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25/04/1418
29708/1997

The Ministry of Foreign Affairs {Economic and Technical
Cooperation Department) of the Sultanate of Oman presents its
compliments to the Embassy of Japan in Muscat (office of H.E.
the Head of the Mission), and has the honour to request the
Government of Japan represented by the Japan International
Cooperation Agency (JICA) to conduct the feasibility study
of the Steel Complex Project in Salalah.

The Ministry avails itself of this opportunity to renew
to the Embassy of Japan Lthe assurances of its highest
consideration.
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i INTRODUCTION

In response to the request of the Government of the Sultanate of Oman
(hereinafter referred to as “the GOS"), the Govemment of Japan decided to
conduct the Feasibility Study on the Direct Reduction Plant Based Steel
Complex Project (hereinafter referred to as “the Study”) in accordance with the
relevant laws and regulations in force in Japan.

Accordingly, the Japan International Cooperation Agency (hereinafter
refered to as “JICA"), the official agency responsible for the implementation of
the technical cooperation programs of the Government of Japan, will undertake
the Study in close cooperation with the authorities concerned of the GOS.

The present document sets forth the scope of work for the Study.

" OBJECTIVE OF THE STUDY

The objectives of the study are to conduct a feasibility study on
installation of a new direct reduction plant based steel complex in Salalah
including the definition of the requirements for the construction of the plant
particularly in terms of the development of infrastructure and provision of utilities.

Hi SCOPE OF THE STUDY

1. Review of the background of the study and national policy
1-1. Present situation of macro economy

1-2.  Present situation of sociat environment

1-3. Present situation by industrial sector

1-4. National development plan

1-5. Development ptan by industrial sector

1-6. Development plan of social and economic infrastructure
1-7.  Environmental policy and regulations

2. Market Study

2-1.  Present situation and past trends of steel demand

2-2.  Present situation of intemational steel market

2-3. Situation and prospect of raw materials and energy supply
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3-1.
3-2.

Product transportation and distribution system

Supply and demand forecast of steel products

{1) Demand forecast of stee! products in each industrial sector

(2) Prospective supply of steel products on mid-term and long-term basis

(3) Import and export of steel products including definition of assumed
raw material prices for the proposed project, prices for the envisaged
product mix, and definition of assumed FOB prices for the proposed
project and relevant transportation cost

(4) Key target market {local, regional and intemational)

Expected needs for production capacity and product mix of the plant.

Study on the applicable technology for iron and steel making process in
conformity with the circumstances.

Required raw materials and utilities for iron and steel making processes.
Requirement for the infrastructure and utilities of the suggested process
(1) Transportation (road, port and port facilities)

(2) Electricity

{3) Water

(4) Tele-communication

(5) Natural Gas

(8) Other infrastructure (township, hospitals, schools, etc.)

Study on the proposed site for steel production ptant
Location and Topography of the proposed site
Infrastructure and utilities of the proposed site

{1) Transportation (road, port and port facilities)

(2) Electricity

(3) Water

(4) Tele-communication

(5) Natural Gas

(6) Other infrastructure ({ownship, hospitals, schools, etc.)
Procurement of raw materials and fuels

Avaitability of iabor

Conceptual study for the steel plant
Optimization of production capacity
Product mix :
Raw materials and energy conditions
Process flow

Major production facilities

Plot plan {General layout of the plant)
Implementation schedule



7.2

7.3

8-1.
8-2.
8-3.

9-1.
9-2.
g-3.
9-4.
9-5.

Alternative plans

Requirements for infrastructure and utilities

Requirements for infrastructure development and its development plan
(1) Transportation (road, port & port facilities)

(2} Electricity

(3) Water

(4) Tele-communication

(5) Natural Gas

(8) Other infrastructure (township, hospitals, schools, etc.)
Requirements for utilities prices

(1) Transportation (road, port & port {acilities)

{2) Electricity

{3) Water

{4) Tele-communication

{5) Natural Gas

Tatal development cost requirements

Plant related infrastructure including raw material and finished products
handling facilities

Plant construction

(1) Plant and equipment

{2) Vehicles and auxiliary equipment
{3) Civil works

{4) Pre-operating expenses

(6) Any other capital costs

Plant operation including working capitat

Requirements for regulatory arangement
Incentives for industrial projects
Incentives for foreign investment
Taxation

Production cost analysis
Oxide peliet

Auxitiary materials
Utitities

Labor

Other cost and expenses



10. Recommendation for smooth implementation of the plant
10-1. Plant and corporate management

10-2. Manpower development, numbers and respective fields
10-3. Distribution system

11.  Financial scheme

11-1. Equity-debt ratio

11-2. Suggested sources of finance

11-3. Suggested conditions of finance

11-4. Availability of loans for industrial development
11-5. Regulation for foreign currency transactions

12.  Project implementation schedule
12-1. Steel plant

12-2. Plant related infrastructure

13.  Impact on environment
13-1. Air

13-2. Water

13-3. Dust

13-4. Noise

13-5. Wastes

14. Evaluation

14-1. Financial analysis

14-2. Economic analysis

14-3. Impact on environment and society

15.  Overall conclusion and recommendations
v WORK SCHEDULE
The Study wil! be carried out in accordance with the attached tentative

work schedule.

\' REPORYS

JICA shall prepare and submit the following reports In English to the GOS
in accordance with the attached tentative work schedule.
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Ten {10) copies of the Inception Report
Ten {10) copies of the Progress Report |
Fifteen (15) copies of the interim Report
Ten {10) copies of the Progress Report |
Twenty (20} copies of the Draft Final Report
Thirty (30) copies of the Final Report

UNDERTAKINGS BY THE GOVERNMENT OF THE SULTANATE OF
OMAN

To facilitate smooth conduct of the Study, the GOS shall take the
necessary measures :

To secure safety of the Japanese Study Team (hereinafter referred to as
‘the Team®).

To permit the members of the Team to enter, leave and sojourn in the
Sultanate for the duration of their assignment therein, and exempt them
from alien registration requirements and consular fees.

To -exempt the members of the Team from taxes, duties and any other
charges on equipment, machinery and other materials brought into, and
out of, the Sultanate for the conduct of the Study

To exempt the members of the Team from income tax and charges of any
kind imposed on, or in connection with, any emoluments or allowances
paid to them for their services for the implementation of the Study.

To provide necessary facilities to the Team for remittance as well as
utilization of the funds introduced into the Suitanate from Japan in
connection with the implementation of the Study.

To try to secure permission for entry into private properties or restricted
areas for the implementation of the Study.

To secure permission for the Team to take all data and documents
including photographs and maps related to the Study out of the Sultanate,
where it does not conflict with any prevailing rules or regulations or
breach any confidentiality obligation.

To provide medical services as needed. Its expenses will be chargeable
on the members of the Team.

The GOS shall bear claims, if any arise, against the members of the
Team resuiting from, occurring in the course of, or otherwise connected
with the discharge of their duties in the implementation of the Study,
except when such claims arise from gross negligence or willful
misconduct on the part of the Team members.

The Ministry of Commerce and Industry shall act as a counterpart agency
to the Team and also as a coordinating body in relation with other
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governmental and non-governmental organizations concemned for the
smooth implementation of the Study.

4. The Ministry of Commerce & Industry shall, at its own expense, provide

the Team with the following in cooperation with other organizations
concerned :

4-1. Available data and information related to the Study
4-2. Counterpart personnel

4-3. Suitable office space with necessary equipment in Muscat
4-4. Credentials or identification cards

Vii  UNDERTAKINGS BY JICA

For the implementation of the Study, JICA shall take the following
Measures ;

1. To dispatch, at its expense, a series of study teams to the Sultanate

2. To pursue technology transfer to the Omani counterpari personnel in the
course of the study '

vill OTHERS

JICA and the Ministry of Commerce and Industry shalt consult with each
other in respect of any matters that arise from, or in connection with, the Study.
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STEEL COMPLEX PROGRAMME

Arrival at Muscat by GF 158

Fri - 19/9997 | 21.40
Sat - 20/9/97 9.00 Courtesy call to Dr. Hamed Al Dhahab - D.G.L.
11.00 Courtesy call to Director General of Ports
Sun - 21/9/97 9.30 Negotiations with the concerned authorities at MCi
1. Ministry of Devetopment
2. Ministry of Communication
3. Ministry of Electricity & Water
4. Ministry of Petroleum
5. Sultan Qaboos University
6. Ministry of Foreign Affairs
7. Ministry of Finance
Mon - 22/9/97 Trip to Salalah
11.30 Depariure to Salalah
18.15 Return from Salalah
Tue - 23/9/97 9.30 Negotiations with Omani Team at MCI
16.30 Courtesy call to H.E. Yousef Bin Alawi Abdalla
Wed - 24/9/97 7.30 s Signing of Scope of Work at MCI.
8.00 » Courtesy call to H.E. Magboo! Ali Sultan -
Minister of MCI _
8.00 + Courtesy call to H.E. Awadh Bin Badar Al
Shanfari
12.00 o Courtesy call to H.E. Mohd. Moosa Al Yousef
17.00

+ Courtesy call to H.E. Mohd. Zubair
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The Japanese Preliminary Study Team (‘the Team®) organized by the Japan
International Cooperation Agency (JICA) headed by Akinobu YASUMOTO,
visited the Sultanate of Oman from September 19 to 25, 1997 for the purpose of
discussing the Scope of Work for “the Feasibilily Study on Direct Reduction
Plant Based Steel Complex Project’ (“the Study”).

During ils stay in the Sultanate, the Team had a series of meetings with the
authorities concerned of the Government of the Sultanate of Oman (‘the GOS”).
From September 20 to 24, meetings were held between the Team andthe

representatives of the Ministry of Commerce & Industry and other related
Ministries.

This Minutes of Meeting summarizes the discussions and agreements reached
between the parties concermned with regard to the Study and should be read in
conjunction with the Scope of Work dated September 24, 1997 and the minutes

which were signed between Omani and the project team of JICA dated June 28,
1997.

1. Both sides agreed that the Study should give emphasis on the following :

a) survey of prospective demand and supply for steel products which the
establishment of the-new steel complex in Salalah (“the Project’) is to
produce and corresponding appropriate plant capacity, along with estimation
of the construction cost and financial and economic analysis for the Project.

b) analysis on the needs and requirements for necessary infrastructure related
to the Project and the estimation of their construction cost.

c) recommendation for effective management of the Project, including the

Project implementing body, financial arrangements, recruitment of labour and
their training, etc.



2. Both sides agreed that the target areas that are covered by the marke! study
will be the key local, regional and intemational markets,

3. Omani side exptained that the key related infrastructure requirements for the

Project will be discussed within the higher authorities, if the Project is
approved to be feasible.

4. Omani side stressed the importance of port & port facilities with regards to
the Project, and informed that Omani side would by itself commission a study
for making the land use plan of the Raysul Port area in QOctober or
November, 1997. Omani side requested Japanese side to keep the two
studies closely interfaced. Japanese side agreed on the importance of the
connection of the two studies and agreed th__at the steering committee and
JICA will try to keep the two studies closely connected, through the Embassy

of Japan in the Sultanate andfor the Japanese consultant team (“the
Consultant Team”).

5. Both sides agreed to establish the steering committee for the smooth
implementation of the Study. The committee might consist of, the Ministries
of Commerce & Industry, Foreign Affairs, Development, Communications,
Petroleum & Minerals, Water & Electricity and Higher Education. Omani side
stated that the steering committee would be chaired by the representative of
the Ministry of Commerce & Industry and the secretarial work would be
carried out by the Ministry of Commerce & industry.

6. Omani side requested that the inception, the interim and the draft final
reports would be submitted to Omani side two weeks prior to the arrival of the

Consultant Team so that Omani side would be able to examine the reports.
Japanese side agreed fo it.

NIy )



7. Japanese side explained that the report of the Team consisting of abstract of
the meetings, the terms of reference, scope of work, elc., would be opento
the public.

Omani side stated that the matter of confidentiality of the final report of the
Study would be communicated later.

8. Japanese side requested Omani side to provide data and information listed
in the questionnaire prepared by the Team. Omani side, in reply, provided a
parl of the data and information to Japanese side and stated that the rest

would be provided before mid-October, 1997 through the Embassy of Japan
in the Sultanate.
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STEEL COMPLEX PROGRAMME

Fri - 19/9/97 | 21.40 Arrival at Muscat by GF 158

Sat - 20/8/97 9.00 Courtesy call to Dr. Hamed Al Dhahab - D.G.1.
11.00 Courtesy call to Director General of Ports

Sun- 21/9/97 9.30 Negotiations with the concerned authorities at MCi

Ministry of Development
Ministry of Communication
Ministry of Electricity & Water
Ministry of Petroleum

Sultan Qaboos University
Ministry of Foreign Affairs
Ministry of Finance
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Mon - 22/9/97 Trip to Satalah

11.30 Departure to Salalah
18.15 Retumn from Salalah

Tue - 23/9/97 9.30 Negotiations with Omani Team at MCl

16.30 Courtesy call to H.E. Yousef Bin Alawi Abdalla

Wed - 24/9/97 7.30 « Signing of Scope of Work at MCI.
8.00 « Courtesy call to H.E. Maqgbool Ali Sultan -

Minister of MCI A

9.00 » Courtesy call to H.E. Awadh Bin Badar A
Shanfari

ggg * Courtesy call to H.E. Mohd. Moosa Al Yousef

+ Courtesy call to H.E. Mohd. Zubair
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UESTIONS FROM JICA

General Questions

A Capacity considered in previous proposals from private sector was
around 600,000 tons per annum. However, it is known that higher
capacities are now necessary for good economy of scale. We expect that
the feasibility study would select the most oplimum capacity,

commensurating with current trends.

A The location of the Steel plant need to be near aPortsinceithas to
import {arger quantities of raw materials and export finished products. It
has also to be near the utilities supply lines particularly gas. The
feasibility study may consider two altemnate locations for this project to be
subjected for detail investigation. These locations are Raysut & Sohar.
Raysut has a Port which is being expanded. Sohar will have a Port, the
design of which has already started and the construction should be
completed by year 2001 - 2002.

The Direct Reduction output may be directed to stee} production in order
to have a fully integrated steel plant starting from lron-ore to finished steel
products.  The economics of the integrated steel project as opposedto a
Sponge Iron Plant may be discussed in the proposed feasibility study.

A It is likely that most of the production will be exported whetheritis a
Sponge Iron or a finished steel product. The current local market e.g. for
finished stee! products is around 150,000 tons p.a.
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QUESTIONS FROM JICA

General Questions

A Capacity considered in previous proposals from private sector was
around 600,000 tons per annum. However, it is known that higher
capacities are now necessary for good economy of scale. We expect that
the feasibility study would select the most oplimum capacity,
commensurating with current trends.

The location of the Steel plant need to be near aPortsince it has to
import larger quantities of raw materials and export finished products. It
has also to be near the utilities supply lines particularly gas. The
feasibility study may consider two alternate tocations for this project to be
subjected for detail investigation. These locations are Raysut & Sohar.
Raysut has a Port which is being expanded. Sohar will have a Pon, the
design of which has already started and the construction should be
completed by year 2001 - 2002.

The Direct Reduction output may be directed to steel production in order
to have a fully integrated steel plant starting from Iron-ore to finished steel
products.  The economics of the integrated steel project as opposedto a
Sponge Iron Plant may be discussed in the proposed feasibility study.

A It is likely that most of the production will be exporled whetheritis a
Sponge lron or a finished steel product. The current local market e.g. for
finished steel products is around 150,000 tons p.a.



A The envisaged products are reinforced bars and flat products. According
to GCC studies flat products are recommended. However, the product

mix is an important item of the feasibility study.

A We have only one small roliing mil} of capacity 57,000 tons p.a. located in
Sohar.

[iira bbb hen it 2~

A The most suitable market will obviously be the market which resutis in the
best net back to the project.

A Supply : 57,000 tons p.a. reinforced bars.
Demand : Imports in 1995 : 132.732 tons p.a.

A Marketing policy should be formulated for maximizing retum to the project
depending on market conditions and prevailing prices along with exported
capacity. - :




A The envisaged products are reinforced bars and flal products. According
to GCC studies flat products are recommended. However, the product

mix is an important item of the feasibility study.

waitd infegration

A We have only one small rolling mill of capacity 57,000 tons p.a. located in
Sohar.

onsidering

A The most suitable market will obviously be the market which results in the
best net back to the project.

stpply/demand det:
A Supply : 57,000 tons p.a. reinforced bars.
Demand : Imports in 1995 : 132.732 tons p.a.

A Annex (1)

A Marketing policy should be formutated for maximizing return to the project
depending on market conditions and prevailing prices along with exported
capacity.




A There are no specific export market envisaged al present. Asian markets
are in many cases considered to be advantageous because of the low
freight cost by empty returning containers to these markets.

A Local demand for steel products is from private and public constructions
domestic and industrial. As mentioned the demand now is around
150,000 tons per annum.

Questions on the development of the steel industry

A Steel industry fits within our adopted strategy for the next era which
encourages gas based high value added industry and capital investment
industry. The steel industry also links with other sectors like construction
sector and has a potential to develop engineering industries in future.
When preferred it will be considered as an important step to switch from
producing consumable goods to capital goods.

A Steel project is one of a number of projects considered important for the
next phase. At present the Govemment is developing also a
petrochemical project, urea fertilizer plant and an aluminium smelter.
Computer Software developing industries are thought as important
supporting industry. As for textile industry we have already one textile
mill 2nd we do not feel that any more textile mills are necessary.

A An English copy of the National Development Plan is not available. it will
be provided when it is ready.
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A Environmenta! concermn has to be dealt with according to the adopted
procedures for larger projects. An Environment Impact Assessment (EIA)
will have to be prepared and submitted to the Ministry of Regional
Municipalittes and Environment. EIA approvat will assure that the project
will have no adverse impact on environment.

Questions on Location

A As mentioned earlier Salalah will have to be studied together with other
tocations for the setting up of the steel plant. An important consideration
for the location is neamess to a Port. Salalah has already got a Port at
Raysut which is being expanded. Sohar will have a Port in the near future
so these two locations may be studied in detail during the feasibility study
to setect the most optimum considering other production factors.

A Industries presently existing in Salalah are given in the enclosed table.
Industries expected to be sef up in Salalah are those licensed to be set
up in Salalah. Please find enclosed a list of licensed industries for
location in Salalah for 1996 & 1997.




ermosalioys availabl

Limestone is available in Dhofar.

Environmental concem has to be deait with according to the adopted
procedures for larger projects. An Environment lmpact Assessment (EIA)
will have to be prepared and submitted to the Ministry of Regional
Municipalities and Environment. EIA approval will assure that the project
will have no adverse impact on environment,

Questions on Location

As mentioned earlier Salalah will have to be studied together with other
locations for the setting up of the steel plant. An important consideration
for the location is neamess to a Port. Salalah has already got a Port at
Raysut which is being expanded. Schar will have a Port in the near future
so these two locations may be studied in detail during the feasibility study
to select the most optimum considering other production factors.

Industries presently existing in Salalah are given in the enclosed table.
Industries expected to be set up in Salalah are those licensed to be set
up in Salalah. Please find enclosed a list of licensed industries for
location in Salalah for 1996 & 1997,
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