THE PRIME MINISTER 2 February 1981

KI){,‘W L;:.rcL LV{J‘O(,O\

Thank you for your letter of 16 January. I was very
encouraged to learn of your company's success in negotiating
the Protocol on the East Bank Cairo Sewerage project. My
colleagues and I entirely share your view that we should be able
to capitalise on our substantial aid commitment to the maximum
advantage of Cairo's citizens and British companies. It is for
this reason that both John Biffen and Neil Marten are taking a
close personal interest in it.

Since you wrote, Neil Marten has visited Egypt and discuséed

the project with Minister Kafrawi. I am pleased to tell you that

as a result of these discussions work will now begin on draft
agreements covering both the aid and commercial elements in the East
Bank project in the hope that these can be signed when the Minister
visits London next month. I understand that officials are already
in touch with you about British Wastewater's request for ECGD cover
which, as you know, requires further discussions, and more generally
on the structure and the timing of the project.

I appreciate the political significance of the project to
Minister Kafrawi and I hope therefore that his visit to London will be
successful. But I do not think that it is going to be possible for me

to see him personally.

The Lord Selsdon
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Greater Cairo Wastewater Project

Thank you for your helpful letter of 2nd February.

We are all most grateful for the interest you have

shown.

M. =

—

Selsdon

Registered in England no 1461849 at
17 Throgmorton Avenue London EC2N 2DD
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Dear Moo,
You asked for advice on Lord Selsdon's letter of 16 January about

the efforts of British Wastewater Limited to win a major contract
to modernise the Cairo sewerage system.

Both my Secretary of State and the Minister of Overseas Development
regard the efforts of this consortium, to capitalise on the £50 million
bilateral aid commitment for this project by securing substantial
additional business of at least £150 million sterling,as potentially
an extremely helpful development. Mr Biffen and Mr Marten discussed
this project before lir Marten's departure for the Aid Donors
Conference in Aswan last week and agreed that while HMG should not
make the award of a major commercial contract a condition of the
provision of bilateral aid, the primary objective should be to secure
an inter—governmental agreement with the Egyptians committing them

to place all the foreign content for the work on the East Bank with
British suppliers. I understand that Mr Marten was able to make
encouraging progress towards this objective during his discussions
with the Egyptian Minister for Reconstruction. As a result,
Departments will now be considering the provision of commercial cover
for this project and commencing work on a draft inter-governmental
agreement for signature during the Minister's visit to Britain in

the middle of March. Unless events take a very unusual turn, we will
not be recommending that the Prime Minister should herself see Mr
Kafrawi.

I am copying this letter to Roderick Lyne (Foreign and Commonwealth
Office) and Sue Unsworth (Overseas Development Administration).

\/ours eveN,

\cholas M lnnes

Nicholas McInnes
Private Secretary




T LETTER TO BE SENT BY THE PRIME MINISTER

Lord Selsdon

Chairman

British Wastewater Limited
Suffolk House

Laurence Poutney Hill
London EC4R OEU

Thank you for your letter of 16 January. I was very encourage

to learn of your company's success in negotiating the Prot

the East Bank Cairo Sewerage project. My colleagues ang”1 entirely
share your view that we should be able to capitalise dn our
substantial aid commitment to the maximum advant of Cairo's
citizens and British companies. It is for thig/reason that both
John Biffen and Neil Marten are taking a clogé personal interest

in it.

Since you wrote, Neil Marten has visited Egypt and discussed the
project with Minister Kafrawi. I pleased to tell you that as a
result of these discussions work,ﬁill now begin on draft agreements

covering both the aid and commefcial elements in the East Bank
project in the hope that the can be signed when the Minister visits
TLondon next month. I underftand that officials are already in touch
with you about British Wagtewater's request for ECGD cover which, as
you know, requires further discussions, and more generally on the
structure and the timi of the project.
/

I appreciate the political significance of the project to Minister
Kafrawi and T P ﬁh&ﬁe/n;m 1:23.2 }213 i sitkt&ﬁa?gg%\-wi& }p%“ lm}
successful. I personally.
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CAIRO WASTEWATER

In the course of my visit to Cairo last week I called on Mr Kafrawi,
who as Minister for Reconstruction, Housing and Land Reclamation has
responsibility for the Cairo Wastewater project.

As we agreed at our meeting on 16 January, I referred to the protocol
which Mr Kafrawi has signed with Lord Selsdon's consortium promising

to award to British firms contracts on the East Nile project for which
UK commercial finance is forthcoming. Mr Kafrawl readilv agreed to

ry suggestion that we should sign a formal inter-governmental agreement
confirming the agreement set out in this protocol, and indeed
volunteered the suggestion that we should provide him with a suitable
draft. My officials will be in touch with yours about this.

I am sure you will agree that this is a very satisfactory outcome,
and confirms that we were right to decide not to try to press the
Egyptians to accept formal conditions making our £50 million loan
dependent on the award of further contracts.

Copies of this go to the recipients of your letter to Peter Carrington
of 16 January. }

NEIL MARTEN

The Rt Hon John Biffen MP
Secretary of State for Trade

CONFIDENTIAL
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CONFIDENTIAL

SECRETARY OF STATE FOR TRADE

Cairo Wastewater

i On my return from Egypt I have seen your exchange of
letters with Neil Marten about this project and the record

of your discussion in the House on 16 January.

2% I quite understand your concern about arrangements

to ensure that the contracts for the Cairo Wastewater
project which are to be financed from commercial credit
should be placed in the United Kingdom, but I am very glad
to see that agreement has now been reached that this should
be done without the imposition of formal conditionality on
our aid offer of £50 million. Neil Marten will be pursuing
this issue during his visit to Egypt. There will now be no
need for the matter to be referred to the EX Committee.

3. I am sending copies of this minute to the Prime
Minister, Geoffrey Howe, Neil Marten and Sir Robert Armstrong.
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(CARRINGTON )

Foreign and Commonwealth Office

21 January 1981
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19 January 1981

The Prime Minister has asked me to thank
you for your letter to her of 16 Januzry. Your
letter is receiving attention and a substantive

reply will be sent as soon as possible.

MICHAEL ALEXANDER

The Lord Selsdon
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10 DOWNING STREET

From the Private Secretary 19 January 1981

I enclose a copy of a letter which the
Prime Minister has received from Lord Selsdon.
I should be grateful if you could let me have
a draft reply which the Prime Minister might
send to Lord Selsdon. It would be helpful if

your draft could reach me by close of play on
Weggg§dgx 28 January. I do né¥t Think Ehe Prime
Minister would wish to receive Mr. Kafrawi unless
the arguments were very strong indeed.

I am sending copies of this letter to
Francis Richards (Foreign and Commonwealth Office)
and Sue Unsworth (Overseas Development Administra-
tion).

Stuart Hampson, Esq.,
Department of Trade.
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The Rt.Hon. Margaret Thatcher, MP 16th January 1981
Prime Minister

10 Downing Street
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You may recall that at the lunch you gave for the Vice President
of Egypt last September, we discussed amongst other things trade
cooperation and Egypt's Development Plan.

With so much talk of gloom and despondency, I thought you might
like to know that there is now a very good chance indeed of the
United Kingdom winning the contract for the new sewerage system
in Cairo, which could in due course be worth several hundred
millions of pounds.

This particular company was formed specifically to coordinate
British efforts on this project and we were fortunate enough

to sign the attached Agreement with the Egyptian authorities

and the Minister concerned, who at the time referred to the
goodwill generated during the visit to London of the Vice President.

The United Kingdom had promised a substantial amount of aid for
this project and we are working closely with Government
Departments to try and maximise the size of the order which
could be placed with British companies.

We hope very much that for once, by skilful use of aid and credit
facilities, we will succeed in an area where all too often we

lose out to our foreign competitors, who seem more pragmatic in
their approach to cooperation between government and industry,
when bidding for overseas projects.

The Egyptian Minister responsible, Minister Kafrawi, is very
eager to sign all relevant agreements in London as soon as the
British side is ready. In view of the political and economic
significance of the project, I wonder whether you yourself would
be willing to spare a few moments to see him.

3 r_b
b, AR

Selsdon

Enclosure Registered in England no 1461849 at
17 Throgmorton Avenue London EC2N 2DD




DATED S, Y

PROTOCOL

relating to

THE EAST BANK OF
CAIRO WASTEWATER PROJECT

>
7

between

GENERAL ORGANIZATION FOR SEWERAGE
AND SANITARY DRAINAGE
Ur THE ARAB REFULLIC OF ECTPT

BRITISH WASTEWATER LIMITED
OF THE UNITED KINGDOM




GENERAL ORGANIZATION fQR SEWERAGE AND SANITARY DRAINAGE (GOSSD)

and BRITISH WASTEWATER LIMITED (British Wastewater) recognising
the desire of the Governments of the Arab ﬁepublic of Egypt and

of the United Kingdom to co-operate in the early implementation

of the project known as the Greater Cairo Wastewater Project

(The Project), acknowledging the Protocol signed by the Anglo-
Egyptian Joint Commission on 8th:0ctober 1980, and considering

the recommendations of AMBRIC, the consultants appointed by GOSSD,
do hereby agree that, subject to satisfactory aid agreements being
entered into between the appropriate Egyptian and British govern—
.méntal agencies and to the arrangement ofAthe Export Credit finance
roferred to in paragraph 3 below:-— :

1. GOSSD, in accordance with specifications and the documents pre-
pared by its consultants and in conformity with the rules and regu-
lations in force, shall award contracts (within the amount of finan-
cing and aid provided by UK agencies and or guaranteed by ECGD) re-—
lating to that part of the Project known as the "East Bank Project”
to suppliers qnd contractors from the United Kingdom working where
relevant with aﬁpropriate suppliers and contractors from the Arab

Republic of Egypt.

2. The procurement of equipment, goods and services for the East
Bank Project from United Kingdom shall be in a manner which complies
with all British aid and Export Credit finance terms and with the
terms applied by GOSSD and including competitive tenders against

documents prepared by GOSSD.

3 British Wastewater voluntarily will seek to arrange an Export
Credit facility from the United Kingdom for that part of the project and
for that portion of the foreign currency cost not covered by other

aid agreements.




It is understood that the loan would be for a period of 10 years

and at a concessionary rate of interest (currently 7% per cent

per annum) which the British Export Credit Guarantee Department

shall determine to be appropirate for such export credit at the

time the applicable East Bank contracts are awarded. The terms

of making available such Export Credit finance will include an un-—
dertaking from the appropriate Egyptian authorities that Egyptian.
currency will be available from those authorities in order to finance

the costs of the Egyptian element of the East Bank Project.

4. British Wastewater working in close co-operation with GOSSD,
USA and British interests involved in the Cairo Sewerage Project,
if so requested by GOSSD will assist in the arranging of wRatever
additional services and finance may be necessary to ensure the

implementation of both East and West Bank Projects at an early time.

5) Neither GOSSD, the government of Egypt, nor any other Egyptian
agency shall be responsible for the payment of any fees to British
Wastewater or the reimbursement of any expenses which British Waste-
water might incur, and British Wastewater shall not be responsible

for reinbursezent of any expenses incuirea by COR8D

SIGNED in Cairo “ day of‘Q:ZDJ*»E%r 1980.

(\733‘\"'3(-\ LD.\,;\‘L\;.;.C: Lictan

Provided t the British Wastewater Limited submits a legalized

copy of its registration.




