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NS; please note your concurrence is requested by close of business
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been enclosed for your response.
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JORDAUI

FEASTRILITY STUDY

POTASH I'RODUCTION

I. SUMMARY AND RECOMMENDATTONS

1. Borroweq: The Hashemite Kingdom of Jordan (GOJ), which will
meke the proceeds of the loan available to the Arab Potash Company (APC)
on terms to be approved by A.I.D,

2. The Loan:
(a) Amount: Not to exceed six million dollars ($6 million).

(b) Terms: Repayable in forty (40) years, including a grace
period of ten (10) years, with interest on the unrepald balance at an
annual rate of two percent (27) during the grace period and of three
percent (39) thereafter.

3. Troject Cost: "The total cost of the project is estimated at
ten million dollars TfTo million), of which six million dollars are
estimated to be in foreien exchange and four million dollars in local
costs., The proposed A.I.D. loan will be disbursed for both foreign exchange
costs and local currency costs. An International Development Association
(IDA) credit of &1 million has been made available to GOJ to assist in
financing the project subject to availability of A.I.D.'s Loan; the
equivalent of $3 million is to be provideda by the GOJ to APC,

h, Froject Desceription: The burpose of tle project is to establish
the feasibility of consiructing a potash production facility with a
capacity of 1 million tons of K205 (muriate of potash) at the southern
end of the Dead fea. To achieve that purpose, it 1s necessary (a) to
desipn and construct a test dike approximately 1 km. long to establish
the design characteristics and construction methods suitable for the
construction of the dikes needed for a commercial facility using solar
evaporation of btrine and the processing of the pPrecipitated salts ag
principal elements of the production process; and (b) to determine from
the test dike the optimum dike characteristics and to use that data in
preparing a feasibility study covering the technical, financial, economic,
and environmental aspects of a commercial secale production facility. The
feasibility study is the major output of the project; its ultimate goal
is an increase in Jordan's capacity to earn foreign exchange by creating
new export industry.
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Je Miceion /dews: The Miseion recommends authorization of the
proposed loan,

C. Ctatutcry Checklist: All statutory criteria have been met as
detailed in Annex 3.

Te Sonrce or Funds: Supporting Assistance,

8. Loan Administration: The broposed loan would be administered
Jointly by the Mission ang AID/W to ensure the necessary coordination with
the Borrower, its consultants, and ID4.

9. Issues: None.
=250

10. Recommendation: That a loan in the amount of $6 million be
authorized, on the terms listed in paragraph 2(b), above.

TI.  BACKGROUND OF PROJECT

1. The first efforts to extract potash from the Dead Sea date back
to 1930 when the Palestine Potash Ltd. began operations at the northern
end of the Dead Sea. 1In 1937, a second plant was built in the south, at
Sodom. By lQhS, the combined production of both plants had reached
100,000 tons per year (tpy) of potassium chloride (KCL) 1/. Demage was
suffered by both plants in 1948; most of the remaining facilities in the
south were left in Israel when the truce line was established but the
northern warks were abandoned. In 1952, the Israeli Government formed the
Deac Sea Works Litd., which restored the facilities at Sodom and reached a
production of 100,000 tpy in 1960. The facilities were eXpanded in the
1960's and now produce between one and two million tons g year, and a
further expansion is in progress.

2. On the Jordanian side, the Arab Potash Company (APC) was formed
in 1956 to develop potash extraction from the Dead Sea. In 1960, after
some cxverimental work at both ends of the Dead Sea, APC awarded a contract
for a feasibility study to Western Knapp Engineering Co., of San Francisco,
which submitted its report in 1962, That report recommended facilities
for production or pctash, based on the evaporation of brine by solar
energy, at a rate of 250,000 tpy. It became evident, however, that a
plant of that size would not be economical and in 1964 ATD financeqd a
contract with Jacobg Engineering Company (JEC), of Pasadena,, California, to
review the earlier report by Wesitern Knapp and carry out further technical
and financial analyses. JEC carried out that work using Sir Alexander
Gibb & Partners, of London, as consultants on the civil works aspects
of the project, such as dike design and evaporation pans.

l/ KCL, marketed as muriate of potash contains 60 to 62 percent of
K205, its active nutrient,
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3. As a result of the 1964 TEC study, it became clear that the
minimum econamic size of the Tacilities would be 500,000 tpy and dig-
cussions were initiated between A¥C, A.I,D,, the IRRD and, eventually,
the Xuwait Tevelorment Fund resulting in a decizion that confirmat ion of
wltimate producrive capacity and reasibility was required rrior to
investing in plant construction. 5 a vesult, JEC was vetained Lo under-
take a detailed feasibility study which was compleled in 1906, and con-
cluded that, at relatively little additional cost, the facilities could be
constructed to produce 1 million rather than 500,000 tpy.

. One of the conditions for financial participation established
by the potential lenders at that time was the participation in the project
of a technically and commercially experienced foreign company. A number
of companies showed interest and, in early 1967, W. R. Grace Co. made a
formal proposal and a series of discussions were held between APC, Grace,
the IBRD, A.I,D., and JEC. Tt was agreed facilities with g capacity of
1.2 million tpy could be constructed at a cost then estimated at $90
million. The expected export price for potash f.o.b. Agaba was con-
sidered well within the market price, then ranging from $22 to $24 per
metric ton. In June, 1967, because of conflict in the area,further
development of the project came to a standstill.

5. In 107h, the Jordanian Goverrment asked JEC to update its 1966
study so that the viability of the project under current and foreseeable
market conditions could be assessed. It was found lha t the increase
in potash prices that had occurred since 1966 would rermit profitable
operations even though current capital costs would be much higher than
originally estimated. The construction of a trial dike, already envisaged
in 190€, and a more detailed review of the commercial and technical aspects
of the project are still considered necessary. The IBRD has renewed its
interest in the project, consulted with both the GOJ and APC on numerous
occasions and assisted them in pbreparing documentation for and assessing
qualifications of firms which were invited to submit proposals for the
Engineering and Feasibility Study which is the substance of the Project
described below.

6. Early in 1975, the GOJ indicated an interest in A.I.D.'s

rarticipation in the revised project and has since submitted a formal
request for a loan of $6 million to assist in financing thiz project.

IIT. PROJECT DESCRIPTION

l. 'The Engineering and Feasibility Study Lo be carricd oul, will
cover the economic, technical and financial aspects of the project with
the objective of dewonstrating overall project viability, The study will
include the following major elements:

(a) Design, construction and testing of a trial dike apPProx=
imately 1 km long to determine the optimum design characteristics for use
in construction of a commercial facility if that is determined to be
feasible; and
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"t a new feasibility study; ror its technical part, the

results of the test Jike construction are to be used and precessing plans
reexanined in the lizht of any new technological develoyments and orerational
experiences that nay new be availeble: in additien, caprital costa of a
carmercial facility, operating costs and :he resulting: price 1.o.b. Agqaba
are to be recaleulated and the commercial viabdlity o the fad lity re-
assessed on the basis of cwrrent ad projected world market demand and
prices.

A more detailed Scope of Work for the consulting services
required for the project is given in Annex 1.

2. The major objectives of the trial dike construction are to
determine the best method of making the dike and salt layers impermeable
and to ascertain the optimum design characteristics of likes to be con-
structed with foundation conditions pecullar to the site. To achieve
these objectives, the Consultant will design various dike configurations
which will be constructed and tested for structural adequacy and imperme-
ability . Such designs will be modified based on test results.

Iv. PROJECT ANALYSES

1. Since this "Project" consists of engineering and feasibility
studies, the usual methods of analysis cannot be applied. Some analysis
is, however, needed to Justify the expenditure of the substantial amounts
needed to carry out these studies. In the following paragraphs will be
found a presentation of the evidence that, prima facie, the potash project
to be studied will be found feasible.

2. Technical Feasibility: The feasibility of recovering minerals
by evaporating brine and processing the salts has been proven in different
parts of the world, including notably the Great Salt Lake in Utah. More
specifically, recovery of potash from the Dead Sea has been broven feasible
by the successful operations carried out by the Dead Sea Works Ltd. on the
Israeli side of the couth shore of the Dead Sea. The construction of a
test dike is considered necessary not because the construction of evaporation
pans is unproven technology, but to ascertain optimum design criteria and
approximate siting of dikes totaling between 40 and 70 km in length which
will have to be constructed for a commercial-size plant. The study of
other technical questions, such as the collection of evaporation data, is
also thought descirable to establish more precise design parameters, and thus
realistic cost estimates. There is thus no reason to suspect that the
program of detailed investigations and testing to be carried out by the
Consultants will bring to light any insurmountable technical problems.

3. Tinancial Feasibility: The preliminary updating of the 196G
Study undertaken by JEC in 1974 indicated that construction of a comnercial -
scale plant should be Tinancially feasible. The major findings on which
that conclusion, and the decision by the GOJ, APC and the IRRD to proceed
with further investigations, are based include the following:
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(a) The world potash demand is expected tc reach about 30
million tons ver year by 1980 when Jordan may enter the market as g supplier;
that projec<ion - based on an assumed annual growth of demand of & bercent;

(b) worldwide broduction capacity in 1974 was about 26 million
tons;

(e) rroduction of the proposed Jordanian Plant, at g capacity
of 1 million tpy, would represent only 3.3 bercent of the projected world
demand in 1980;

(a) assuming an f.o,b. brice at Agaba equal to the f.o.b.
price at Vancouver, the standard for the world market price, Jordanian
potash would have g substantial freight advantage over Canadian potash
in about 12 bercent of the world markets;

(¢) production costs, plus inland freight to Aqaba, should be
low enough to give APC g sufficiently large profit margin to absorb such
fluctuations in world market Prices as can be reasonably anticipated.,
(JEC's preliminary calculations indicate that Jordanian potash, f.o.b,
Aqaba, will cost g little more than hals the cost of Canadian potash,
f.0.b. Vancouver, )

L. treliminayy calculations by JEC of the financial retuimg to be
expected. using a total Investment of $160 million and current estimates
of operating and inland transportat ion costs as basis, showed rateg of
return ranging from 12,4 percent on equity (if worlad prices dropped to the
current Canadian floor price of 420 ber ton f.o0.b. mine and the entire
investment wvere in equity) to 38.9 rercent assuming expected rather than
floor prices ang a 3:1 debt/equity ratio with g composite borrowing rate
of 4.2 percent.

5. No firm commitments have been requested or made for the financing
of a commercial rotash plant. Should the bresent Project establish itg
feasibility, it ig assumed that several of the Arab holders of APC stock
(the Govermments of Jordan, Lgypt, Irag, Kuwait, caudi Aribia, Lebanon,
Syria and Qatar and over 400 private shareholders ) wuld nake equity
investments and that the IBRD, Arab governments and institutions and
Possibly AJT.D,, wuld consider debt {financing. 7The Parlicipation of g
non-Jdordanian firm in management, technicgl Operations and marketing would
again be sought and wuld probably he a condition for the financial
Participation of several of the potentigl equity investors and lenders.

It has been agreed, however, that the appropriate time for the elaboration
of firm financial and managerial arrangements will be after the completion

and analysis of the feasibility report which will result from the present

6. Cost Estimate: The Project cost estimate as shown below was
prepared by IDA and used in Agreements executed on July 7, 1975, between
IDA and the GOJ and IDA and APC:
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UQaTa
35000'55

Local Foreign Total

Civil Works 2,500 1,500 L,000
Equipment 200 1,500 1,700
Conswlting Services 300 2,000 2,300
Unallocated (Contingency ) 1,000 1,000 2,000
Total MZOOO 61000 10,000

Due to the nature and uncertain Quantities of the iavestigative work
required, the extent of civil works and equipment required cannot be
accurately estimated. A cost-plus-fixed fee contract for consulting
services has been executed between APC and Jacobs International
Incorporated (Jacobs) with an estimated cost of $1.542 million and

JD 114,540, for a total equivalent of $1.88¢C million. "he project
committee believes that the ccst estimate shown above 1s reasonsable,

7. Financing Flan: '“he financing plan for the present rroject

Toresces coverage of the estimated costs of $10 million, as follows:

GCJ $ 3 million
Ina 1 million
AID O million
Tolal $ 10 million

(a) GOJ Funds - $3.0 Million: The funds to be provided by the
GOJ to APC will be available for any project purpose and at least part
could be made available in Toreign exchange, if needed.

(b) IDA Funds - $1.0 Million: The TDA credit will be available
to the (GOJ for passing to APC upon (GOJ compliance with conditions precedent
in the Credit Agreement, onc of which is that A.I.D.'s loan conditions
precedent have been met. The TDA credit is intended to finance up to 50%
of the foreign exchange costs of the consultant's services. IDA nas,
however, in the Credit Agreement included a provision by which the
stated percentage Tigure can be adjusted to permit total disbwrsement
of' the credit.

(e) AI.D. Funds - $6.0 Million: The proposed A.I.D. loan
would be made to the GOJ which would maro the proceeds avallable to APC
for financing foreign costs iacurred in the United States, other A.I.D.
Geographic Code OWL countries, and local costs in Jordan.

GOJ, APC, IDA, and A.I.D. will consult further on the precise
terms under which the three sources of funds will be passed on Lo APC
by the GOJ, and the A.I.D, loan agreement will provide that such terms
must be acceptable to A.I.D.
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In the event that the Tull-scale production facility goes forward,
1t is expected that both the IDA credit and the A.T,D, loan would ve
included in the fiuanecial plan for the facility and that the terms under
wvhich these runds will now be made available to ATC by GOJ will be subject
to either conrivmation O renegotlation at that time,

Should the produetion facility not prove LTeaslble and not go forward,
APC would presumably be Liquidated and the question of terms to APC would
be mooted. In any case, the $0.0 million A.I.D, loan would be repaysble
by GOJ.

8. FEconomic Analysis: The present Project cannot be subJjected to
the normal economic analysis since its objective is to establish the
feasibility of a productive enterprise rather than to construet it,
Should a potash plant prove feasible, its economic impact on Jordan would
be considerable since it could result in adding gross foreign exchange
receipts on the order of $50 million annually to the trade balance and
would generate additional employment,

9. Repayment Prospects - In 1972 anad 1973, the average ratio of
debt service to the export of poods and services was 7.3 percent. This
ratio fell to about 5.8 percent in 197k due to a rise in exports and the
fact that Jordan's debt consists mainly of highly concessional financing
fram foreimm aid donors. It is not expected that the debt service ratio
will change substantially over the next five years. ‘his relative
stabilization in the debt service ratlo is prediecated on the anticipated
increased export or phosphates, other minerals and agricultural develop-
ments combined with a continuation ol the availability of concessional
loans. The Fropozed loan, considering the concessionary terms recomended
and the amount of the loan, vill have minimal impact on the debi service
ratio. See Annex 3 f'or further discussions on Jordan's balance of payvments,

10. Envirommental Analysis: "The test facilities (dikes and evaporag-
tion pans) will Lo constructed in an area which is not cultivated nor even
inhabited. o detrimental effects on the environmment are expected from
the test propranms ineluded in this Project. A complete asscscment of the
enviroumental. effcets of a full-scale operation will be part of the
feasibility study to be undertaken. (See Ttem 2.5.9, page 8, Amnex 1.)

V. IMPLEMENTATION

1. The Arab Iotash Company (APG): The project will Ve implemented
by APC through contracts with consultants and, for the construction of the
test dike and ponds, one or more civil works contractors. Information
about AI'C is given in Annex 2. Under the IDA Credit Agreement, APC
oblipgated itself to form a Project Implementalion Unit for the sole
purpose of administering the contracts necessary for the execulion of
the Project and of supporting the contractors! cfforts. The head of Lhat
wit is to be "an experienced and competent project manager acceptable Lo
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the Association". 1/ The staff of the unit is to include a chemical

engineer, a civil Ehgineer, an accountant and clerical staff. Should it

prove impossible to obtain professional staff with the required experience

in Jordan, then APC will retain a foreign advisor who would act as ownér's
representative and train the Jordanian staff until ArC and IDA agree that

such outside assistance is no longer required. 2/ The Project Implementation
Unit w1l also be responsible for monitoring pragress of the work, maintaining
time and cost schedules and for providing monthly reports to APC, the GOJ, )
IDA and A.I.D, The Project Manager will report to the Chairman of the

Board or a Board member designated by the Chairman. We believe that these
arrangements are adequate to ensure appropriate representation of APC in

the execution of the Project and good liaison between the APC and the
contractors.

2. TImplementation Schedule

(a) Loan

Authorization December, 1975
Loan negotiated & executed January, 1976
Implementation Letter No. 1

Issued January, 1976
Conditions Precedent met March, 1976
TD for requesting disbursing

authorizations December, 1977
Th for disbursement

(reimbursement ) March, 1978

(b) Project

Consultant contracts

executed November, 1975
Civil works contract

executed / March, 1976
Mid project review : January, 1977
Final feasibility report January, 1978

3. Selection of Consulting Engineer: The National Planning
Council (NPC) of the Government or Jordan issued a Request for Troposals
in November, 1974, to six firms or consortia of firms which had been
selected from & tolal of 45 firms which had expressed an interest in the
project. INPC had the benefit of advice and assistance from the UNDP/
World Bank Plamning Group resident in Amman in the initial screening
preceding issue of the Request for Proposals. The six firms invited to
submit proposals by March 8, 1975, were the following:

1/ Paragraph 30, page 12, IDA "Report and Recommendations of the President,
ete.,” dated June 6, 1975; Report No. P-1654-J0.

2/ TInia.
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--Jacobe ~Gibb, a collaboration between Jacobs Intemational
Incorporated,of Pasadena, California, and Sir Alexander Gibb &
Partners, of Reading, fngland.

--Garrett-Dumes & Moore troup, a collaboration between Garrett
Regearch & Development. Corporation, a subsidiary of Occidental
Petroleum, of LaVerne, California; Dameg & Moore, of Los
Angeles and San TFrancilsco, California; and Arthur o. McKece &
Co., of {uan Mateo, California.

--bvaporite Minerals Consortium, a collaboration between
Evaporite and Minerals Development Corporation, of Washington,
D.C.; Apriculiural and Industrial Minerals, Inc., of San
Carlos, California; Parsons Brinkerhoff, of New York, N,Y.;
and Swan VWooster, Inc., of Vancouver, B.C., Canada.

-=0ve Arup Consotrium, a collaboration between ( re Arup and
Partners, of London, England; Chemsystems, with offices in
the US. and U.K.; Technosel, an Ttalian firm; and Hazen
Research, of Golden, Colorado.

-=TAMS Consortium, a collaboration between Tibbett, Abbott,
McCarthy and Stratten (TAMS), of New York, N.Y.; Singmaster &
Breyer, U.5.A.; Behre Dolbear, U,S.A.; and Dar Al-Handasah,

a Lebanese group.

--Deutsche Trojekt tnion (DU), in collaboration with Agrarund
Hydro-Teehnik and Kalisaluz, o German group.

The Jovdanian Governmenrt appointed a special high-level committee
charged with the cvaluation of the proposals. A point rating scale developed
by the UNIP office in Amman was uced to arrive at a ranking of the technical
proposals. That cvaluation was followed by visits to the offices of the
four leading contenders and to projects for which they had previously been
responsible by o team of .Jordanian officials, accompanied by a representa-
tive of the World Pank and a consultant retained by the Jordenian Government
for this pwrpose. As a result of these exceptionally thorough investigations
into the qualification of the prequalified consortin, the NPC/APC selected -
the Jacobs-Gibb grouv. APM subsequenily negotiated a cost plus fixed fee
contract with Jacobs Tnternational Ticorporatced (Jacobs), Tor providing the
services described in Amuex 1,

thile Jucobs is responsible for providing the services,the
contract requires Jacobs to sub-contract portions of the work to Gibb and
Technical Services Organization (TS0), a Jordanian fiim. The total cost
of the Jacobs contract (including costs of the sub-contractors) is
$1.886 million equivaleut of which $1.542 million is forelgn exchange costs.
The contract between APC and Jacobs exccuted November 13, 1975, has beey
reviewed and approved by A.I.D, and IDA and found acceptable for A.I.D,
financing.
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Jacobs and jibb executed on dovember 13, 1975, & contract under
which Gibb is to provide services brimarily related Lo the design of civil
works including the lest dike. The total amount. of this cost plus tixed
Tee contract is #ho,000 of which F550,000 1s Toreign exchange costs. This
contract has also been reviewed and approved by A.I,D, and TDA and found
receptable Tor Ulnmnelr hy IDA.

Jacobs ind MO exeeuted a conbract In October, 1975, for TSO
to provide servicey primarily related Lo compiling meterological and
hydrolo;idiecal data and providing some lcelmical services in Jordan. Jacobs
is revising this contract which when re-cxecuted will be reviewed by A.I,D,
and IDA. The total cost of this contract is estimated to be JD 70,000
($210,000 equiv. .

I, Contracting for Civil Works: Pecause of the investigative
nature of the work,APC has not decided on a procedure for eentracting
for the civil works. If the work items can be defined sufficiently,
competitive bidding, may be possible. Tf the work items cannot be sufficiently
defined, then a prequalification, request for proposals, and a selection of
a contractor for a cost plus contract may be necessary. In either of the
two contracting procedures described above, it may be in the best interest
of' the project for APC to purchase certain items of const ruction equipment
for use by a conslruction contractor.

Where compet iiive selection of a construction contractor or
procurement of cquiprient by ARC ig contemplated, the procedures and rules
deseribed in ALT, D, Handbook 11, cowtry Contracting, will apply. Vhen
selection ol & contraclor on o pre-quulificution/proposul basis is con-
templated ALTLD, fonibool 11 wvill he uced ag a guide for ectablishing the
proper procedure to be followved.,

The civil woras contract will inelude both roreigm cxchange
and local cwrrency -.sts. ALT.D. expeets to finance such Toreion exchange
costs for a U.S, or Tude Wil cowntry contractor and to share financing
of the local currercy costo with the COJ. During discussions with ARC
and Jacobs, Jacobs hue indicated that a coce may cxist for proprietsry
selection of tho contracting fMm of Geovrge Wimpey and Company of London
("wimpey"). Wimpey was the contractor vho carried out the boring and soil
testing done uo part of the Teasibility o' ndy in 1906 and therefore hag
same knowled;e of the Troject site, Accerding Lo Jacobe, Wimpey also has
an especially ool soilg taboratory capavility, and they may be able ta
mobhilize quickl:,

However, A.I.D, has thus rar seen no hard evidence to indicate
Wimpey is wiquely qualified for thig Project or that qualified U.s§,
contractors are wnavilable, NPC, APC and Jacobs have been advised thmt
A.I.D. would review a proprietary selection request but that it would have
to be well docunented and convineingly made before A.I.D. would approve
such a request.
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since e Univted Zingdor would net be an elizible source
country, inarcing cf foreign exchanre wcetz of any contract wit! Yimpey
would reguir- ar ameniment o the loan authorization €0 as 1o include
Code 157 (United “ingdom), or sush foreign exchange costc wuld have to
be financed by the 10J. If, however, only loc cosis of the clvil works
contract arc to be financed by AT.D,, since Vimpey is an ineligible
source firm, such local cost Tinancing would require a waiver of A.T.D,
source orlgin requiraements, but not an smendment to the authorization,

All contracts for major construction services or equipment
will be approved by A.I.D.

2. Digbursement: Costs incurred after November 15, 1975, will be
eligible for financing. Eligible costs include equipment, material,
construction services and consultant services when incurred under approved
contracts and from eligible source countries. The costs of land, custcms duties
and taxes will not be eligible Tor A.I.D. financing.

Three couwrces of fwds are being used to finunce the estimated

$10 million costs of thigs project, It iz anticipated that all of ThA's

$1 million Credit will be expanded for foreign exchange costs of the consult-
Ang services. It is anticipated, wnless A.T,D, otherwice agreecs, that the
$6 million vrocveds of the AeL.D, loan will be used to finance the remaining
eligible foreipgn exchange costs of the consWlting and construction services,
and equipment procurement, as well as up to 25% of eligible local currency
costs. The $3 million cquivalent of Jordanian Dinars is expected to finance

he remaining 747 of the local cwrrency costo,

In the crant that total project cosbs run over the $10 million
presently estimatod. the lean agreement will require that GOJ provide the
additional nceded inmoing.

Actwal dicbursing arrancements will be detemined by diseussims
amonyt all partic: av soon as AI'C and its consultants have developed nro-
cedwes and more refived cost estimales for carrying out the investigative
construction wori.

Plebuwreanonts frem the proposed loan for dollar costs will be
disbursed utilizin;: the lelter of commi!ment rrocedur=, Locel currency
costs will be on o ceimbursement basis upon request f'rom GOJ. The exchange
rate for determining the dollar equivalent of the approved amount for
reimbursement in Jordan dinars shall be the highest rate of exchange at
which Jordanian dinars are sold for U.S. dollars on the date reimbursement
is approved. The rate of exchange used will be that established by the
Central Bank of Jordan.

6. Reporting Requirements: The objective of this project is the
final repert on the technical and cconomic feasibliity of the production
of potash utilizing brine from the Dead Ses. Regular progress reports
from AFC will be required so that A.T.D, will he aware of any problems
being encountered which might delay the final report. Shipping reports
will also be required.

After the consultants contract has been effective 12 months or
when project costs have reached $5 million,a preliminary assessment of
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the feasibility of constructing a cormercial production facility will
be made (See Amnex I, Section 2.k,).

AJI,.D.'s reporting requirements shall be coordinated with thosge
of the IDA in order to evold, as much as prossible, duplication of efforts,

VI. CONDITIONS I'RECEDENT AND COVENANTS

1. Conditions Precedent: In additim to the standard condit.ons
precedent, such aslegal opinion, borrower!'s repregentative, review and
approval of consultants, construction and procurement contracts, additional
conditions precedent will be included in the loan agreement as follows:

(a) The Borrower shall provide evidence satisfactory to A.I.D,
that all necessary rights-of-way, lend, and rights to utilize brine fram
the Dead Sea, have been acquired by the APC or will be made available to
APC by the ¢0J.

(b) Evidence satisfactory to A.I.D, that the APC has been duly
chartered and is in good standing under the laws of Jordan for the burposes
of implementing this Project as well ag constructing and operating g
commerclal potash producticn facility,

A.I.D. shall also be furnished & certification of the
customs dutieg and tax exemptions granted by GOJ to APC for the purposes
of implementing this project,

(c) Evidence satisfactory to A.I,D. tlat GOJ has satisfied
all conditions of effectiveness the IM. credit except the condition of
full effectiveness of A.I.D,'s loan.

(d) Evidence satisfactory to 4.I.D, that GOJ has made an
irrevocable commitment to provide APC with the equlvalent of up to $3.0
million for this project on terms and conditions acceptable to A.I,D,

(e) Approval by A.T.D. of the terms and conditions under which
GOJ shall make the proceecds of the A.I.D. loan and IDA credit avallable
to APC.

2. Covenants:

() The Borrower shall provide all authorizations or permilg
required by APC, its agents, consultents and contractors for lmplementing
the Project.,

(b) The Borrower agrees that gll rights, concesslons, and
privileges granted by the Borrower to APC will be provided end maintained
as required to complete this Project.
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e wrial dile weele have a varving crosu-scection

to Goeieraine tne o, tinua cros - scection from’

poloviour, L8 ocbserved by dustruuventatioa.  The desin

of T crusa-sveticon would tale Inte account L )
! ts on the cnisotropy of the

restults ol the loeu tes
Litcraooned strois tiv of the founcation soll,  The

LECTa e stres U of the dike site v dd be detorained
boicire conrrorien of the dibe o thae the dide cro- te
section cott e o varied for diticrent conditions o) .-
choss diventirations weuld donclude Yests ooy
cifterint slapigs to deteraine stront's in

coe tericental rlhnes and a counliteation of
beratory studies of misotro y,  Contrifu e medo]

2575 would oocarried out 1f stadics show that

.
t
(SR weula e owarg

o iriel Glee will oo located, if possitle, on e
Live of cne of tie ain diles,

r series of trials to rend:ir imn.
L !
!

2 lay thicker s21t undar the line of the wvain
di.rs, Thesz wy Le grouting irial. vaing the
tvn2s ol ronts wanoch ayplarsd prondsing, in the
@il s >

Crortests dnd oeny cothor srowting moterinlsg,
Oty sevbods ol roenling the dikes uhioch fvethor
ivveril-atinons  ay show Lo be aporepriate will o) se
ve Ltvosiizated, o test the ofildcacy of the trial
it why D2 nucovsary to conslruct‘:m cnbanient ever

t wroeasle arces winchoouia be done Tun rectan: uloyr
e diticrential head of Lrine coro be applicd
o Soetion and tha lostes noasurod,
2ulankimant wenld also be surcaar od
conciracst .o naterial vo test Lhat the
rovertaessf the salt lay.r bencath lod
crsely astected by the acthod adoptev,

LCnitioal core dviliing, so.l sangiins acd testiag
Lol o e tound te be onecessary frow 2,1,10,, porti-

ly testiing to establish Poundation critaria for

con.rol
-

strucaures, the pans, the watn dive Yio o,
site ond foir suitasility and locaticn of

aomstericls,

Well drilling and testinge that eay e found neces.ary
te ont . lish aquifer characteristics ot the Ghens hotld

ared,

Testin:, on tiue Listn beniusula cod faceciately of vt ore
te confiry the o tiaum intalie position, e enswre it
thire Ls no reeyceling, of eflfluents into the tnoaie.
inveatiate recent reports ol variatiou ol specitic
pravity of brine with d.pth ol waler ot various

intaie locations and wo such adaitionsl Jnvesti ations
&5 are neceasary.

Tests suould also be carried out to establish the
Leasibility of the brine canal a ony the wastern
shiore ol v+ Liton leninsula and possinle siltation
citects,
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contracting and analyze and report on the tendars rece;
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Tests to cuiablish the design criteria tor the
suprory ol the puianhcuse structures amd weirs

of tle © «d sen water on conecrcte ef different

Tochted Joongy the dilies,  Also tests en the ef. cct

mix Cesizns,

Auny other testing that may hie cconeaiecslly
carrica ozt Lo verify existin, as.uaplions,

for the carnaliite pans,

Tne conntruction of air-conditioncd offices cnid
4 canp Site Lor the personucl eaployed on tha
vorks which could be loter used for the nain
civil enzincering and plasl contracis.  The

construction of any necestary roads ard servic.os

including water supl: for this cawp.

~

fer inastance, trials for compacting salt bott e

Act s inginees fer the Prelimivary Jorks donidect, provide

a residoent site stall, Issuc all necessary inatvoctions

tu

th, contracter, measure, dnu aoreve ponthly and iinel cor-

tificates, closely ceoordinate the work on site with the

desicn tear requiremeinis Lo ensure that the corrcab re.oso:.

are acing acaleved and meniter the progress of viwe o

to report to the ouner,

Frepare, dos) uand supervise desipgn and ojevation of o

swll pilot plint to produce dauprogimately 160 {one
hun:.rozl) l:i, ol :.CL.

(a)
(b)

{c)
(d)

(c)

I'repare, Guesigzn and suncrvise construction of
1 TG ]
panc near lLasan,

Barvest cirnallite and ship otroad,

Operate test pans to produce reqaired cornsll i

Frerare <esion of noew cauipaent to supplement
extstine facilitics, install amd eperate suall
jilot - tant to produce 100 ke of LCL from Dead
Sea carnallite.

iackace sa ples of product Cor dewonstr: tion
purpotss,

e

Derailed trecess Desizn for Lthe solar Svararat Lon S

Ceaplete rrocess desicn for

which will irclude detailad analysis of tiwe eficot of

seasonal cvaporation rates,
wWiILY Be set T AT requirenents Tor- cach soction of
pan systen will be determined,

will be fixed and a detailed analvsis will be nade of
flow requirements as a tunction ol both time and scanona)l,
conviitions. A detailed aualysis of the race ol level
lucrease will be made,  Analyals ol the caone=e operating

methods and potash recoverics
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Initial operating Jevels
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finalize cvaporation rates
part of this progra By
.f;Latl'on:‘]' all be e_.tt.nl shead

4 facilities in suifficéent

rcn’as:o:mblu accuracy the
streans to e returned

poration pond systey,

.«'naLlon flew diagrams
en In sufficiant d(fl..-l,].
incer ing de. Lpn, carry
& to deturuine the sise
Yocess equipuent and

instruqent uxunccz 1!"

ayout dr;-mn' in €ulilicient
ion and "diks accens regquire -
inal pan cont Tpratisns and
ansfer systens,

y requireaents aw: do

and distribution layouls on
to nrocecd with eivii

vilt include proliminary
ton and wvater syaleas
arvesting syutem

Harvest \_;4 Lecin

Prepare preliminaey Gosip
ilarvester,  These will Lo
assess feasibilaty,

ns for prouposeco Carnaltite
in sullicicat detall to

A .
R
( ./‘l—" //{/‘,'111 '



ANNEX 1
Page 5 of § pages

,3,5, Evalucte pro oseg Carpully e GATVester vepgye
otiv r it hods urrently ung:, Frepere o
Frolinipary seceificatiion ol optrating pre-
cedure for the Rarvester selected,

2,3.3 nvaleate Carnallite ren conli: nration aid

detorainn Optimun pan size, This OB Aeq
Fan size wiil oe alfected by e iloje of
the lend, civil desipgn and harvvsting
fysten selected, ,»LT

K

2,34 o lrervare Prelisvinary Cesiyn of Hopveo- Sluery
i Posyaten,  This uig Lnclude e tied

of trantiert Lrom (he Harvester to tie hiore
SL sulsequent Perrdng svote oy, This i11

in sufficignt deteil Lo allay civiy
erlinceric. dosi o e Lrocecd;
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Freliminas.: Feasibility Sviluation:
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Huport on aunlysis and ostimateos of operating costsn,
preopereting anld sturt up expenso and traunsportation
and  gshipping custy,
Report on a proliinery market evaluation to detexrmine
matrketing arens and projected markot pricoua,

Roport on a preliminary oconemic analynis of the project,

Final Feaaibility E'u]uutioq

The foanibility evaluation requires that the project

Le defincd to the oxtent necdeod to devolop r1ealiatic
prelicinary estimates of capitul costa. A descrintion
will be prepared of the major featurns of the projoct,
the capacities chosen (of civil vworly, »rocessing and
associated facilities, and end products) wod the unday-
lvlng assumption of dike sections, canstruction me thods,
and major design charucteriastics, to convoy an adequanto
plcture of the najor features ol the preject and the
cettent to which major project parameters havoe boeon
dotermined or are te be dotermined. Thio will include;
the foll.ving preliminary desinn work for the vefinery
fazilities:

1) Prepuro process flow diagrams for the process units,
’ Alternate processes for tha nrocosaing plant will
have been cvaluated.

2) Prepare heat and material balajcoa for tho procean
units,

3) Prepare piping and instrumentation diagrams for
process units and utility systems.

4 Prepare selecied mechanical dravinga, layout dravings

7 Gy ¥ {;

and electricnl single-line dravingu.

5) Prepure overall plot plan of tho refining facilitjes,

A proliminery canital cout  estimate Tor Ltho plarnt foeci-

lities will be prevared, This will be combined with

information developed on the solar evoporation facilities

and other civil works to dovolop tho total capital cont.

A oreliminary timoe schodule will be vrepared showing
the proposed dates of the start and couipletion of the
critical elamenta of the project.

‘Devulopment of Oreratini Costs

To estimato normal operating costs, the following wiil
be performed :-

6) Develop a plant staffing roster.

7) Sunmarizo usages of chomicals and raw matcri&)s.

8) Tabulato usaszcs of purchnsod'fuel. water, and power.
9} Estimito raw matorinl pricos, utility costs,
10) Estimate salntonance cogts.
11) Estimato costs for taxes and insuranco.

1) Estinmato non-porsonnol ovorhoud contp such aa offico

supplivs, laboratory supplics, QUS A=Al VD aan
conmunications, travol ote.
13) Prroparo oporating cost ¢stimate. A
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Preover ting and Startep Expense

The preaperating B atartup exponso widl b ostimated
through the following activities:

1h) Duvelop preoperating hiring schodule.
15) Letinate other preoporating ciapendltures,

16) Estinate non-productive consmmaption of materinls and
viilities during startup period,

17) Estinate production scbhoedule during s, rtup poriod,

The following wilil bo carried out to dotermine and
ostimnte the costs of transnorting and shipping the
product:

18) Recumaend vahicles required for transportation
to Aaaba, .

19) Dovelop cost osfimntes for transportatian to Aaabna,

20) Recounend Port focilitios and ostimate port charges,

Market Yvaluaticn

The Tollowing will bLe investigated in cnrryilﬁ?ix careful
mariket evaluaticn.
2i) Global and regicnal supply and demand
22) Forocast wmarket pricos,
23) The competitive stalus with regavd to:
a) Production Costs
b) Product Quality

c) Trancportation Costw

Marketiv: Plan aind Company Structure

24) Davelop martetting plan and cests,

25) Dovelop proposed organizatien, staffing, and
structure ¢1 Arul Fotash Company.

Financinl anluntign

2¢) Estinzte working capitul
27) Devolop 15-year Operating I"lan -
a) Capital Yisbursements
b) Production Luantity
c) Inventory®Buildup
d) Sales Quantity and Prico
©) Salos Collections
28) Duvelop 15-ycar Incomns and Cash Flow satatcmonts -
a) Preparo statemonts on 100% cquity bisis.,
) Doveloyp Schedulo of interest and debt repayment,
c) Proparc statomonts on financod basis.
29) Dovulop 15-year balanco shoots (finnncod'bauiu).
30) Doturmino intornal rato of roturn -
n) 1006 equlty baais - roturn on total 1nv;lenuL.

", s - . s
T g

b) Financed basis ~ roturn on oquity,
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31)

32)
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Aunalyve diff'ercencos Letwoon financial and Jconowmic
chargey -

a) Identify applicadble situationsy
b) Estimate actual costs
c) Determine Aantornal profitnbi]ity

Analyasls of ot Yforelgn exchango carnin, s,

]_'_ntl.'_n.t_j_.'_\‘l_ A_i(it_j__qpil l'ro(iugkﬂ

£ brior asnessment will VLo wada of tho potentinl
Production of Hnuuosium, Sodium, and Hromine,

Tha

a)

Bound Iinai Renor g
—le onal Heno

followirng worlk vill be dncluded in this a4ssessinent s ..

Deteriine cerncentration of Mngnnsium. Dromine and
Sodiuvt presont in the plantg effluens,

Review current technology to detormine ity appli-
cability to the plant offluent.

Seloct processy nost likoly to ba suitable for
Processing the plant effluent.

Preparce crdor of magnitudo ectimates for processas
deened suitable ©of the production of Mﬂcnnnium,
Sodium un.i Bronine,

Make Yeccumendations concerning Tuture work to
extract these mincrals Srom the efflucnt brine.

~

!¢ ey SR
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Study  ang ovaluato by-product disposal mathods,
Study and ¢valuate air and witer pollution,

Study and cvaluate other ccolopgical finpacta,

A detailed i1 report will be FTepared covering all
aspects of the Projsct, The consultants shall mako
arrangenenis Ly discuas the dralt of this roeport for

ane

veel in Jordan vith the owjor oand NPC and o0 weels

in Wnshiugton, D.C. with the financing agencica,
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The Arab Potash Company

In 1956, the Governcent of Jordan, together with othar Arab govern-
ments and some private shareholders, founded APC to sponsor the potash proj-
ect. In 1958, the Government granted a 100-year concession to APC, giving
it exclusive rights for the extraction of potash and other minerals from Dead
Sea brine. APC's initially authorized capital was JD 4.5 million (Us$14.2
million) of which the founder govermments subyeTivRd and " fuiiy” paid for
JD 1.175 million. 1In 1962, the remainder of the shares was offered to the
public and about JD 2 million were subscribed. When project preparation
was halted after the June war In 1967, APC dismissed its staff except for a
small accounting unit. Private shareholders with 1,000 shares or less were
given the opportunity to return their shares at the original subscription
price. Present governmental shareholdings in APC are as follows: Jordan -
JD 500,000; Egypt, Iraq, Kuwait, and Saudi Arahia - JD 125,000 each; Lebanon
and Syria - 62,500 each; and Qatar - JD 50,000. 1In addition, about 460
private shareholders hold about JD 257,000. Total share capital amounts to
JD 1.432 million. APC invested 1ts funds in Governmental Dev-lopment Bonds
(JD 1.0 million) and bark deposits (JD 0.6 million). No dividends were paid.
Its Board of Diractors has five menbers, three, including the chairman, re-
present the non-Jordanian shareholders, two are appointed by the Government.
The chairman is President and Manager of the Arab Bank, Jordan's largest com-
merclal bank.
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Jordan Balance of P'ayments
1970-74

The balance of Payments improved by Jp 15 million (U,S. 48.0 million)

between 1970 and 1974, an increase of Jp 12 million (U.S, $38.4

million) was experienced in 1974 in spite of a fifty percent increase
expenditure for imports of foodstuffs (sugar, rice and fruits and vegetables)
and defense related commodity imports, Commodity exports almost tripled
over the past three years (1972-1974 ) vbut were still only a third of imports

Closure of the Suez Cenal in 1967 and the Syrian frontiers from 1970 to

1972 blocked nearly all exports to the West, and concentrated Jordan's
Toreign trade on the Arsb markets (72 percent of total commodity exports).
Temporary closure of the Lebauese-Syrian frontier in 1973 ang the October
1973 fighting in the Golan Heights slso hed edverse effects on export
expansion. Subsequent to cessation of warfare in 1973, domestic commodity
exports in 1974 increased almost threefold, from JD 19 million ($61 million)
to JD 50 ($160 million), In 1974, food exports accounted for about 25 percent
of total domestic commodity exports, Phosphate exports were growing steadily
up to 1969 yhen closure of the Syrian frontier combined with over supply

in woiid markets, reduced sales by one~third. By 1974 phosphate sales had
Lecovored and contributed 49 precent to domestic commodity exports. Other
industrial exports, primarily cement, comprise the balance of the domestic
comrodity exports. '

Over a live year period (1969-1973) food imports represented 29 percent of
the total trade deficit. In 1974 imports of food stulfs rose significantly
accounting for 40 percent of the trade deficit.

The streng improvement in the services account (Non-Factor Sources-net)
betwecn 1970 ang 1973 was initially the result of lower government spending
tbroad. However this was reversed drastically in 1974 angd ig the single
category most responsible for the deficit incurred in Services. Revenues
Jrem Tforeign travel elso grew in the 1970's end et Dresent is almos+ equal
to thce cxpenditures of Jordanians traveling abroad. The most important
improvarint in the non-trade current account was in worker's remittances
“hith increased from JD 4.7 millon ($47 milliepn ) in 1973 to gD 24 .1
million {§77.1 million) in 197k, equivalent to almost fifty percent of
comodity exports.

Foreimn AID
~-—_~—-.l.-——-__

Unrequ?ted official transfers amounted to JD 62 million {$198 millicn)
in 1974 or about a fourth of East Bank GDP, A large part of the inflow
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filters iswn into the gloncy through Jordan government salary Payments,

. 4t and steriards of living. These foreign currency
receipts finaznce the hizh level of imports. Before the 1967 war budget
SUpport came largely Zram the United States and Englend. The program was
gradually teing phased cub with the growing strength of the Jordanian
economy and stood at orly J3 8 million in 1966. The outcome of the 1967
war deprived the econcyy of the West Bank production and the GOJ of West
Bank tax revenues increasinzg at the sage time the need for defense ang
refugee relief expenditures. Under the Khartoum agreement of August 1967
Saudi Arabia, Kuwait and Libya made available JD 37 million in annusl
budget support. The United States and England meanwhile discontinued their
financiel support. In 1970, Kuwwait and Libya suspended their support, but
the less was almost completely offset by renewed support from the United
States and some help from other Arab states. In 1972 Saudi Arabia and the

United States both increesed their support. Kuwait Support was resumed ip
1973, (See Teble 2,)

The reneved Sovernment attention to econcomic development combined with
intensive project identification by the Govermment and foreign donors hag
led during the last three yeers to an increase in foreign development loans.
Disbursements of develorment loans increased from an average level of Jb 3
million in the 1967-71 vericd to avout JD 11 million in 1973. New compit-
ments rosc from JD 14 million in 1972 to JD 3C million in 1973. Such
commitments over the past three years were made by the United Kingdam
($33.4 millicn), Kuwait (324.2 rillion), Federal Republic of Germany ($34
wiilion), World Bamk {&2k.3 miilion) and the United States ($25 miliion).
Commitments Srom the foreizn lenders have been highly concessionary. At the
end of 1972 aversze intorest on the outstanding and disbursed public foreign
ail debt was 2 percent with a zrece period of 9 years and naturity of 31
vyewrs. Foreign loans contrscted in 1973-197h were also highly concessionary
§¢ thal the averase terms on conditions will Probably remain at 1972 levels.
Servicing costs on the tublic foreign debt (excluding military loans)
increased from $7.9 to 323.7 million, The ratio of debt service to export
of gnods and services raZjusted for transit goods, non-monetary goid
exports an:i capital revenues) was 7.3 percent in 1972 and 1973, Although
data for 197L are no- avellshl it is assumed due io the significant
increase ir exports, tha: £ t service ratio fell to between five and
31ix percent.

175

=

Considering the long grace reriod on new debt and expected increases in

the export of gocds and szrvices, particularly phosphate, Cement and
increased romittance revenue iror expatriate Jordanians, the debt service
ravio is wipected to remain stable over the next several years, Beyond

that tine earnings from phesphate end other exports will Probably grow at

& slower rite ~nd the debt service rate may start to rise. However, if the
ciport noteatial from mining, brocessing of minerals, and agriculture is alsc
stuccessfully developed than the debt service ratio to export earnings is not
expectoed to rige substantially over the longer term,
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TABLE 1: RALANCE OF PAYYENTS
1970~1974
(millions of JD's)

1970 197 1972 1973 193

mxport of ;oods f.o.b. 12 11 17 24 50
dnport of goods c.i.f. A 65 76 g5 108 156
Trade Balance =53 -65 -78 -84 <106
Non-ractor Services (met) ~5 -3 - 3 -9
Investment income (net) 6 5 3 5 7
Workers Kemi‘tances 6 5 8 15 24
Balance of Goods and Services -46 =58 =67 =61 - 84
Transfers ko 37 68 65 87
Current Account -6 -21 h L + 3
Private Capital (net) -1 - - -1 -1
Public Capital (net) 2 8 7 8 9
Cthers 3 2 1 2 1
Audition to Reserves -2 -12 9 13 112
Source:

Central Bank of Jordan, Monthly Statistical Bulletin, Vol. 11, No. 3, March, 1975
Tople 15,
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TABLE 2: PUBLIC FOREIGN AID RECEIPTS
1970-1974
(in millions of JD's)

Budget Support

70 70 92 193
3.1

34.9 .0 W7 s2.9

Saudi Arabia 14,0 15.0 22,7 14.4

Kureit 11.6 - - 8.5 } 38.7

Libya 6.6 - - -

Other Arab States - 2.9 0.2 0.8

U.SoA- - 1700 21;1 20.9 15.2
Budgeted Economic and '

Technical Assistance 2.4 0.5 0.4 0.3 0.3
Araeb Léague 2.1 0.3 - 0.2 N.A.
U.S.A. 0.3 0.2 0.4 0.1 0.3

Other Current Transfers 3.6 0,1 21.6 16.1 8.8
U.S.A - - LR 9.8 N.A.
U.N. Agencies 4,5 3.6 6.8 6.6 8.8
OtheI'S "0.9 -3.5 o. "003 N-A-
Development Loans (gross) 3.0 R 0.8 12.7 8.9
Saudi Arabie 0.5 0.4 - - -
Kuwait 0.3 0.3 0.7 1.0 1.0
U.S.A. 0.8 0.4 2.3 k.9 _
Germany (Fed. Rep.
of) 0.1 0.6 5.2 2.4 4,6
U.K. 0.3 1.8 1.3 1.6 0.2
IDA 0.1 0.2 0.8 1.3 1.5
Others 0.9 5.7 0.5 ~1.5 1.6
Total 42,1 44.9 7.8 71,7 70.9
Source:

Central Bank of Jordan, onthly Statistical Bulletin, March, 1975, vol, 1,
Ho. 3, Table 30,
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THE HASHEMITE KINGDOM

Al I ‘t’"“s]_" ,
OF JORDAN U‘:‘)‘m!‘ 5 mj
NATIONAL PLANNING - B}
COUNCIL bl o gl )
AMMAN Ol_&
TEL. 44466 — 44470
P.O.B. 555 £EEVe ~ g6 sl
Teleg. NPC — Amman 000 .o
Date .G /10/1975...... 2 H

dr. P, Simmons

AID

United States Embassy
Amman -~ Jordan

Dear Mr, Simmons,

Jordan Potash Project

I am writing to you on behalf of the Government of
Jordan to request a loan from the Government of the United
States ot America in the amount of US § 6 million to assist
in the financing of the technical, economic and financial
feasibility study and associated field and laboratory
trials for the Jordan Potash Project.

'T shall be most obliged if special attention is
given to this matter and the necessary steps are taken to

process this loan as soon as possible,

Yours faithfully,

cc: H.E. Minister of Industry and Trade
cc: H.E. Chairman of Board of Directors,

Arab Potash Company
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CHECKLIST OF STATUTORY CRITERIA

The following abbreviations are used:

FAA - Foreign Assistance Act of 1961, as amended,

FAA, 1973 - Foreign Assistince Act of 1973,

App. - Forezign Assistance and Related Programs Appropriation Act,
MMA - Merchant Marine Act of 1936, as amended,

BASIC AUTHORITY

1.  FAA § 103; § 104; § 105;
§ 106; 8§ 107, T3 Toan being made

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

b. - for population Planning or health; .

¢. for education, public administration,
or human resources development;

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

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

COUNTRY PERFORMANCE

Progress Towards Country Goals

2. TAA S203 (b) (5}, (7) & (8); § 208

A. Describe extent to which country is:

(1) Making appropriate efforts to Inapplicable,

1974,



increase food nroduction and
improve means for food s orage
and distribution,

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

(3) Increasing the public's role
in the developmenta] process,

(4) (a) Allocating available
budgetary resources to
development,

(5) Making economic, social, and
political reforms such as tax
collection improvements and

changes in land tenure arrangements

and making progress toward respect
for the rule of law, freedom of
expression and of the press, and

rec gnizing the importance of indi-

vidual freedom, initiative, and
private enterprise,

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

Inapplicable,

Inapplicable,

Inapplicable,

Inapplicable,

Inapplicable,



(7) Otherwise responding to the
vital economic, political, and

social concerns of its people, and
demonstrating a clear determination
to take effective self-help measures,

B. Are above factors taken into account
in the furnishing of the subject
assistance?

Treatment of U.S. Citizens and firms.

3'

FAA 8 620(c). If assistance is to a

government, is the government liable
as debtor or unconditional guarentor
on any debt to a U.S. citizen for
goods or services furnished or ordered
where (a) asuch citizen has exhausted
available legal remedies and (b) debt
is not denied or contested by such
government?

FAA & 620(e) (1). IF assistance is to

a government, has it (including govern-
ment agencies or subdivisions) taken
any action which has the effect or
nationalizing, expropriating, or other-
wise seizing ownership or control of
property of U.S. citizens or entities
benefically owned by them without
taking steps to discharge its
obligations toward such citizens or
entities?

FAA 8 620(0); Fisherman's Protective
Act § 5, If country has seized, or
imposed any penalty or sanction against,
any | .S, fishing vessel on account of its
fishing activities in international
waters,

a. has any deduction required by Fisher-
men's Protective Act been made? -

b. has complete denial of assistance
been considered by A.I.D. Administrator?
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Inapplicable,

Inapp]icable.

No such situation exists at this
time,

No such action has been taken

by the GOJ.

No such action has been tak
the GOJ. en by
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Relations with U.S. Government and Other Nations,

6. FAA § 620(a). Does recipient country fur- No.
nish assistance to Cuba or fail to take
appropriate steps to prevent ships or air-
craft under its flag from carrying cargoes
to or from Cuba,.

7. FAA B 620(b). If assistance is to The Secretary has so determined.
a government, has the Secretary of
State determined that it is not
controlled by the international
Communist movement?

8. FAA S 620(d). If assistance is for The proposed assistance 1s not
any productive enterprise which will for a productive enterprise.
compete in the United States with
United States enterprise, is there
an agreement by the recipient country
to prevent export to the United States
of more than 20% of the enterprise's
annual production during the life
of the loan?

~

9. FAA § 620(f). Is recipient country No.
a Communist country?

10, FAA § 620(i). Is recipient country No.
in any way involved in (a) subversion
of, or military aggression against,
the United States or any country
receiving U.S. assistance, or (b)
the planning of such subversion or
aggression?

1T, FAA 8 620(4). Has the country permitted,  No.
or failed to take adequate measures to
prevent, the damage or destruction,
by mob action, of U.S, property?

12, FAA 8 620(1). If the country has failed The GOJ has fnstituted such a
to institute the investment guaranty program,
program for the specific risks of
expropriation, in convertibility or
confiscation, has the the A.I.D. admini-
stration within the past year considered denying
assistance to such government for this reason?




13.

14,

15,

16.

17.

18.

FAA 8 620(n). Does recipient country
urnish goods to North Viet-Nam or
permit ships or ajrcraft under its
flag to carry cargoes to or from
North Viet-Nam?

FAA 8 620(q). 1s the government of
the recipient country in default on
interest or principal of any A.1.D,
loan to the country?

FAA 8 620(t). Has the country

severed dipTomatic relations with

the United States? I[f s0, have they
been resumed and have new hilateral
assistance agreements been negotiated
and entered into since such resumption?

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

arrears, wvere such arrearages taken

into account bv the AT N Administrator
in determining the current A.I.D.
Operational Year Budget?

FAA & 481. fas the government of
recipient country failed to tale
adequate steps to prevent narcotic
drugs and othar centrolled substances
(as defined by the Comprehensive Drug
Abuse Prevention and Control Act of
1970) produced or processed, in whole
Or 1in part, in such count., or trans-
ported through such country, from being
sold illegally within the jurisdiction
of such country to U.S. Government
personnel or their dependents, or from
entering the U.S, unlawfully?

FAA § 659, If (a) military base ig
Tocated in recipient ccuntry, and was
constructed or is being maintained or
operated with Ffunds furnished by u.s.,
and (b) U.S, personnel carry out
military operations from such base,
has the President determined that the
government of recipient country has
authorized requiar access to U,S.
correspondents to such base?
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No.

The GOJ has not been in default
in payment te the U.S. on any
FAA loan, '

The 60J has ‘not severed diplomatic
relations with the vu.s. -

The small arrears in certain
assessments were taken into account
by the Administrator in the 0YB,

No. -

No such base ig located i Jordan,



Military Expenditures

19.

FAA 8 620(s). What percentgge of

country budget is for military
expenditures? How much of foreign
exchange resources spent on military
equipment? How much spent for the
purchase of sophisticated weapons
systems? (Consideration of these

- points is to be coordinated with

the Bureau for Program and Policy
Coordination, Regional Coordinators
and Military Assistance Staff(PPC/RC).

CONDITIONS OF THE LOAN

General Soundness

20.

21,

FAA S 201(d).

Information and
conclusion on reasonableness and
legality (under laws of country
and the United States) of lending
and relending terms of the loan.

FAA 8 201(b)(2); & 201(e). Informa-
tion and conclusion on activity's
economic and technical soundness.
If loan is not made pursuant to a

multilateral plan, and the amount of the

Toan exceeds $100,000, has country

submitted to A.I.D. an application for
such funds together with assurances to
indicate that funds will be used in an

ANNEX 5
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(a) The GOJ allocated 33% of its 1975
budget to military purposes, both to
prevent internal threats and for
defense purposes. (b) The degree to
which Jordan's foreign exchange
resources are used to acquire military
equipment is unknown. (c) The GOJ has
recently acquired an air defense
system comprised of Hawk and Vulcan
missiles for which financing was
provided by friendly Arab countries.
(d) The GOJ is not diverting
development assistance to military
expenditures. (e)
military requirements for both
internal and external security, it is
our judgment that the GOJ is not
diverting its own resources to
unnecessary military expenditures.

Not Applicable.

Not Applicable.

economically and technically sound manner?

Considering Jordan's



22,

23.

24,

25,

nr

[V

FAA ' § 201(b)(2). Information and

conclusion on capacity of the country
to repay the loan, including
reasonableness of repayment prospects.,

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

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

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

FAA S 611(a)(2). If further legislative
action is required within recipient
country, what is basis for reasonable
expectation that such action will be
completed in time to permit orderly
accomplishiment of the purpose of the /1oan

FAA_s 611(e). If Toan is for fapital
Assistance, and all U.S. assistance to
project now exceeds $1 million, has
Mission Director certified the country's

. capability effectively to maintain and

utilize the project?

Loan's Relationship to Achievement of

Countryv and Fegiondl Goals

27,

EAA & 207: % 113, FExtent to which
assistance reflects appropriate emphasis
on:  (a) encouraging development of
democratic, econoimic, political and
social institutions; (b) self-help in
meeting the country's food needs: (c)
availability of trained manpower in the
country; (d) programs designed to meet
the country's health needs; (e) other
important areas of economic, political,
and social development, including in-
dustry; free labor unions, cooperatives,
and Voluntary Agencies; transportation
and communication; planning and public
administration; urban development, and
modernization of existing laws; or

(f) integrating women into the recipient

country's national economy,
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Not Applicable.

Not Applicable.

The assistance is intended to be
furnished for the sole purpose of
preparation of engineering, financial,
and other plans,

No further legislative action is
required,

The principal A.1.D. officer's A
certification is attached as Annex 6

Not Applicable,

improving



28,

29,

30.

31.

32.

33,

FAA 8 209, Is project susceptible of

execution as part of regional project?
If so, why is project not so executed?

FAA § 201(b)(4). Information and con-

clusion on activity's relationship to,
and consistency with other development
activities, ind its contribution to
reliable long-vange objectives.

FAA § 201(b)(9). Information and con-
olusion on wiether or not the activity
to be financed will contribute to the
achievenment of self-sustainipg growth,

FAA § 209. Information and conclusion
whether assistance will encourage
regional development programs,

FAA § Section 111. Discuss the extent
to which the Toan will strengthen the
participation of the urban and rural
poor in their country's development,
and will assist in the development of
cooperalives which will enable and
encourage greater numbers of poor
people to help themselves toward a
better life.

FAA § 201(f). If this is a project
Toan, describe how such project will
rromote tne country's economic deve-
-Jment taking into account the coun-
try's human and material resource
requirements and the relationship
betveen ultimate objectives of the
project and overall economic
development
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Not Applicable.

Not Applicable,

Not Applicable,

Not Applicable,

Not Applicable,

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

35. FAA § 281(b). Describe extent to which Not Applicable.
program recognizes the particular needs,

desires, and capacities of the people of

the country; utilizes the country's in-

tellectual resources to encourage insti-

tutional development; and supports civic

education and training in skills required

for effective participation in govern-

mental and political processes essential

to self-government,

36, FAA s 201(b)(3). In what ways does the Not Applicable.
3CTivity give reascnable promise of con-
tributing to the development of economic
resources, or to the increase of produc-
tive capacities?

37. FAA S 601(a), Information and conclu- Loan is for a feasibility study

sjons whether loan will encourage ef- and does not directly encourage the
forts of the country to: (a) increase efforts listed in this section of the
the flow of international trade; (b) FAA.

foster privite initiative and competi-
tion (c) encourage development and use
of cooperatives, credit unions, and
savings and loan associations; (d)
discourage monopolistic practices;

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



38,

FAA S 619.
1ndependent country; is it furnished
thrrough multilateral organizations or

plans to the maximum extent appropriate?

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

39.

ag

41,

42,

FAA § 201(b)(6).

extent to which U.S. commodities and
assistance are furnished in a manner

consistent with improving the U.S. ba-

lance of pavments position.

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

FAA § 601(b). Information and
conclusion on how the loan will
encourage 4,5, private trade and
investment abroad and how tt will
encourage private U.S. particimation

in forcign assistance nrograms (including

use of private trade channels and the
services of U.S. private enterprise),

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

If assistance is for newly

Information and can-
clusion on possible effects of loan on
U.S. economy, with special reverence to
areas of substantial labor surplus, and
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Jordan is not a newly indepehdent
country.,

Not App]jcable,

Not Applicable.

Not a major goal. Some possibigity
for future agrosindustrial development
and investment.

Yes.



43,

44,

45,

FAA 3 602. Information and con-

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

FAA § 620(h). Will the loan promote

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

FAA § 621. If Technical Assistance

is financed by the loan, informa-
tion and conclusion whether such
assistance will be furnished to
the fullest extent practicable as
goods and professional and other
services from private enterprise
on a contract basis., If the
facilities of other Federal agencies
will t> utilized, information and
conclusion on whether they are
particularly suitable, are not
competitive with private enter-
prise, and can be made available
without undue interference with
domestic programs.

Loan's Compliance with Specific Requirements

46.

FAA 8 110(a) 5 6 203(e). In what
manner has or will the recipient
country provide assurances that it
Will provide at least 25% of the costs
of the progranm, project, or activity
with respect to which the loan is to
be made?
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Sm&11 business will have an

opportunity to provide goods and
services,

No.

No technical aésistance 1s .expected
to be financed under this loan,

Not Applicable.



LY

48,

49,

50.

51.

52.

53.

FAA 8660. Will loan be used to
finance police training or related
program in recipient country?

FAA 5§ 114, Wi1l loan be used to pay
for performance of abortions or to
motivate or coerce persons to
practice aborticons?

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

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

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

FAA_ 8 604(a). Will all commodity

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

FPA § 604(b), What provision is made
to prevent financing commodity pro
curement in bulk at prices higher
than adjusted U,S. market price?
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No,

No.

Not Applfcable.

Not Applicable.

Not Applicable.

Yes.

No such procurement will occur
under this Loan.



54.

55.

56,

57.

58.

59.

60.

FAA § 604(d). 1If the cooperating

country discriminates against Uu.Ss.
marine insurance companies, will:the
loan agreement require that marine
insurance be placed in the United
States on cormodities financed by
the loan?

FAA § 604(e). If offshore procure-

ment of agricultural commodity or
product is to be financed, is there
Provision against such pProcurement
when the domestic price of such
commodity is less than parity?

FAA § 604(f). If loan finances a

commodity import program, will
arrangements be made for supplier
certification to A.I.D. and A L.D,
approval of commodity as eligible
and suitable?

FAA & 608(a). Information on
neasurces to be taken to utilize
U.S. Governwent excess personal
property in lieu of the procure-
ment of new items.

FAA § 611(b), App. § 10L. 1f loan
finances water or vdter-related
land resource construction project
or pregfram, is theie a benefit-cost
computiation made, insofar as
practicable, In accordance with

the procedures set forth ir. the
Memorandum of the President dated
May 15, 1962.

FAS S G11(c),
struction are to bhe financed, what
Provision will be made that they be
let on a competitive basis to
maximum extent practicable?

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

other scrvices, and foreign currencies

If contracts for con-
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Jordan does not discriminate against
U.S. marine insurance companiges,

Not Applicable,

The toan does not finance a commod{ ty
import program,

The loan agreement will contain
appropriate provisions,

Not Applicable,

The Loan Agreement shall so provide,

Jordan is not an excess currency
country. Jordan is financing

part of the local currency portion
of contractual and other services,



61.

62,

63,

064,

65.

66.

67.

68.
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owned by the United States are utie
lized to meet the cost of contractual
and other services.

Section 30 and 31 of PL 93-189

(FAA of 1973). Will any part of No.
the loan be used to finance

directly or indirectly military

or paramilitary operations by the

U.S. or by foreign forces in or over -
Laos, Cambcdia, North Vietnam, South
Vietnam, or Thailand?

Section 37 of PL 93-189 (FAA of 1973);

App, § 111. 'Will any part of this locan No.
be used to aid or assist generally or

in the reconstruction of North Vietnam?

FAA § 612(d). Does the United States Jordan is not an excess currency
own excess foreign currency and, Af country,

so, what arrangements have been made

for its relcasce?

FAA 8 620(p). What provision is there The 1oan agreement will contain a
arainst use ot subiect assistance to  provision 11m1t1n9 use of the funds
“egickbued Lwiero Jur expropriatcd or TOF USe on ine project.
nationalized property? '

FAA § 620(k). 1If construction of pro- No,
ductive enterprise, will aggregate

value of assistance to be furnished by
the United States exceed $100 million?

FAA § 636(1). Wiil any loan funds be No.
used to finance purchase, long-term

leage, or exchange of motor vehicle
manufactuved outside the United States,

or any guaranty of such a transaction?

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

App. § 105. If loan is for capital  The loan agreement shall so provide.
project, is there provision foi

A.I.D. approval of all contractors
and contract terms?



69.

70,

71.

72,

73.

4.

75.

76.

App. § 107. Will any loan fund~ be
used to pay UN assessments?

App. § 108. Compliance with regu-
lations on employment of U.S., and
local personnel, (A.I.D.
Regulation 7).

App. 8§ 110. Will any of loan funds
be used tc carry out provisions of
FAA € 209(d)?

App. & 112. Will any of the funds
appropriated or local currencies
generated as a result of AID assist-
ance be used for support of police
or prison construction and adminis-
tration in South Vietnam or for
support of police training of South
Vietnamese?

App. § 113, Describe how the
Cormitteo on Apprepriations of the

menare ana douse nave bpeen or willi be

notified concerning the activity,
program, project, country, or other

operation to be financed by the Loan.

App. § 501. Will any loan funds be
used for publiclty or propaganda
purposes within the United States’
not authorized by Congress?

App. § 504. Will any of the funds
appropriated for this project be
used to furnish pecroleum fuels pro-
duced in the continental United
States to Southeast Asia for use by
non-U.S, nationals?

MMA § 901.b; FAA § 640C.

(a) Compliance with requirement
that at least 50 per centum of the
gross tonnage of conmodities (com-
puted separately for dry bulk

ANNEX 5
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No.
The loan agreement shall contain a

provision to ensure compliance.

No.

No.

No.

No.

The loqn agreement shall contain a
provision to ensure compliance.



ANNEX 5
Page 16 of 16 pages

carriers, dry cargo liners, and
tankers) financed with funds made
aviailable under this loan shall be
transport>d on privately owned U,S, -
flap conmercial vessels to the
cxtent that such vessels are
available at fair and reasonable
raltes,
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
AMMAN — JORDAN

Sl Lo sl Y 38,
\;);)Yl-— s

CERTIFICATION PURSUANT TO SECTION 611 (e)
OF THE FOREIGN ASSISTANCE ACT OF 1961,
" AS AMENDED

I, Frederick F. Simmons, the principal officer of the Agency.
for International Development in Jordan, having taken into account,
among other things, the maintenance and utilization of projects in
Jordan previously financed or assisted by the United States, do
hereby certify that in my judgement Jordan has both the financial
capability and the human resources capability to effectively
maintoin and utili:e the capital assistance project, Jordan Potash.

Frederick F. Simmons
AID Representative

Date: October 4, 1975




DEPARTMENT OF STATE DRAFT

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D.C. 20523

A.I.D. Loan No,

Project No.

LOAN AUTHORIZATION

Jordan: Potash Production Feasibility Study Loan

Provided from: Foreign Assistance Act, Part II,
Chapter 4, ("Security Supporting
Assistance"), Section 532

Pursuant to the authority vested in the Assistant Administrator,
Bureau for Near East, Agency for International Development ("A.I.D."),
by the Foreign Assistance Act of 1961, as amended, (the "Act"),and
the delegations of authority issued thereunder, I hereby authorize
the establishment of a loan (the "Loan"), pursuant to Part II,
Chapter 4 ( Security Supporting Assistance), Section 532 of the
Act, to the Government of Jordan, (the "Government"), of not to
exceed Six Million United States Dollars ($6,000,000) to assist

in financing the foreign exchange and local currency costs of an
economic, technical, and financial study of the feasibility of
construction of a potash production facility in Jordan based on
Dead Sea brine. The Loan shall be subject to the following

terms and conditions:

1, Interest Rate and Terms of Repayment

The Loan shall be repaid in United States Dollars by the
Government within forty (40) years after the date of the first
disbursement thereunder including a grace period of not to exceed
ten (10) years from the date of the first disbursement, The
interest on the unrepaid balance of the Loan shall accrue from
the date of the first disbursement at the rate of two percent

2%) per annum during the grace period and at the rate of three
percent (3%) per annum throughout the remaining 1ife of the Loan,
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2, Other Terms and Conditions

In addition to the standard requirements of a legal opinion
from the Government, appointment of representatives and review
and approval of contracts, the following terms and conditions
shall apply:

a.

c.

e.

Unless A.I.D, otherwise agrees in writing, services,
equipment and materiats financed under the Loan shall
have their source and origin in countries included
in A,I.D. Geographic Code 941 and in Jordan,

Evidence satisfactory to A.I1.D, that all necessary
land, rights-of-way, and rights to utilize brine from
the Dead Sea have been acquired by the Arab Potash
Company ("APC") or made available to APC by the
Government,

Evidence satisfactory to A.I1.D. that APC has been
duly chartered and is in good standing under the
laws of Jordan and has full authority to carry out
the Project and to operate a commercial potash
production facility.

Satisfaction by the Government of all conditions of
effectiveness of the $1.0 million credit from the
International Development Association ("1DA")
(except for the condition of full effectiveness of
the A.I.D, Loan).

Formal commitment by the Government in form and
substance satisfactory to A,I.D. that the Government
will make up to $3.0 million dollars (equivalent)
available to APC for the Project.

Approval by A,I.D, of the terms and conditions on
which the Government will make the proceeds of the
A.I.D, Loan and IDA credit available to APC,
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9.  Such other terms and conditions as A.1.D, may
deem advisable,

Assistant Administrator
Bureau for Near East

Date
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NARRATIVE LOGICAL FRAMEWORK

The Goal of the project, assuming the feasibility study results
Justify investment and implementation of a full scale potash project,
is to contribute to increased employment, output and foreign exchange
earnings by the Jordanian mining sector. The Purpose of the project is
to develop the economic, technical and financial information necessary
for determiration of the appropriate investment decision in respect to
construction and operation of an approximately one million ton per year
muriate of potash production facility. The principal project Output
will be the results of the feasibility study to be prepared by the
consultant based on his evaluation of the test dike and pilot solar
evaporation system to be constructed at the project site. The
principal Inputs in addition to the above-mentioned test and pilot
facilities are the services of an A/E firm to design and supervise
construction of the facilities, and the acquisition of land by the
owner. The underlying Assumption to the completion of the Zfeasibility
study and the construction of a commercial facility, if proven

feasible, 1s the continued presence of security in the Middle East.



