1969

Michael L. Iajee (sigpd) r 'e! L Lejeune

lIAR - Board Presentation of Rile Delta Drainage Project

1. I sent you yesterday the Board papers on the lIAR Drainage Credit. (nthe question* of the UAR/S debt negotiations, the President's Report as
drafted reflects the position as it is today. It ill have to be adjusted
as the situation evolves.

. I should like to elaborate on a few points concerning the Board presenta-
tion. Firstly, as to the timing of the Executive Directors' meeting. As Ihave already mentioned to you and to Mr. McXAmara it nmv appears it will take
the U.S. authorities at least until the end of the week before they would bein i position to respond to the rescheduling proposal made by the Egyptians
on October 3. The U.S. agencies involved seem prepared to make some moreconcessions, although they will not go all the wiy to meet the latest U.A.R.request, but it will take further work to arrive at an agreed U.S. positionand to have it sanctioned at higher levels. If the U.S. does make a counter-offer by the end of this week and if the Egyptians accept promptly, weshould be able to distribute the papers to the Executive Directors onOctober 23 for a meeting on November h,, but it will be tight. 14 will ofcourse have to review the situation again closer to that date.
3. Secondly, I have proposed in the memorandum referred to above that the
presentation at the Executive Directors' meeting be made by Mr. Rgrtwich.
It would, of course, be possible to have the presentation made by a member
of the Agriculture Projects Department, but so much of the importance of thisCredit lies in its being the start of a new relationship with the most importantcountry in the Middle East that I think the presentation should be handled bysomeone from this department. Moreover, there are several difficult "country"matters to be disposed of in the presentation and I would rather anticipate
tiem than have to deal with them solely by responding to questions. I thuspropose that the presentation refer first of all to the importance of thisoperation for Bank activities in the 1iddle East as a whole, since the U.A.R.is regarded by most Arab countries as a test case for the Bank's genuine
int.rest in becoming active in the area, and to our hope that we might helpto channel efforts in the area tnwards economic development. Secondly, thepresentation should refer to the steps taken by the U.A.R. to improve its
relationship with creditor countries. We have to assume that by the time thei-ecutive Directors consider the proposed credit, the settlement of the U.A.R.arrears tcwards the U.S. will have made further progress but may not yet havebeen finalized. It would therefore be important to point to the pattern ofsettlements already made in order to be able to say that the proposed U../
U.A.R. rescheduling would fit into it and that it would complete the U.A.R.'sattempts to regularize its payment obligations. 77inally, the presentation
would have to refer briefly to the question of economic performance. Thetenor would be that long run predictions are admittedly difficult to make
under present circumstances but that the U.A.R, has tried hard to manlge underdifficult conditions. There would be sone mention of the importance to theU.A.R. of the aid provided by Saudi Arabia, Kuwait and Libya.



Mr, J. Burke Kapp - 2 - October lb, 19

)k. I euggeet that we do not volunteer arny remark8 about the qtuestion or
aiita&ry debt in the Beard. If this subjact ia ratsed by one of the nirectoms,
I pIpose that Mr. Mc&m r reply himself by saying that tis qtestion has
been discusesd with the gyptian and that we are sati?,eed tat th effcts
of the militsry debt on the eeonoy and the balanc, of paymnts sre lkely
not to be such that they would dv rsly affect the xecution of the "roet
or bring into question that TflA Nnds used for it are usefrily and nrerly
employed. I shall dreft a Ftat cnt and clear it vith you.

cc to Mr. Mc~harsr
Mr. Cope

DHart'ch:MLLejeune/rpo



Mr. J. Burke Knapp October 10, 1969

ichael L. Lejeune t Cg<) Lejeuie

UAR - Drainage Project

As you know, Mr. McNamara decided that the "Status of Negotiations"
notice to the Executive Directors should be held back pending the decision
on how to proceed further on this project. I should like to draw to your
attention that reference to this project has to be made in the next
"Monthly Operational Suary" which will be distributed to the Executive
Directors shortly. The September issue of the Monthly Operational
Summary stated that the drainage project was being negotiated, and we
are now planning to say that negotiations have been substantially
completed. Unless I hear otherwise from you, we will let the Monthly
Operational Summary go forward with this entry.

cc to Mr. Hilken

DHartwich:rpo



FORM No. 57 INTERNATIONAL DEVELOF T INTERNATIONAL BANK FOR NTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDU14
TO: Mr. Robert S. McNamara DATE: October 8, 1969

FROM: Michael L. Lejeune STRICTLY CONFIDENTIAL

SUBJECT: U.A.R. - Negotiations between the U.A.R. DECLASSIFIED
and the U.S. on settlement of Date: !(:>? 0
arrears of debt

1. I would like to confirm mhat I told you on the telephone
Tuesday morning respecting the status of negotiations between the
U.A.R. and the U.S.

2. On September 11, Mr. Enders, the then Deputy Assistant
Secretary of State of Economic Affairs, and Dr. El-Sayeh, the Under
Secretary of State of the Ministry of Economy and Foreign Trade (who
was in Washington negotiating the IDA credit) reached agreement on a
draft Agreed Minute setting out the terms of a settlement. Both
Mr. Enders and Dr. El-Sayeh said they were ready to recommend this
Agreed Minute and its terms to their respective superiors; both agreed
to do so ad referendum. Mr. Enders, on his side, made clear that once
the Egyptian Government's agreement had been confirmed, he would still
need some time to discuss the matter on the United States side, parti-
cularly with the appropriate persons on Capitol Hill. Hence there
would be some lag between the time that the Egyptians gave their final
agreement and the time when the U.S. would be able to do like-
wise. At this juncture, Mr. Enders gave me a copy of the draft Minute
in confidence and told me, privately, he thought that this clearance
would require ten days to two weeks. The U.A.R. have never volunteered
to give us the details of the Minute, and we have not divulged to them
that we know them. The U.S. hoped to get a prompt response from Cairo,
but in fact nothing came forth presumably because Minister Zaki was
finalizing his foreign exchange budget before coming to Washington for
the Annual Meetings of the Bank and the Fund.

3. When he arrived, Minister Zaki let it be known that he was
concerned that the terms of the draft Agreed Minute were too burdensome
on Egypt's balance of payments. On Thursday, October 2 he told me and
told you that he was studying the impact on the balance of payments
but he certainly left the impression that agreement with the U.S. would
take place very shortly.

4. On Friday evening, Dr. El-Sayeh came to say goodbye to me-on
the conclusion of the IDA negotiations. I took the opportunity to
emphasize to him tlie importance of reaching agreement with the United

States. I told him we would prefer to have a final agreement before we

sent the papers for the IDA credit to the Executive Directors. In

response to a question from him, I said that we were planning to send

them on Thursday, October 17 for action at a meeting on October 28.

President has seen



Mr. McNamara - 2 - October 8, 1969

However, if it appeared that agreement would not be reached between the
U.S. and the U.A.R. before Thursday, October 17, the President of IDA
would have to inquire into the status of the U.A.R.-U.S. negotiations

and reach a conclusion as to the reasonableness of the respective
positions of the two parties and the likelihood of their reaching

agreement shortly. In the light of his findings, he would then have

to consider whether to go forward with a favourable recommendation on

the IDA credit. I emphasized that clearly we would prefer not to

have to make judgments of this kind and, therefore, would prefer and

greatly hoped that agreement would be reached with the U.S. in time.

5. Dr. El-Sayeh then told me that he had that very day had a

conversation with Mr. Trezise (Assistant Secretary of State for Economic

Affairs) in which he had requested a modification of the terms of the

draft Agreed Minute which, in effect, would postpone by one year the

amortization of the consolidated arrears, that is to say the payment of

consolidated arrears would begin in July 1971 instead of July 1970 and

would extend to July 1976 instead of July 1975. Dr. El-Sayeh said he

expected a response from the U.S. in a matter of days. He expected to

be in the U.S. for most of the week of October 6 and believed the issue
would be settled before he departed. I attach Mr. Hartwich's record

of this conversation.

6. Early Monday morning, I received a call from Mr. Cizauskas who,

in the absence of Mr. Trezise, is handling this matter. He said that

the U.S. Government was surprised and disturbed that the Egyptians now

at the last minute came up with a request for a substantial modification

of what had been provided in the draft Agreed Minute of September 11.

He said that under instructions from Mr. Trezise, he was communicating

with all the interested agencies within the U.S. Government to formulate

a response. He also wanted me to know that all concerned on the U.S.

side viewed this matter very seriously and that it looked as if there

would be great difficulty in agreeing to the Egyptian's request. In

response to my inquiring, he said that he expected it to take as much as

two weeks before the U.S. would be in the position to respond. This was

in sharp contrast to what Dr. El-Sayeh said to me about timing on Friday.

7. I informed Mr. Knapp of this turn of events and put in train

an analysis of the terms of the September 11 draft Agreed Minute and the

changes as now proposed by the U.A.R. A preliminary analysis has now

been made and shows that over the course of the negotiations between

the U.S. and the U.A.R., and especially since July when they began to

negotiate in earnest, the U.S. has made greater concessions than the U.A.R.

in arriving at the September 11 draft Agreed Minute. While this Minute

represents a settlement which is less favourable for the U.A.R. than the

most favourable settlement it has reached with another country, namely
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Great Britain, it is nevertheless within the range of settlements
reached with the various creditor countries. From the beginning the
U.S. had made it a point of principle that there should be some net
inflow of capital to the'U.S. from the U.A.R. under the terms of the
settlement and the September 11 Minute provided for a net inflow which
we calculate to be of the order of around $29 million in 1970 and around
$28 million in 1971. Under its terms, presumably the amounts in later
years would be less but we do not have adequate information to give
reliable figures. This may be contrasted with the proposal now made by
the U.A.R. which, on the basis-of information available to us from the
U.S., would result in a net-e4Pflow of about $10 million in calendar

1970 and about $25 million in 1971.

8. The argument put forward by the Egyptians for this change is
that the burden on their balance of payments under the terms of the
September 11 draft Agreed Minute would be too high. Dr. El-Sayeh now
says that he made a mistake in agreeing to recommend them. From our
information, we estimate that the effect over the period covered by
the Minute would be to increase the'U,AR.'s debt service ratio in 1970
from 21 per cent which would obtain without a U.S. settlement, to about
24 per cent. We estimate that their latest proposal would result in an
increase to only about 22 per cent. The difference is not so great as
to say that one is manageable and the other not, but the U.A.R. operates
on an exceedingly tight foreign exchange budget and has already cut
imports to the bone, so while the percentage difference in the debt
service ratio between the two proposals does not seem much there is no

doubt that the extra relief would be important to the U.A.R., particu-

larly in 1970 when they have a peak in their debt service. It is not
unreasonable that they should seek this extra relief. On the other hand,

considering how close they had come to agreement with the U.S., their

behaviour in seeking a change at the last minute may well appear unrea-

sonable to the U.S., especially in the light of the greater concessions

given by the U.S. over the course of the negotiations.

9. At the same time, it is obvious that the absolute amount involved

in the change has no economic significance for the United States. The

only important change is that the net capital flow from the U.A.R. in

1970 is reduced to about one third of what had been contemplated in the

September 11 Minute. The significance of this is political rather than

economic.
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10. As I mentioned to you yesterday morning, we have been planning
the IDA credit for consideration by the Board on October 28. Negotiations
were concluded last Friday afternoon. The October 28 timing was initially
chosen to afford an opportunity to clear up loose ends with the Egyptians
and to complete the redrafting of the appraisal report called for by changes
agreed with the Egyptians during the negotiations. However, this timing
also gave more scope for the U.S. and UAR to reach agreement. I am told

that the earliest the appraisal report could be ready for distribution to
the Executive Directors is Monday, October 13. All the other documents,

however, (except, possibly, the Statutory Loan Committee Report) could be

ready for distribution Thursday, October 9, at a very tight pinch. Thus,
provided we are willing to send the appraisal report late to the Executive
Directors, we could have them act on October 21, but this is a week earlier
than indicatedio the U.A.R.

11. I think there is very little prospect that the U.S. and the
U.A.R. will reach agreement by the evening of Thursday, the 9th but if
we push hard on both of them I think there is a good possibility that the
State Department and the Egyptians could reach agreement before the following
Thursday subject, on the U.S. side, to such clearances with Congress as they

feel necessary.

12. We have the following options:

(a) To postpone circulating the papers to the Executive
Directors until the U.S. and the U.A.R. have reached agree-

ment or at least until the U.S. assures us that they believe

agreement is close and that they would not oppose the IDA

credit.

(b) Without waiting for agreement between the U.S. and U.A.R.,
to circulate the papers as soon as they are ready, for con-
sideration by the Executive Directors promptly thereafter

(i.e. October 28 or, if we are willing to send the Appraisal
Report late, October 21). This would entail making a judgement

that the U.A.R. has made reasonable effortsto settle and would

run the risk of opposition by the U.S. and perhaps others

(e.g. U.K.).

(c) To postpone a decision to circulate long enough to permit

the U.S. to react to the latest U.A.R. proposal. This could

be combined with our exercising pressure on bothides, including
urging the U.S. not to be so demanding and urging El-Sayeh to

remain in the U.S. until the matter is settled.(He is still in

New York, but so far I have been unable to reach him).
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(d) To circulate the papers but for action "on a date

to be determined". This puts pressure on both parties

but leaves the Bank at the mercy of events. This path

was previously followed on a loan to Israel and the

June war took place between the time of circulating the

papers and calling for action by the Executive Directors.
I do not recommend it.

The second option could be combined with an offer to mediate and a statement

that no further credits would be negotiated for the U.A.R. until a

settlement had been made. The imminence of the proposed credit for a

railway project would put pressure on the Egyptians to settle within a few

weeks.

13. You suggested that you and Mr. Knapp and I should discuss how

we should proceed and I would be glad to do so right away.

cc: Messrs. Knapp and Nurick
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"CONIDENTIAL OFFICE MEMORANDUM

TO: Memorandum for the Record DATE: October 8, 1969

FROM:,f5( Dieter Hartwich

SUBJECT: U.A.R. - Debts to the United States

Following the completion of the negotiations on the IDA credit for the
Nile Delta Drainage Project, Dr. Hamid El Sayeh, Under Secretary of the U.A.R.
Ministry for Economy and Foreign Trade, and Dr. Hammoud of the U.A.R. Interests
Section in Washington called on Mr. Lejeune in the afternoon of Friday,
October 3. Mr. Benjenk and Mr. Hartwich were also present.

Dr. El Sayeh expressed his satisfaction that the credit negotiations had
been completed. Mr. Lejeune replied that also the Association was glad that
the work on the project had reached this stage. He then explained the steps
which had now to be taken to submit the credit proposal to the Executive
Directors. He reminded Dr. El Sayeb that in the process of preparing the
President's recommendation to the Executive Directors, the Association had
to consider again where the discussions between the U.S. and the U.A.R. on
the debt issue stood. Mr. Lejeune asked Dr. El Sayeh what stage he had reached
in the talks which he had conducted with U.S. authorities on this subject
during his stay in Washington.

Dr. El Sayeh said that he had had several meetings with the State
Department and the Treasury during the week starting September 8. In the
course of that week they had reached agreement on the details of a settlement
(which on his part was subject to approval by Minister Zaki) and had jointly
prepared a draft of agreed minutes which were dated September 11. The arrange-
ments spelt out in these agreed minutes provided for a resumption of payments
of principal and interest as they became due under the original credit contracts
beginning January 1, 1970; the payment of interest arrears, accumulated up to
December 31, 1969, over 24 months beginning not later than January 15, 1970;
and the payment of arrears on principal on an accelerating scale over a period
of 5 years beginning July 1, 1970. Total payments to be made by the U.A.R.
under these arrangements were particularly heavy during calendar year 1970
and amounted to about $32 million. Dr. El Sayeh did not specify to what
extent this would be offset by the extension of new credit and said only that
the net outflow from the UAR would be sizeable.

Dr. El Sayeh went on to say that he had transmitted the details of the
proposed settlement to Minister Zaki in Cairo. The Minister, who was at that
time in the process of preparing the foreign exchange budget for 1970, had
felt that the payments to be made to the U.S. in that year were larger than
the U.A.R. could afford. After the Minister's arrival in Washington for the
Annual Meeting, they had discussed this matter with U.S. officials. More
specifically, Dr. El Sayeh had met with Mr. Trezise, Assistant Secretary in the
State Department, in the morning of October 3 and had requested that some
relief be provided for the U.A.R. balance of payments by postponing the
payments of arrears on principal by one year, so that the first payment would
become due on July 1, 1971 and treating the arrears on interest, instead of
paying them in 1970 and 1971, in the same way as the arrears on principal.
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Mr. Trezise had promised to give this matter early attention. Dr. El Sayeh
finished by saying that he thought that the U.S. and the U.A.R. were still
close to an agreement which he hoped could be initialled shortly.

Mr. Lejeune said that he was glad to hear that good progress had been
made in the debt discussions. He hoped, however, that Dr. El Sayeh's ex-
pectation of reaching very shortly final agreement was justified inspite of
the most recent complication. The Association would clearly prefer if by
the time the IDA credit would be sent to the Executive Directors for considera-
tion, the debt settlement agreement had been concluded or both parties would
at least be in a position to state that they were close to final agreement.
Otherwise, the President of IDA would have to make a judgement whether reason-
able efforts had been made to reach a settlement and this was a difficult
thing to do. Dr. El Sayeh said he was grateful for those remarks because
they strengthened his hands in pressing his Government for final action.
He would have to go to New York early next week but would be prepared to
come back to Washington any time for final discussions with the U.S. authorities.

cc to Mr. McNamara
Mr. Knapp
Mr. Nurick
Mr. Benjenk
Mr. Upper/Karaosmanoglu



fr. J. Arke Knapp October 8, 1969

Michael L. ' ejeun*

UARf Statw of Negotiations Hemorandum

Since negotiations of a Credit to the UAR for the Wile Delta
Drainage Project were substantially ompleted at the end of last
week, I recommend that the ttachad Memorandw be distributed to
the Executive D.rectors at once despite the uncertain status of
the UAR/US debt rescheduling negotiations.

(sigged) ju L Lejeune

/pw
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Legal Files October 7, 116,

Saad El Fishawy

UAR - Credit - Nile Delta Drainage Project - Agreed Draft Documents

I am sending herewith:

1. Agreed draft of Credit Agreement;

2. Agreed draft supplemental letters:

a. Re Consultants;
b. Re Technical Staff Requirements of Drainage

Project Authority; and

3. Agreed Minutes of Discussions.

All the above drafts are dated October 3, 1969.

The UAR delegation expressed their preference to have the Agreed
Minutes of Discussion signed together with the Credit Agreement
simultaneously by the same person, who will be authorized to sign the
Credit Agreement.

They promised to send to us a conformed copy of the Presidential
Decree No. 1783/1969 establishing the Nile Delta Authority for Tile
Drainage Projects before signing.

Adequate copies of the above set of documents were handed to the
UAR delegation in the last session of the negotiations on Friday
October 3 in the afternoon.

cc: Messrs. Harwich
Upper
Guinness
Bolt

Chang



Ministry of Economy
and

Foreign Trade

C a i r o , U. A. R.

October 7, 1969

Gentlemen:

In accordance with section 1 (d) of article V of agreement

of the International Development Association, I hereby inform

you that Mr. Abdel Rahman flammoud, the Commercial Counselor

with the United Arab Republic Interest Section in Washington

D.C., is authorized to represent the Government of the United

Arab Republic as member of the committee established by virtue

of the abovementioned article in the said agreement.

Yours sincerely,

Hassan Abbas Zaki
Minister of Economy
and Foreign Trade

The International \
Development Association

1818 H Street
Washington, D.C.
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REPRESENTATIVES OF THE UAR GOVERNMENT

AND

INTERNATIONAL DEVELOPMENT ASSOCIATION

IN WASHINGTON, D.C.

From September 8 to October 3, 1969

(Nile Delta Drainage Project)



MINUTES OF DISCUSSIONS BETTEEN
THE REPRESENTATIVES OF THE UAR GOVERNMENT
AND INTERNATIONAL DEVELOPMIENT ASSOCIATION

HELD IN UASHLNGTON, D.C.
FROM SEPTEMBER 8 to OCTOBER 3, 1969

IN CONNECTION UITH
THE NILE DELTA IRRIGATION PROJECT

Agreed Minutes of Discussion

Negotiations for a proposed credit of $26 million equivalent to
the United Arab Republic for the Nile Delta Drainage Project began on
September 8, 1969 and were concluded on October 3, 1969. The Govern-
ment of the UAR was represented by Mr. El Sayeh, Undersecretary of
State for the Ministry of Economy and Foreign Trade, Mr. Fouad El
Kholy, Undersecretary of State for the Ministry of Irrigation, Mr.
Gad Labib Gad, Deputy (Legal) Counsellor in the Council of State,
Mr. Kotb El Riedy, Deputy Director-General, Mechanical and Electrical
Department in the Ministry of Irrigation, Mr. A. R. Hammoud, Com-
mercial Counselor of the UAR Interests Section in Washington, and
Mr. Mohammed Amer, Assistant Director, Drainage Research Department
in the Ministry of Irrigation, and the Association by Messrs. Hartwich
El Fishawy, Guinness, Upper, Bolt, Chang and Hidalgo.

During said negotiations the following points were discussed and
agreed upon:

Project Authority

The representatives of the Association emphasized the importance
of having an independent authority in charge of the execution of the
Project. They pointed out that the rate of implementation planned
for the Project is quite high and this will call for efficient manage-
ment which will have direct responsibility and control over all project
activities and the staff and other resources necessary to carry out
the Project. The UAR delegation presented a draft Presidential Decree
for the establishing of the Nile Delta Authority for Tile Drainage
Projects, which was found satisfactory. On September 25, the UAR
delegation informed the Association's representatives that the Decree
had been issued under No. 1783/1969. It was understood that the
Authority would also be responsible for maintenance of all drainage
works until handing this responsibility over to the Ministry of Irriga-
tion, normally at the end of the guarantee period, and for the training

of maintenance staff of the Ministry of Irrigation in efficient
maintenance procedures and techniques.
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Project Management

Both delegations emphasized that the Borrower and the Association
would co-operate closely to ensure the success of the Project. The
representatives of the Association expressed their belief that one
of the key points on which the success of the Project will ultimately
depend is the competence of the top management of the Authority. The
comprehensive nature of the Project makes it particularly necessary
to ensure the smooth co-ordination between, and proper phasing of, the
many steps needed for the implementation of the Project, to spot areas
that may cause delays ahead of time and to try to prevent causes of
delay in time. The UAR representatives said that they were fully in
agreement with the fact that the top management of this Project will
represent one of the most important elements for its success. There-
fore, it was intended that the greatest care and scrutiny would be
exercised in the appointment of such top management. The Association's
representatives said that as part of the joint effort to assure the
success of the Project, they expect that until the Project shall have
been completed, the Association would be informed of candidates for
appointment and their qualifications and experience sufficiently in
advance to ensure that, should the Association have any views on the
proposed appointments, it could give such views to the Borrower in
time to be taken into account. The UAR delegation agreed to the
importance of close co-operation for the success of the Project and
that consultations relating to the above matter would be followed as
part of this co-operation. They pointed out that the appointments
to top management are made by Presidential decree.

Local Construction Contracts

The provision of Section 4.02 (b) of the Credit Agreement regarding
local construction contracts will be fulfilled when all the attached
amendments which were agreed upon during negotiations and relate to
the utilization of the equipment to be financed out of the proceeds
of the Credit, have been incorporated in the civil works contracts.

Auditing

With reference to Section 4.05 of the Draft Credit Agreement,
the UAR delegation exolained that in accordance with Article 12 of the
General Au+horities Law No. 61/1963, one or more auditors shall be
appointed by the Central Organization for Accounts and Audits from
among qualified persons fulfilling the conditions as stipulated in
Law 133/1951 concerning accountants and auditors, to audit the
Authority's accounts and financial statements. The UAR delegation
stated that the report of the auditors would be submitted to the
Central Organization for Accounts and Audits for approval and then
sent to the Association within six months after the end of the pre-
ceding fiscal year. The Association's representatives said that this
procedure would meet the requirements of Section 4.05.
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Land Tax

The UAR delegation stated that the basis of the assessment of the
land tax on land owners is the productivity of their land and that the
rates currently in force range up to LE 6 per feddan. Reassessment is
made automatically under the law every ten years. However, the law
permits more frequent reassessment and in practice reassessment is
usually made shortly after the completion of public works which affect
the productivity of the land.

Insurance and Freight

The UAR delegation mentioned that the Drainage Project Authority
may wish to ensure through Egyptian insurance companies those goods
which are to be imported under the Credit, and it was understood that
premiums to be paid in Egyptian currency would not be reimbursable
under the Credit. Similarly, it was understood that no part of the
cost of freight moved on Egyptian vessels to be paid in Egyptian
currency would be reimbursable under the Credit.

UNITED ARAB REPUBLIC INTERNATIONAL DEVELOPMENT ASSOCIATION

By By
Authorized Representative Europe, Middle East and

North Africa Department

Dated at Washington, D.C.

I-,i'O



ANNEX

Amendments to draft conditions of Contract for Local Construction Contracts

A. The contractor shall keep the machinery in good working condition
in order to perform the required rate of production. To ensure this,
qualified technicians of the Authority and the suppliers will be
permitted to carry out periodical inspections of the machinery. In
cases where maintenance of any machinery is in their opinion urgently
required, technicians of the Authority or the suppliers will carry
out the necessary repairs and maintenance at the contractor's expense
if the contractor fails to do so himself within a reasonable period.

B. As soon as possible after the award of the Contract, the Contractor
shall nominate a sufficient number of staff (mechanics and operators)
to be trained in the operation and maintenance of the machinery at
the Authority's Training Center. Upon receipt of instructions from
the Authority, the Contractor will send his nominees to the Center
for a period of not more than two months, at his expense, for training
at the discretion of the Authority. The machinery shall be operated
and maintained only by personnel who have received the Authority's
certificate of competency.

C. The machinery will not be utilized by the contractor for work
other than on the Project (as defined in the Annex attached to the
Contract) until the Project shall have been completed. After the
Project shall have been completed and when the machinery is no longer
required for the Project, the contractor shall not, without the
approval of the Authority in writing, utilize the machinery except
in carrying out works similar to the Project.



Mr. RQbrt S. 4c amnrs .leptnmoer 30, 1)69

M a IeJSUfl (sjgiied) Michael L Lejeune

U.A.R. - Drainage Project - Consultations on
AJpintment of )i rector

Although the negotiators reaaheu agreeJnt last ?ri14a c tO e
languagt of an Agreed l-inute proviing for sonaLtations on the
appointnent of the Director of the Authority responsible for the
project, '4inister Zaki reopened te question privately with was
yesterday (,onday). 1 think I convinced him of te usefulnass of
consultations for ensurine a sound choice of Director and good
relations with the Iank. t'e also seemd to appreciate the
arument that in the oank we had to try to treat all member countries
equally in these matterv and that we had, amordingly, reached
agreeasnt on cosultations in aircumstance similar to the 1U.A.R.
case (new project, new Authority) with suckh countries as India,
Pakistan, Argentina and rail as &eil as with those where problems ofsuitahle nanagfmont were acute, such. as Jeneal, Paraguay, Z&ia, etc.

,is problen however, is that while he kas been able to settleall te other issues on his cwn authority (questions of engaginf
consulting services, for example) he will have to elear this issue
in Cairo, presuably with oassser and probably in the face of
opposition fror Cabinet colleagues. Severtheless, at the end of our

eti 1  which covered the ruestion in only a general way, he seemed
resdy to undertake to get consultations accepted in Cairo, althoudh
he still nlght wish to ask for scw* modification of the lanuage of
the Agreed iuute to make it sore palatable.

. think I have reached agreement with him; he bady wants this
IDA credit and now sees tlais as the only remaining hurdle. But (a) I
nave yet to see whether the modifications he i# propose ar acceptable
and ( ) it is still possitsle he mAa raise the subject all over again
with you. If he raises it with you refore discussing it again with M
I suggest you ask him to explore the problem further with me. It he
really considerz this a serious problem we need to kn r zore precisely
where his difficulty lien.

cc: Mr. i~ap
)'r. Benjenk
4r. miartvjch

'hL :ab



Memorandum for the Record September 30, 1969

Michael L. Lejeune

UAR - Drainage Project-- Consultation on Appointment of Director,

We have been having a protracted and rather difficult negotiation

with the Egyptian negotiators over the question of the consultation on

appointment of the Director of the Authority under the Minister of

Irrigation which is to carry out the project. This negotiation has been

carried on between Mr. Hartwich of my Department and Dr. El-Sayeh 
of the

UAR Delegation. They have been negotiating over the language of a

paragraph on this subject in the Agreed Minute 
of Discussions which also

covers some other subjects. As of Friday evening, they had reached

agreement on some language which Dr. EL-Sayeh said he was ready to

recommend to Minister Zaki.

On Monday afternoon I had a meeting with Minister Zaki and the

Delegation attending the Annual eeting in which we covered a number of

subjects and in which I made clear that as far as the drainage project

was concerned I understood the negotiations were completed with the

exception of a minor point on procurement. We discussed such details

as the timing of the presentation to the Executive Directors and probable

date of signature, assuming no hitches (such as failure to conclude

arrangements with the U.S. on rescheduling Egyptian debt). We also dis-

cussed future possible projects.

At the end of the meeting, the Minister asked to see me alone.

During this private discussion, he asked me to consider changing the

understanding about consultation, and as we discussed the 
question in some

detail it became clear that he would like to have no consultation but only

an understanding about the qualifications and experience called for in any

candidate appointed as Director of the Authority. I described the Bank's

standard policy on consultation and said what the Minister appeared to be

asking for was that an exception to it be made for Egypt. I told him that

I felt that to start off a new relationship between the Bank and the UAR

by making exceptions to the Bank's normal policy would be a poor beginning.

The Minister said that he felt that the Bank could hardly be in a position

to judge,on the basis of information submitted, a man whom it did not know

and within a context which the Bank could not fully appreciate. I conceded

that this was indeed difficult, and for this very reason the Bank did not

seek to have the final word but merely to have its views taken into account.

Moreover, we felt that an obligation by a government to make known to the

Bank ahead of time the particulars of an intended appointee had a salutary

effect on the process of selection.



Memorandum for te Record - 2 . September 30, 1969

The inister then said that he had no disagreement, personally, with

the Bank's position, but while he had the authority to ettle on almost

all the matters which had arisen during the negotiations, this matter vea

one which would perforce have to be taken to other Ministers. While he

did not say so, he implied that it was a matter which would have to be taken

to Nasser. He said he did not wish a contentious matter like this to

upset the momentum of mutual understanding which had built up between the

Bank and Egypt. He was concerned lest this point should forestall the

successful conclusion of the credit.

I told him that in its relations with its various member countries

the Bank could not discriminate. Consultation on appointments was important

to us in many of the smaller and more backward countries, and it made it

easier for us to obtain it in such countries when we could assure them that

we equally got such commitments from such countries as India, Pakistan,

Brazil and Argentina. If only for this reason we would not likely make an

exception for the UAR.

The conversation ended with the Minister saying that he would like to

think about the matter some more. He was reluctant to ask for an exception

to the bank's standard policy. However, he hoped that we appreciated that

the requirement for consultation presented him with a difficult problem 
in

the Cabinet. He might wish to suggest some change in the wording of the

Agreed Minute.

ce: Mr. McNamara
Mr. Knapp

Mr. Benjenk
Mr. Hartwich

MLL:neb



Mr. J. Burke Knapp :3pt ibr 26 , l 6

Kichac c L. Le jeun )L e

r e Dlta:ine Pr fe- rel cv of CaL

1. The green c ver appraial report on the Nile Delta Drainage rject
daed April 18, l -6- aesuned tha t all capital crt' of the drainage syctel

(i.e. puiping a timn, uain drain a anae and fiel tile drainage) would

be r avered without intereet over 20 yearu fr a the u seru by a drainage
charge under legislation in firc in the UAR, and that operating nd

mainten ~e c te of the drainage syte would be covered bj a land tax.

The report stted that asuranoc w uld be s iunht during negiation that
the legi&Latinn au:thorising th 0 1 letion of these chrges and taxes would
cover the capital and recurrent coat f the project, and provide effective

pr xcdir to ens3ure their prompt collecti mn.

2. Fur hr exptaion of the UARt legi/loisn du.ring neotiatione: has

revealed tha i the drainage charge pr ovide for the recovery of only the

capital inveited in the field tile drainag and the maintenance c ste of
such tile drainagg. Ther is no specific provision in any legislation
fu Cn oa eing te e sts of h main drainage canaLa and pumping stations
included in the project nor for recovering the operating costs of any part
of the drainage system. Howver, the revenuea from the land tax currently
do, in aet, cover all operating and maintenance cot snd part of the

capim ual co of the irrigation and drainage sys tome even though that is
not an explicit objective of the legislation. The land tax is baced upon
the pr ductivity of the land and is reae eced automatically every ten

years. If the produc tivity of the land increaoeo significantly, an earlier
reassessmet can, and normally does, take place after notification by the
Ministry concerned to the Ministry of Finance that the works have been
completed.

3.* We estimate that the combined drainage charge and the anticipated
increases in land tax revenues within the project area will cover all

operation and maintenance cats of the whole project, as well as all

capital costs without interest over the life of the project. It is not

possible for the UAR delegation to agree to a ccsprehensive assurance
to this effect in the Credit Agreement, since the land tax is based on
the principle of agricultural productivity and not on coat recovery.

Ih. In the<m circuwancea I propose that we be satisfied with the
following covenant in the Credit Agreement:

"Tha B rower dihl make suitable arrangements to ensure the
recovery from usere of irrigattd land drained by the vorks
included in the Project, by way of charges, of (a) the maintenance
cos of the field tile drainage in the area of the Project, and
(b) over a period >f 20 years, the capital invested in field
tile drainage in the area of the Project without intereat."



Thn dditi n, The sgmed minute~ o n the not in would zdt t hat the
b, i f h a- o e land tezi agrieuitural p 'ut iv nmd

tha t, al eu' ata a o ment toa be ae d : r ding to the fl ny
eveytenyear , i, isin pra tiremade hrly afterthe oe tie

public wrks idich affett the produtivit I 1he iand. Do you have any
objecti n?

p /DHar~ h/emt

E64
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Mr. J. Burke Knapp September 26, 1969

Michael L. Lejeune

UAR - Nile Delta Drainage Protect

The attached memorandum has to do with the recovery of the costs
of the drainage project. It explains that the covenant we have
negotiated with the Egyptians is for reasons of Egyptian law different
from the covenant recommended in the Appraisal Report approved by the
Loan Committee. However, taken together, the covenant and the land tax
law provide for as much recovery of the costs as was contemplated in
the Appraisal Report recommendation.

The attached memorandum is sent to you solely because the
Agriculture Projects Department feels you should know that the question
has been solved in a manner different from that initially contemplated.

This is the last matter to be finalized with the Egyptians except
for a point on covering the imported costs of domestically supplied
equipment for which we are awaiting further information from Cairo.
They have agreed to everything else, including consultation on appointments.



Mr. Bernard Chadenet September 8, 1969

Jack L.

UAR: Lenheon Joy Negotiating Team

A luncheon ill be given by Mr. bejeune on Thursday Septomber 11 at
1.00 p.m. in Dining Room B for the visiting delegation from the UAR to
negotiate the Nile Delta Drainage Project. The UAR delegation will be
accompanied by Dr. Ashraf Ghorbal, Minister in Charge of UAR Interests
Section, Embassy of India in Washington. The members of the UAR delegation
are listed below:

Dr. Hamed El Sayeh, Undersecretary, Ministry of Economy and Foreign Trade
Dr. Fouad El Kholy, Undersecretary, Ministry of Irrigation
Dr. Gad Labib Gad, Deputy (Legal) Adviser in the Goverment Council
Mr. Kotb El Riedy, Deputy Director-General, Mechanical and Electrical

Department, Ministry of Irrigation
Mr. A. R. Hamrioud, Commercial Counsellor in the UAR Interests Section,

Embassy of India
Mr. Fikry Kalliny, Economic Adviser, Ministry of Economy and Foreign

Trade
Dr. Mohanmed Amer, Assistant Director, Drainage Research Departaent,

Ministry of Irrigation

* After typing we discovered that Mr. Kalliny would not be a meaber of thedelegation.



Mr. Oman Ali September 8, l969

Jack L. Upper

UAR: Luncheon tr Negotiating Team

A luncheon will be given by Mr. Lejeune on Thursday September 11 at
1.00 p.m. in Dining Room B for the visiting delegation from the UAR to
negotiate the Nile Delta Drainage Project. The UAR delegation will be
accompanied by Dr. Ashraf Ghorbal, Minister in Charge of UAR Interestz
Section, Embassy of India in Washington. The members of the UAR delegation
are listed belowi

Dr. Hamed El Sayeh, Undersecretary, Ministry of Economy and Foreign Trade
Dr. Fouad El Tholy, Undersecretary, Ministry of Irrigation
Dr. Gad Labib Gad, Deputy (Legal) Adviser in the Goverment Council
Mr. Kotb El Riedy, Deputy Director-General, Mechanical & Electrical

Department, Ministry of Irrigation
Mr. A. R. Hammoud, Commercial Counsellor in the USR Interests Section,

Embassy of India
Sx. Fikry Kalliny, Economic Adviser, Ministry of Economy and Foreign

Trade
Dr. Mohanwmd Amer, Assistant Director, Drainage Research Department,

Ministry of Irrigation

* After typing we disuovered that Mr. Kalliny Would not be a member ofthe delegation.

Jupper/emt
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THE MINISTER

Cairo, September 4 , 1969

Mr. Michael L. Lejeune,
Dii-ector,
Europe, Middle East and North A
Africa Dept.,
International Bank for Reconstruction
and Development All
U.S.A.

Dear Mr. Lejeune,

I am grateful for your letter dated 2 Aust, 1969.
I studied carefully points raised in it and have the pleasure to
inform you that the negotiating team has full information
concerning all the points.

As you probably know by now the team is composed of the
following officials:-

- Dr. Hamed A. EL Sayeh
Under Secretary of State for Economic Co-operation - Ministry
of Economy and Foreign Trade

- Dr. Fouad Hassanein El Kholy
Under Secreatry of State - Ministry of Irrigation.

- Mr. Abdel Rahman Hammoud
Commercial Counsellor - U.A.R. Embassy in U.S.A.

- Engineer Kotb Farag Fargali El Reedy
Deputy Director General Mechanical & Electrical Administration
Ministry of Irrigation.

- -Dr. Gad Labib Gad
Assistqnt Legal Counsellor, State Counsil

- Dr. Mohamed Hassan Amer

Assistant Director of Works. Drainage Research Bureau,
Ministry of Irrigationa

These gentlemen are fully authorized to negotiate all
technical and financial problems and I am sure that they are ready
to cooperate fully with the Bank's negotiating team.

With reference to your remark concerning settlement of
credit arrears and compensation for foreign nationals. I am happy
to state that we are doing our best to reach suitable settlement
on all the remaining claims.
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THE MINISTER
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I shall be arriving to Washington during the last week

of September and I will be looking forward to meeting with you
and your colleagues in the Bank.

Yours Sincerely,

(Hassan Abbas Zaki)
Minister of Economy and

Foreign Trade
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liy. ~~aydJ, ~September 4, 1969
Michael L. Lejeune

n - otiations for Nile Delta Dranage Project

Starting Monday, September 8, could you arrange to have
coffee served twice a day for aproxmately 12 persona, in
Room 0-612.

cc: Mr. Both

( t


