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Project Summary

Yasmine Enterprises, Inc., a Denver-based trading company, has proposed the
development of a food can manufacturing plant in the Kingdom of Morocco. By far the largest
sector of the Moroccan economy is agriculture and fisheries, accounting for over 40% of the
jobs and 20% of the nationad income of Morocco. Growth and prosperity of this sector have

suffered from the shortage of high quality, reasonably priced containers.

The Moroccan government has made a bold decison to cancd a fishing agreement with
the EU that dlowed 600 Spanish trawlers to harvest excessve and unsustainable quantities of
fish for processng in Spain. For this environmenta initiative to succeed, Morocco will need to
improve its domestic fish processng capability; specificdly, Moroccan fish processors will
need access to higher quality and lower priced containers. This will enable Morocco not only to
dop the eroson of its fisheries socks by redricting Spanish trawlers, but dso maximize the

vaue added in Morocco from the sustainable fish harvests planned under the new regime.

The canrmaking plant will supply a tota of 600 million cans per year a pesk
production. One third b one haf of the output will go to the Moroccan food processors who
will both sponsor the project and hold an equity stake, with the remaining output sold to other

domestic food processors and exported to food processorsin other North African countries.

The totd estimated cost of the project is $38 million, to be financed with 60% debt and
40% equity. Haf of the equity will come from Moroccan food processors (offtakers) and the
remaining haf will be offered to internationa investors.



1. Project Description

One of the greatest factors affecting the competitiveness of Morocco's processed food
exports is the lack of high qudity, reasonably priced tin cans Since Morocco's
domesticaly-produced cans are of inferior quality, they are not appropriate for use in the retall
food market and cannot be used for processed food exports to the European Union ("EU"). As a
result, Moroccan food processors are forced to pay a substantid premium over world market
prices to import cans (made from tin plate) from Spain, the sole source of Morocco's imported
cans. Currently, Morocco imports gpproximately 350 million cans from Spain per year, even

though the tariffs and import taxes on such imports can amount to 80 percent.

The presence of these imports and the willingness of locd food processors to pay
premium prices to obtan them reflects the poor qudity, limited product range, and
unresponsive and monopoligic nature of the exising can producers in Morocco (which were
origindly French-owned). Moroccan food processors have dready expressed a strong interest
in the introduction of a new canr-making plant that will iminate the need to import expensve
cans from Spain and create a domestic dternative to the obsolete and non-competitive exiging

fadlities

Severd important factors jointly provide this project with excdlent technicd,
economic, and financiad prospects the use of proven technology from edablished U.S
suppliers of equipment and materiad, strong customer relaionships with leading food processng
firms in Morocco, strong host government support, and strong U.S. government support from

the U.S. State Department and the Foreign and Commercia Service. A recent increase in the



efforts of the Moroccan government to support U.S. investment in the country, paticularly in
the agribusiness sector, will enable the project to benefit from strong investment incentives and

will facilitate the acquigtion of licenang permits and regulatory gpprovals.

To service the needs of both Moroccan and North African food processors, the new
plant will be designed and equipped to produce the food cans in the highest demand, from three
piece and rectangular drawn cans to oval and round drawn cans, as well as the appropriate ends
for each can, including easy open ends. The highet volume product win be sardine cans to
supply the rapidly expanding demand from Moroccan processors of sardines. The plant will be
located in Tangier, one of Morocco's mgor ports on the Atlantic, to facilitate imports of
equipment and materid from offshore, including the United States. The plant will dso have

access to an necessary Utilities through established power, fue, and water ditribution systems.

Through off take agreements, and the participation of locd food processors as equity
investors in the project, the plant will have a guaranteed customer base for as much as haf of
its output. This fact, combined with projections that Morocco's output and exports to Europe of
processed food products should grow steedily in coming years, shoud ensure that the plant will
have secure and substantial economies of scae and strong prospects for expanson. Morocco's
recent decison to reduce the amount of fish from the rich Moroccan fisheries that EU fishing
boats can harvest for packing indde the EU will lead to a mgor increese in the quantity of
sardines and other fish landed in Morocco for processing in country. As the processing of
seefood increases in Morocco, demand for cans will dso incresse. Within five years, the

demand in Morocco for sardine cans done is projected to increase to one billion cans annudly.



Service Tool Internationd, Inc. ("Service Tool") will pro vide the project engineering services,
utilizing the expertise it has developed through participation in numerous turnkey can-making
projects throughout both the developed and developing world. A locd subcontractor, Eagle
Enginesring, which has extengve direct experience with food processng and packaging

projects in Morocco, will handle plant location issues, permitting, and utility arrangements.

Due to the dgnificat tonnage of high-priced imported cans that Morocco imports
annudly from Spain, mogt of the project's initid sdes will digplace imports rather than exiging
domestic can production. In addition, the new plant will generate increased aggregate demand
for cans not only by underpricing the Spanish imports, but aso by giving Moroccan food
processors the ability to export a larger quantity and variety of processed food products to
Europe in lower codt, higher qudity containers. The plant win be able to supply cans to food
processors in other North and West African countries via the loca ports, thereby expanding its
cusomer base by supplying high qudity cans to African markets in competition with Spanish
can exporters. Like Morocco, these countries, especidly those on the Atlantic and
Mediterranean coasts of Africa, could substantidly expand their exports of processed food to

Europe if they had access to better qudity, lower priced cans.

The Moroccan partners have estimated the tota cost of condructing and equipping the
can-making plant & $38 million (which could increese to $46 million if the plant is expanded
to incuding additiona processng equipment). Under the basic configuraion ($38 million
budget), the Moroccan sponsors would contribute at least $8 million in equity, and finance the

remainder with a combination of loans from Moroccan banks and equity from foreign partners.



Yasmine Enterprises would dso have equity in the plant, ensuring U.S. as wel as Moroccan
participation.

If the plant is condructed with U.S. support and involvement, tota export potentiad for
U.S. suppliers of goods and services could exceed $25 million to build and equip the plant. In
addition, U.S. exports of tin plate and other raw materids and intermediate and replacement
products consumed by the plant could easly exceed $25 million annudly, meaning cumuldive
exports of over $150 million over a five-year period, and $750 million over the useful life of
the plant. Tin plate is a high vaue-added processed steel product: cold rolled sted with an outer
layer of tin plating. It is not produced in North Africa and could be efficiently trangported to
Morocco by sea from US ded mills near Bdtimore, Mayland (Bethlehem Sted),

Philadelphia, Pennsylvania (U.S. Stedl), or West Virginia (Weirton Sted).

Financia prospects for the project dready appear strong, both because of strong and
seadily increesng demand among Moroccan and North African food processors for high
qudity cans, and because certain Moroccan food processors will hold an equity stake in the
project in addition to purchasing a percentage of the output. The price ceiling for cans made by
the plant will be the market price of imported Spanish cans which are the only cans of
aufficient qudity to compete directly with the planned output of the plant. This caling averages

approximately $.13 per unit. The benchmark price would be the



market price of exiging domegticaly-made cans. due to the superior qudity of the new plant's
output, food processors would buy most or dl of their cans from the new plant if they were
priced the same as other domegtic cans (Long-term loyaty to domestic suppliers is negligible).

This benchmark averages approximately $.11 per unit.

The sengtivity andyds for profitability of the new plant therefore covers the price
range between these two points. At a price of less than the Spanish imports but greater than
lower-quaity domedtic cans, the new plant will generate sgnificant demand for its output, with
demand maximized within this range if the plant approaches the price of other domedtic
producers while offering much higher qudity. This lower price would enable food processors
to ggnificantly decreese the sdling price of their exported goods, thereby increasing the

demand for their products.

On the cost dde, projections indicate that a plant operating a a rea capacity of 600
million units usng modem equipment and qudity materids could produce containers a a high
level of profitability seling for an average price of $.11 per can. This figure is wel below the

price celling that would generate subgtantial market demand in Morocco.

A. Devdopment Priority

This project would contribute sgnificantly to the expansion of Morocco's agribusiness
sector. Since agribusiness is Morocco's largest and most important industry, in order for
Morocco to expand its rate of economic growth and create jobs for low skilled workers, it
needs to increase the loca processing of fruit, vegetable, and seafood products, rather than

exporting these products in raw form. As a result of favorable market access agreements



recently signed with the European Union, Moroccan food processors have the ability to
compete in the EU market, but only if they can obtan high qudity contaners a reasonable

prices.

A marketing survey conducted by Eagle Engineering has confirmed the loss of export
competitiveness of Moroccan canned foods due to difficulties experienced by Moroccan food
processors in obtaining cans of sufficient quality. Moroccan fish processng companies, for
example, have repeatedly complained about the poor quality and high price of their packaging.
This problem has cdealy had a negative effect upon the market for Moroccan agribusiness
products. Currently, the average price for packaging in Morocco is 35% higher than the
international market price. Moreover, EU consumers generdly will not buy food products sold
in poor qudity containers. This lack of gppropriate packaging is a magor bottleneck not just for
Moroccan food processors, but aso for their counterparts in other countries in the region. For
these reasons, the demand for imported sted packaging has increased steadily for the lagt three
years. Clearly, the Moroccan market is ripe for a domestic, modern and efficient food can

meanufacturing plant.

B. Host Countly Support

There is currently a strong level of host government support for a domestic food can
manufacturing  plant. Appropriate  officidds of Moroccan government agencies  and
quas-government bodies with direct involvement in the food processng sector have dresdy
endorsed this project. As an illustration, Morocco's Federation of Chambers of Commerce and

Industry has offered the following supporting statements.



* “Morocco's economic development depends heavily on agriculture and
agribusiness.”

*  "Morocco needs anew cartmaking plant in order to improve the competitiveness
of itslocd food processng industry.”

e "Currently, Morocco hasto import cans from Spain at very high pricesto satidfy its
needs."

e "Moroccans would like to see greater U.S. involvement to strengthen economic ties
between the two countries and offset the influence of European firms.”

Morocco's leading government inditute for research, technology, and extenson services
in the agribusiness sector is the Inditut Agronornique et Veterinaire Hassan 11 (the Hassan 11
Inditute of Agronomy and Veterinay Study, or "Inditute’). The Inditute has provided the
following observetions in support of the project: "The success of this industry [food, vegetable,
and fish processng] depends on the qudity of the packaging. The actud dStuation is that this
industry depends on two mgor food canning companies, which were initidly European. We are
hoping for an increased presence by American companies in Morocco. We encourage the
paticipation of American busness for a new food canning facility. We edimate that the
redization of this project is condderable to provide better quality and price competition for this

industry in Morocco, and will strengthen an aready good relationship between our countries.”

C. Host Country Goals

This project will make an important contribution to the competitiveness and expansion
of Moroccan agribusiness, which is a key development priority of the government. However,

this project will not involve any Moroccan government ownership or control: it is a private



sector initiative, intended to promote the decentraization of the Moroccan economy as well as

the growth of the agribusiness sector. Government support

for the project in Morocco will expedite the licenang and permitting process, as wel as
negotiations with locd utilities and locdl financid indtitutions,

D. U.S. Government Support

Due to the fact that this project is one of the first private sector joint ventures between
the United States and Morocco, there is a high levd of U.S. government support and vishility
asociated with the project. Significant attention and media coverage was given to the signing
ceremony in Morocco for the award of a feashility study grant by the U.S. Trade and
Development Agency to this project. The U.S. Depatment of State's most senior commercia
officd, Stuart E. Eizendat, Under Secretary for Economic and Business Affars, presided at the

sgning ceremony in Morocco.

E. Parties Involved

| . Host Country Sponsors

Condgent with the project's private sector orientation, the manufacturing facility will
not be sponsored by any government or quas-government minisry, agency, or office. The locd
sponsors will consst entirdly of Moroccan food processng firms who will both invest in the
project and purchase a sgnificant percentage of its output. Yabyo Internationa, a leading food
processing firm in Morocco, served as the sponsor of the feasihility study and intends to play a
mgor role in the sponsoring consortium of food processors that will launch the project on the

basis of the study.



M. Benabddlah Zouhar, the chief executive of Yabyo Internationd, has persondly
supervised the feashility study. He has indicated that a consortium of Moroccan food
processorsis "prepared to invest in this project,” now that the feasibility study has
confirmed "the project can succeed." He further notes that the consortium "can supply dl of the
local equity capita, if necessary, that the project might need to get sarted.”

2. U.S. Sponsors, Advisory Firms, and Engineering Firms

Yasmine Enterprises, Inc., a Denver-based and U.S. incorporated trading company and
conaulting firm, has a branch office in K6énitra, Morocco and has worked on many important
trade and investment projects in Morocco, including agribusiness and beverage container
ventures. Jamd Bdcad, Presdent of Yasmine is a U.S dtizen but has extendve family,
commercia and political contacts in Morocco. Other members of Yasmine dso have extensve

business experience in Morocco.

George Klenfdd, project advisor to Yasmine, has many years of experience in
negotiting, dructuring, and aranging finencid and investment transections in emerging
markets. He is an Adjunct Professor of International Finance a George Mason University
School of Law and an internationd lawyer in the Washington D.C. office of Rogers & Wadls
LLP. Mr. Kleinfed dedicated a substantid amount of time to laying the groundwork for the
project, including planning sessons on behdf of Yasmine in Morocco. He has addressed dll

relevant financid, investment, trade, and regulatory . issues confronting the project.

Service Tool Internaiond, Inc. ("Service Tool’), a U.S-based and U.S. incorporated

enterprise located near Chicago, lllinois, will serve as the primary turnkey engineering



contractor. Service Tool has served the canning industry since 1919 as both an equipment
supplier and engineering consultant. It has supervised and engineered numerous turnkey
projectsin emerging markets, including China, Tawan, and Thailand,

for the high-volume production of cans. Service Toadl is highly qudified to address dl of the
production, technology, equipment, and procurement issues related to the venture, as well as the

andysis and modeling of costs and revenues.

Eagle Engineering of Rabat, Morocco is a leading busness consulting firm in Morocco
for food processing ventures, and has specific expertise n canning and container projects. Eagle
is the most knowledgesble advisor on the loca issues associated with development of this
project, including Ste sdection, utilities, product specifications, standards and market anayss,
sdes forecasts and growth projections, environmenta compliance, permitting and licensing,

and transportation and logitics.

Frank J Schuchat of Denver, Colorado, a prominent international lawyer, prepared the
section of this study on legad and contractua issues based on a research trip to Morocco for this

purpose.



