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1. PROJECT SUMMARY SHEET

Sultanate of Oman

Dugm Port Commercial Terminal and
Operational Zone Development Project

Project No. 000008
Guarantor Sultanate of Oman
Borrower Special Economic Zone Authoritf Dugm

Implementation Agency

Special Economic Zone Authoritf Dugm

SectofSubsector

Transport/Port

Project
Objectives/Brief
Description

Projec

The objective of th€rojectis to help Dugm Port captur,
its full economic potentiathrough improved transpo
efficiency, strengthened logisticservices facilitated
mineral exports, and reduced supply chain delivery 1
and costs for thevide spectrum of industries in the ng
Dugm Special Economic Zonand its broader pot
hinterland

The project investment will mainly include the ci
works for the construction of port related infrastruct
including port access roads, cargo storaggminal
buil dings, and operatio

Project Implementation Period
(Start Date and End Date)

01January 2017 31 Decembef020

Expected Loan Closing Date

30 June2021

Project cost and
Financing Plan

Project Cost: $53.33million
Financing: AlIB=  $265.00million (75%)
SEZAD=  $88.33million (25%)

AlIB Loan
(Size and Terms)

$266 million
25-year tem, including a grace period ofyears, athe

AlIB6s st andard i nt -ackedldanst
Cofinancing None
Environmental B
and SociaCat egor y
Project Risk Medium
(Low/Medium/High)
Conditions for Effectiveness | None

and Disbursement

Key Covenants

1. The Borrower shall establish, no later than th
months after the Effective Date:

(@) a Project Implementation Review Committ
(PIRC), heded by the PIU Project Manager, &
which shallcomprise of officials from PIU, Proje




management and construction pswision
consultants, and the contractor, for the purpos
(i) carrying out monthly reviews of th
implementation progressand (ii) forwarding the
minutes of such reviews to the Bank.

(b) a Project Steering Committee (PSC), headed by
Chief Executive @icer of SEZAD, and which sha
comprise of senior officers of SEZAD, the PIU, t
PDC, and the construction supervision consul
for the purpose of (i) carrying out review meetir
every six months aimed at ensuring smg
implementation, providing pmly guidance, an
resolving interagencies issues; and (ii) forwardi
the minutes of such reviews to the Bank.

2. TheBorrowershalt

(a) carry out each activity under the Project in
accordance with the EM& the DEIA as the caseg
may be;and

(b) ensure thanho Project activity covered by the EM
or DEIA, as the case may be, is initiated uni@s
all environmental approvals required under
Omani Laws and the robjection of the Bank hay,
been obtained in respect of said activity; (ii)
process of consudtion and disclosure of the each
the DEIAs and EMPs have been complied with;
(iii) all actions required under said plan or practi
prior to the carrying out of said activity have be
i mpl ement ed i n accor ¢
practiciens.0 provi s

3.TheBorrowershall furnish to the Bank:

(a) no later tharsix (6) months after the Effective
Date, a fiveyearBusinesd?lan for Dugm Port
operation, including, for the commercial termina
and operation zone; and

(b) no later than December 31, 202Q@eayear
optimal business plan for Dugm Port operation

Policy Assurance

The VP Policy and Strategy confirms an ove
assurance that the Bank is in compliance with the pol
applicable to the Project.

President

Ligun Jin

Vice-President

D.J.Pandian

Director General, Operations

Supee Teravaninthorn
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Manager, Operations

Ke Fang

Project Team Leader

Shakeel Khan Principal Investment Operation
Specialist

Project Team Members

lan Nightingale, Procurement Advisor

Kishor Uprety, Senior Counsel

Chongwu Sun, Senior Environment Specialist
Somnath Basu, Senior Social Development Specialis
Haiyan Wang, Senior Finance Officer

Soon Sik Lee, Seniddperations Investme@pecialist
Sylvester Hsu, Senidperations Investme@pecialist
Anzheng Wei, Financial Analyst




2. STRATEGIC CONTEXT

A. Country Context

1. The Sultanate of Oman (Oman) borders Saudi Arabia and the United Arab Emirates in the
west; the Republic of Yemen in the south; the Strait of Hormuz in the northeAdabian Sea in

the east. The capital of the country, Muscat, is located in the north of the cdar2g15, Oman

had a population of 4.4 milliocanneX56% Omani, 44% expatriate) aaGDP of $70 billion. With

its per capita GDP of about $16,000, Onsutonsidered a high income country. However, the
country is mainly depemuhton oil exports as one third of the GDP and 80% of the public finances
are derived from petroleum related products. In 2015, Oman produced about 981,000 barrels of
crude oil per dy. Due tatherecent drop in world oil prices, Om#&ada budget deficit of OMR

4.6 billion (about $12 billion) in 2015 despite the significant level of oil production.

2. Oi | and gas account for al anaasgelycébriplisdaf f Oman
mechanical and transport equipment and base metals. Although Oman is blessed with significant
mineral reserves that could generate enormous export revenue, mineral exports accounted for only
4% of the total exports in 2015. In order to reduce its degpe@alon oil, Oman plans to diversify

its economyrom exportation of crude oil to other mineral exports, manufagulbgistic service
arrangement, warehousing, fisheries, tourism as well as value addediesdngtre oil and gas

sector such as refing petroleum storage, and petrochemical pldnt20150manés Mi ni st r
Transport and Communications (MOTC) produced the Sultanate of Oman Logistics Strategy
(SOLS) as part of the national economic diversification stratdde strategyidentified that

logistics could significantly enable the economy to diversify away from its dependence on oil and
gas. SOLS aims to increase |l ogistics contribu
2040.With three deep water ports and a favorable positioh@mndian Ocean Rim outside of the

Arabian Gulf, Oman is strategically positioned to export its natural resources, products and services

to the Middleeast, northern Africa, and South Asia. Oman realizesitsmous potential through
strengthening its lagtics services and transforming the country to a global strategic logistics hub.

In line with this, the Government of Oman (the Government) has planned to increase the
production and export of construction materials and minerals such as dolomite, ggpsum,

marble and prioritize the concurrent developmena afineral connection railway line and the
commercial terminal at Dugm Pt as to capture full benefits frosach diversificationThe
Government is also committ édtoloostits mlgasaegoaal Oma n
logistics hub through investments in large infrastructure projects such as the national railway
network, inland and coastal logistics centers, and free trade zones.

3. Oman is a member of the Gulf Cooperation Council (B@€ well as the Greater Arab
Free Trade AreéGAFTA)?. As a member of the GCC, Oman enjoys several benefits such as free
movement of Omanis between fellow member countries without visas, import of a majority of the

1 GCC isapolitical and economic alliance of six Middle Eastern courdrigahrain, Kuwait, Oman, Qatar, Saudi
Arabia and United Arab EmirateBhe GCC was established in Riyadh, Saudi Arabia, in May 1981.

2 GAFTA was declared within the Social and Economic Council of the Arab League as an executive program to activate
the Trade Facilitation and Development Agreement that has been in foreeJameary 1st, 1998. The GAFTA
includes in its membership 17 Arab countries. There are: Bahrain, Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya,
Morocco, Oman, Tunis, Qatar, Palestine, Saudi Arabia, Sudan, Syria, United Arab Emirates, and Yemen.



goods produced within the GCC countnwaghout duty, and allowance to own real estate in other
GCC countries. Oman has also entered into a Free Trade Agreement (FTA) with the United States
of America under which all tariffs on consumer and industrial products had been waived since 1
January 209. An FTA with the European Union is also expected soon. These FTAs would
effectively help to promote an attractive investment climate, and expand trade between the
participating countries.

B. Sectoml and Institutional Context

4. The potential hinterland ddugm Port extenslto neighboring Gulf countries, especially

the Kingdom of Saudi Arabia and its oil fields located near @rdaarder. Dugm Special
Economic Zone§EZ) is an economic hub composed of several zones which include a sea port, an
industrial area, a new town, a fishing harbor, a tourist zone, a logistics center, and an education and
training zone, all of which are supported by a multimodal transportnsybi@ connects it with

nearby regions (e.g., the Arabian Gulf countries, Middle East, East Africa, and South and Southeast
Asia). With a land area of 2,000 square kilometers (sg.km) and a 70 km of coastline along the
Arabian Sea, Dugm SEZanonghe lagest Economic Zorsn the Middle East and North Africa

region. Dugm SEZ has long been envisioned as the place that will balance regional development
by energizing the Al Wusta governorate to diversify the sources of national income.

5. In 2011, pursuant tca Royal Decree 119/2011hé& Governmentof Oman (the
Government)established &pecial Economic Zone Authorityf Dugm (SEZAD) to manage,
regulate, and develop all economic activities in DUGEZ Royal Decree 79 of 2013 further
granted SEZAD with financlaand administrative autonomy status to manage, regulate and
develop all economic activities in the Dugm Free Z@Aenex 7). SEZAD enjoys aspecial
treatment above thether zones in the Sultanate in that SEZADhis only oneaffiliated toits
Council of Ministers.The chairman of SEZAD, holding the rank of a Ministeiis able to
collaborate with all the ministries in the Cabir@n behalf of th&overnmentSEZAD was given

the authority tgplan, design, and implement lotgrm strategies fanfrastructural development

and attractoreigninvestments to promote a wide spectrum of economic activities. It also oversees
the urban expansion of the modern Dugm city while ensuring that the environment is well
protectedpromoting Dugmasan ideal location to visit, live, work, and invest in the Middle East.

In view of theproximity of Dugm Porto SaudiArabia@ s oi | fi el ds such as at
Omard border, the time and cost for the transportatiocanfowill be reduced by osr 50%.

6. SEZAD isalsothe focal point for potential investors willing to do business in DG&A

Through its onestop shopconcept it facilitates,registers, licenses, and provides environmental
approvals using the best intetioaal practicesIn addition,goods imported into or exported from

the Dugm SEZ will be free otustom dutiesRegulations such as those addressing Dugm SEZ

C 0 mp a registragi@n procedures, permresquirementuse of the landarrangementand tax
exemptions have all been issued. SEZAD aims to ensure that the Dugm SEZ tax regimes, land
lease rates, and utility tariffs will be provided at competitive r&esently in May2016, SEZAD

signed an agreement with Oman Wanfang build a SinoOman industrial parkwith an

3 Oman Wangdng is a subsidiary of Chinarab Wanfang Investment Management Co, established with government
backing in 2015 by companies in the northwestern Chinese region of Ningxia.
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investment of abou$10.7 billion, whichis projected to generate about 22 million tons of cargo
per yeahandling for import and export through the Dugm Port.

3. THE PROJECT

A. Rationale

7. Among many reasons to invest on the Dugm Port are: (i) its strategic posititire for
Governmento develop a free trade zone there;i(@)ability to enabléhe economic diversification
of the government; and (iii) its necessary and complementary ithetive concurrenmineral
linesdevelopment antheir connections to Dugm Port

8. Dugm Port as a strategic port and free trade zone for OmanDugmPortis one ofthe
mostimportant strategic development of the Skhichis seen as a catalyst for the development
of the Al Wusta region. Th&1.5 billion ship repair yaravith state of the arinfrastructurehas
already been developatiDugm Portandis beingoperated since 2011. The success enjoyed by the
shipyard proves the viability ddugm Portas an international porigurel shows the strategic
location of Omarand its Dugm Porin Arabian Gulf together with the layout of GCC railway
network.

Figure 1. Strategic location of Oman
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9. Dugm Port as acritical facility for logistic s sector needed to support the economic
diversification of Oman: The logistics sector is one of the main f@heconomic sectors that has
contributed 4.9% to Omandés GDP in 2015 and
operationalized Dugm Port will enable the Dugm SEZ to be fully plugged into the global bgistic

chain. For this purpose, the next priority for SEZAD is to urgently operationalize the commercial
terminal/quays under the Project dohieve the potential economic benefits with strengthened
logistics services and mineral exports

10. Dugm Port and itssurroundings are rich in minerals attracting both local and foreign
investmentTheport is set to be a major port serving Dugm SEZ, its associated industries as well
as the growing mineral industry sector exploiting the rich mineral ore reserves inaartdenél
Wousta region. Dugm Port is tasked to handle bulk dry cargoes with the aim to esigliliab a

cener for minerals export. Anne& provides the role of DugrRort as a major facility for minerals
export besides serving the SEZ industries aqadibulk cargo.

11. Complementary role of Dugm Port and the concurrent railway development: To
handle dry bulk cargo, SEZAD and Oman Railway will work together to enable mineral exports
through seamless transportation of products from the hinterlendhis connection, the
development ofa railway system in generaand mineral lines connections to Oman ports in

particular is currently the Governmentos top
cargo particularly to Dugm Port, from whereteréals will be stockpiled, processed and exported
to markets worl dwi de. For this reason, the Go:

the concurrent development of Dugm Port through SEZADyailvday connections through Oman
Global LogisticsGroup and Oman Rail.

12. The commercial quays in tli@ugmPort, spanning a total 2.2 km in length, have already

been constructed. The Project will provide the existing quays with access roads, utilities, container
handling, cargo stacking yard, muyftirpose terminaland administration buildings, which are

essetial for the effective operation of Dugm Paks a result of the increased operational capability

of Dugm Port, it will be able to handle bulk mineral cargo, break bulk industrial cargo, and
containerized cargo more efficiently. In addition, mechanizkgpes of gypsum, dolomite, and
limestonethrough Dugm Port will help increase the production volumes and export revenues above
current |l evels for existing mining companies |
bulk mineral export is expead to increase six folds from current 10 million tons to 60 million*tons

after the implementation of the Project aothnectinghe railwayline Omanés gypsum e X
risen from 0.3 million tons in 2010 to 5.84 million tons in 20dr3d expect to inease td.2 million

tons by 2019/ 20 to become the worldés third | ¢
cargo entering through Dugm Port wil/l be hund
fields than other regional ports thus redgcsupply chain delivery time and costs for the petroleum
industry.

13. Additionally, a Port of Dugm Company (PDC) comprising a 50:50 joint venture between
the Omani Government and the Consortium Antwerp Rlbet second largest container port in

Europe)hasbeen established to ¢ovest, operate, manage, and market Dugm Port. The PDC
brings with it the skill and experience of operating the international port of Antwerp to Dugm.

“l'n Feb of 2016, the Dugm Port suc citeforsekparitdIydial oaded Duaqr
7



Upon completion of the Project, the operation ready Commercial Terminal andiQpedrdone

will be handed over to the PDC to manage and operate. PDC has declared its capability to handle
an annual volume of 10 million tonnes of dry bulk cargo and 2.3 millieb® of containers at

the Commercial Terminal and Operational Zone inWinet h t he Port déds 1 mmed:i
plan. This capacity will be expanded as traffic volume grows in time. The PDC aims to make the
Middle East, Indian Subcontinent, and African East coast as its export cargo hintkrltns.
connection, SEZAD will funish to AlIB a five-year Business Plan for Dugm Port operation,
including, for the commercial terminal and operation zuwthin six months after the Loan

Effective Date anda tenyear optimal business plan for Dugm Port operabpend2020.

14. DugmPortis tasked by the MOTC to operate in a complementary fashion with other ports
in Oman. While Port Sultan Qaboos will be a city port for tourism, Port of Sohar for a combination
of containers, general cargo and petrochemieadd Port of Salalah for containtransshipment,
DugmPortwill be a general port with major facilities for the mineral and petrochemical sectors.

15. Given theabovethe Projecisc | ear |l 'y al i gned with Ahdl B6s m
strengthen economic growth Asiathroughinvesmentin infrastructure.

B. Objective

16. The objective of the ®jectis to help DugmPort capture its full economipotential
throughimproved transport efficienggtrengthened logisticervicesfacilitatedmineral exports,
andreduced supply chain delivery time and costs fomifte spectrum of industries in the new
Dugm SEZ and its broaden international hinterland.

C. Project Description and Components
17. The Projectcomprisesconstructionof the requiredinfrastructurefor the commercial
terminalincluding port access roads, cargo storage, mi n a | buil di ngs, and

facilities buildings. The detaileddesign for the Project has been completea Igint venture of
international and national consulting firmshich will also be theconstruction gpervision
consultant.The tendering procesef works has been completed®A teamof international and
national professionals kabeen mobilized for project management. As such, the Project
demonstrates as a classic case of implementegaay investment and is expected to slogonek
disbursement progress from the start of the project implementation.

18. The fllowing is the summary gblanned activities under thioject:

(i) Construction of Port RelatedInfrastructure . It includesthe following four main works:
a) Road and paving workscludng theconstruction of 3 km a2-lanedualcarriageway
internal roads connecting all therminalbuildings and parking areas; container and
cargo stacking yard, parking areas, and a helipad.

b) Other nfrastructure workdncluding construction of potable water network to serve
the commercial bertbuildings and shipsa fire fighting network storm water and

5 TEU stands foiTwenty-Foot Equivalent Unit which can be used to measure a ship's cargo carrying capacity. The
dimensions of on@ EU are equal to that of a standardR2@ot shipping container (20 feet long, 8 feet tall).
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sewerage networknstallation of electrical, telecommunications, and street and yard
lighting cablesand construction of fencing and gates.

c) Construction oférminal lwilding andoperatioral zone comprisingof administration
building, trainingandamenitiescenters emergency anfirefighting center electrical
service buildings multipurpose terminal; container terminalry bulk terminal
workshop and maintenance building, gate hoasdglectrical service building.

d) Installation of a crane beam supported on pdesl its tacks.

Details of the above component atéAnnex 2.

(i) Construction Supervision. It includes (a) arrying out of construction oversight and
supervision to ensu@mpliance of works with contractual specifications, environmental
safeguards requirement and budgetd (b) strengthening of the capacity BEZADO s
staff in contract management throughtbe-job trainings.This activity is to be carried
out by well experienced international consulting firm together with the related SEZAD
team.

(i) Project Management Provision of technical advisory services and logistical support for
the management of the Project, and for t
procedures. SEZAD will carry out this task with the assistance of international and
national individual exerts.

D. Cost andFinancing

19. The total project cost is estimated ab3383million as detailed in Table 1.



Table 1: Project Costand Financing ($ million)

Financing
Item Cost AlIB SEZAD
Amount | Share | Amount | Share
A. Base Cost
1.Civil Works 28793 | 24474 85% 4319 15%
1.1Road and paving works 96.50 81.60 85% 14.40 15%
1.2 Other infrastructure works 106.43 90.89 85% 16.04 15%
(buildings, utilities, draining,
lighting, and
communications)
1.3 Terminalbuildings and 63.00 53.55 85% 9.45 15%
operational zone
1.4 Crane beam and track 18.70 85% 15%
works 22.00 3.30
2. Supervision Consultants 4.70 0 0 4.70 100%
3. Project Management 2.50 0 0 2.50 100%
Total Base Cost 295.13| 244.74 83% 50.39 17%
B. Contingencie’% 37.94 0 0 37.94 100%
C. Financing charges during 20.26 20.26 100% 0 0
constructiofi
Total 353.33| 265.00 75% 88.33 25%

aln 2016 prices.

b Including estimates on physical and price contingencies.
¢ Including estimates on interest during construction, commitment charge, andrfcofge based on approved Bank
policies.Thefinancing charget be capitalized in the loan

Source: AlIB and SEZA@stimates

20.

SEZAD has requested a loan of $268llion from AlIB to help finance thdroject.

SEZAD will provide thecounerpartfunding of $8833 million to cover full cost of construction
supervision consultangproject managemenproject contingenciesnd part of theosts forcivil

works. The loan will have a 2fear term, including a grace period of 5 year)@Bank s
interest rate for sovereigmcked loans with the same weighted average maturity.

E. Implementation Arrangements

21.

standar

SEZAD will implement theProject. SEZAD hasestablished #roject Implementation

Unit (PIU) to ensue smooth implementation of dap-day Project matters-orthe PIU SEZAD
hasconstitutedh project managemeteam(PMT) including its staff and the recruit@dernational
and national expertsn all the requireddisciplinesincluding project managementechnical,
financial, procurement, and contract managemEat. construction supervisioand capacity
development in procurement, contract management, and port operatatshD will be assisted
by construction supervision consultaAt.joint-ventureof international and national firms has
already been recruiteohd mobilized fosupervisingheconstructing ofvorks, whichareexpected
to commence in the beginning of 2014 such, no staip delays are envisageBigure 2

illustratescomposition of the PMT
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Figure 2. Project Management Team
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22. For internal coordination, two committees will be setwifhin 3 monthsafter theloan

effectiveness

(i) A projectimplementation review committee (PIRC), deschby thd?1U Project Manager,
will compriseof officials from RU, project management and construction supervision
consultants, and theontractor. The PIRC wiltarry outmonthly revieve of the project
implementation progresmdforward the minutes of such reviews £&IB .

(i) A projectsteering committeéPSC),headed by th€hief Executive Officenf SEZAD,
will comprise of senior officersof SEZAD, the PIU, the PDC, andconstruction
supervision consultant. BhPSCwill carry out review meetings every six montbs
earlier if needed,imed atensumg smoothand timelyimplementation, providg policy
guidance on ongoing and new government initiatives, and regahier-agencies issues.
SEZAD will forward the minutes of such meetings to AlIB.

23. SEZAD, through its PIU, will prepare awmsolidated quarterly progress repmtthe basis
of indicators agreed witAlIB. Eachreport will be furnished t&\IIB not later than one week after
the end okach quarter ahe project implementation.

24. SEZAD will maintain separate accounts for fject and have such accounts audited
annually The audited Financial Statements for each such pesilbde furnished té\lIB not later

11



than six months after the end of such peridd. that end, SEZAD will continue to engage

independent auditors, whoterms of reference, qualifications and experiea@acceptable to
AlIB.

25. The Project is estimated to be implemented over a period of 4 years from January 2017 to
December 202@nd tre loan will close on 30 June 20 Table 2 provides the summarymbject
implementation arrangememnsth key indicators

Table 2: Summary of Implementation Arrangements

Aspects Arrangements
Implementation period 1 Januar01771 31 December 2020
Loan closingdate 30 June2021

Project ImplementatioAgency | Special Economic Zone Authoriof Dugm (SEZAD)

ProcurementWorks All works to be financed bylIB will be procuredn
accordance witlts procurement policy andirectives

Environmental Management | All works under the Project will comply with
requirement®f the DEIA and EMP that are in line wit
Al'l B6s EnvironmenES®) an

Disbursement The loan proceeds will be distsed in accordance witl
AlIB's disbursement letter agreed upon between
SEZAD andAlIB, and the Loan BbursenentManual

4. PROJECT ASSESMENT

A. Technical

26. The Dugm Port configuration is based on the feasibility study, designmasteplanning

of Dugm Port performed byan internationatonsuling firm in 2012. The port design advocated

the full development of Dugm Port to be performedwno phases. iEst phase is theommercial

guay of 2225meterlength and350-meterwidth. Second phase is to allothe port expansion

when demad exceeds the capacity commercial gay, which is planned to havie),000meter

qguay length.Currently an intermediate phase is being undertaken for the construction of a large
petrochemical terminal at tliether end of the port from the commercial quay. Located in between
thecommecial quay and the petrochemical terminal will be the Government Quay for berthing of
the Governmend sessels and visiting naval ships. This facility also enhances the security of the
port.

27.  The design of theommercial quays simpkin approach thsiallowing fast and lower cost

construction. It is regular in shapenceallowing maximum efficiency in use of space and cargo
handling. Land reclaimed for thmommercial quaymakes use of the existing breakwater as a

12



foundation thus reducing costs. Vdssgpproaching theommercial quaynake use of the existing
channel already dredged for the Dugm Drydock establishment thus requiring minimal dredging.
This also reduced impact on the environment by having less dredging materials to be disposed.

28.  Although simple, the commercial quayis designed for maximum flexibility to meet

changes in cargo demands. Three distinct terminals will be segregated from each other by internal
fences in between. Should the demand for any one terminal exiseeuatrent allocaid spacethe

fence could be moved to allow more space for that terminal. The three terminals are the
multipurpose terminal for handling of general cargaontainer ¢rminal, and the Dry Bulk

Ter mi nal to serve the growi ndgs geestpa redononud Oma
di versification away fr om t hlbe tleee terminalsywdllsdbe d e p e n
served by a transportation spine comprisinglan2 dual carriage way common user road, future

railway ling and dry bulk conveyors. Thisansportation spine runs along the entire length of the
commercial quay

29. The current design is considettedbe thanost efficient and suitable for the expected type
and volume of traffic, and with maximum flexibility to expand. It is also a state eofath
technology which iproven to be operationally safe and low risk.

B. Economic and Financial Analysis

30. The Government initiated a market study in 2011/12 to assess cargo traffic demand on the
Dugm Port. The study identifielfewsegments of the cargoarket that would generate demands

on the port. These are the export of industrial minerals, the import of raw materials and export of
products from the Dugm SEZhe import of crude and the export of petrochemjcatswell as
container traffic (and padularly transshipmentontainer traffic). The above study projeceed

total of4.3million TEUs for Dugm port by 2040.

31. Dugm and its surroundings are rich in minerals attracting both local and foreign mining
companies to operate at the Dugm SEZ. The DBgmis set to be a major port serving the Dugm
SEZ, its associated industries as well as the growing mineral industry sector exploiting the rich
mineral ore reserves in and near the Al Wusta region. The volume of industrial mineral export
through the DugnPPort is expected to be about 6 million tons at the initial stage of operations rising
to 20 million tons or more within 20 years.

32. The industries located in Dugm SEZ would import raw materials and export their products
through the port. The majority ofébe would be by shipping containers. In May 2016, SEZAD
signed an agreement with Oman Wanfang to build a-Sman industrial park with $10.7 billion
investment at the Dugm SEZ. At its full operation the Stroan industrial park will generate
about 22 miion tons per year volume of cargo handling through Dugm Port. The volume will
translate into a gross volume of 1.68 million TEUs a ye&U34. As a result of a larger industrial
park generating more demand for the port, it will become less reliargrmsshipment trafficlhis
volume of traffic would be sufficient for Dugm Port to attract more shipping lines to call at the
port which would increase the connectivity of the port. As connectivity is a highly valued attribute
for any port, this would alsataact more container transshipment business, especially those that
would otherwise avoid Salalah due to AP Moeller Terminal being the operator of the Salalah
Container Terminal and also a direct competitor to shipping lines. It is conceivable that the
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Commercial Quay would also handle transshipment containers but these would be limited by its
capacity. The combined volume of local and transshipment containers to be handled at Dugm Port
is therefore estimated to reach the Commercial Quay Container Temarahum capacity of

2.3 million TEUs by 2036 as opposed to previously estimated 4 million TEUs. The change is in
that the space previously allocated for the container terminal has been reduced and given to the
mineral dry bulk terminal.

33. A 230,000 barrelper day (bpd) refinery is currently taking shape in the Dugm SEZ. A
liquid bulk shipping terminal will be constructed at the other end of the Dugm Port opposite the
Commercial Quay. This liquid bulk terminal will have its own handling capability apant tine
Commercial Quay. The cargo terminals on the Commercial Quay will however benefit the
refinery, the associated petrochemical cluster and the liquid bulk shipping terminal by facilitating
the importation of project materials, spar@sd raw materials.

34.  An economic assessment model had been created to assess the economic viability of the
Dugm Port. The evaluation considers the medium scenario. Cargo volume forecasts were based

on the market studgf 2011/12 data and information from SEZAD, and supplemented by the

Al 1 B6s staff estimates. The tariff used confor
2016 to 2040 for a period of 25 years.

35. Based on traffic demand data provided by SEZAD and iapmicable port changes and
standards of other ports as assumptions, the overall Financial Internal Rate of Return (FIRR) of
the project isl5.8%6. TheEconomic IRR (EIRR) of the project is calculated ab2&.These IRR
assessments are conservativenase have e carried out without considering other benefits by

the liquid bulk cargo, refineryand other port related activities which would further enhance the
Projectds viability. I n additi on assumimgdew RRs we
adverse scenarios of construction delay by 1 year, or benefit or revenue reduction by 15%, capital
investment cost increase by 15%, or worse with the combination of benefit/revenue reduction
while capital cost increas@he sensitivity analysishows hat the Poject is robust against the

worst case scenarios. Table 3 shows that EIRR may go down from 25.5% of the base case scenario
to 18.5% in the worst case situation of capital cost increase by 15% while economic benefit
decrease by 15% concurrentivhile Table 4 shows the FIRR to reduce from a solid 15.8% in the

base case scenario to 8.6% in the worst case scenario when revenue decrease by 15% concurrently
with capital cost increase by 15% his worst case FIRRs still within the range of 8 to 18%
expected by port investors in the global port induskyrther details are in Annex

Table 3: Sensitivity of the Economic Internal Rate of Return

ltem Change EIRR ENPV
Base Case 25.5% 502,910
Economic Benefit -15% 20.4% 277,225
Operating Cost +15% 23.2% 393,926
CAPEX +15% 23.3% 461,645
CAPEX / Economic Benefit +15% £15% 18.5% 235,960
Delay 1 Year 22.5% 407,014

EIRR = Economic Internal Rate of Return; ENPV = Economic Net Present Value
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Table 4. Financial Results of Sensitivity Analysis

Item Change FIRR FNPV
Base Case 15.8% 113,636
Projected Revenue -15% 9.9% -52,965
Operating Cost +15% 12.2% 5,345
CAPEX +15% 14.2% 72,371
CAPEX / Projected Revenue +15% £ 15% 8.6% -94,230
Construction Delays one year 14.2% 66,421

FIRR = Financialnternal rate of return, FNPV = Financial Net Present Value

C. Fiduciary and Governance
a) Financial Management

36. At presentSEZAD is managing the financing of all its projects internélf£ZAD has

strong countrytevel public financial management arrangemgudsticularly regarding budget. All
capital expenditures are subject to approval of the Supreme Council of Plaofnitig

Government

37.. SEZAD6s Finance Department, wh o perieneads e e s
financial specialistsAll employees are full time with formal job descriptions for each position.

An internal audit function is available within SEZAD. External audit is conducted by two
independent auditors; first by tH&tate Audit Institution of Omarollowed an independén
international auditing firm.

38.  Financial statements are currently prepared for SEZAD on monthly, quarterly and annual
basis. Existing reporting system can be linked with the financial information of physical project
progress with the help of financial negement specialist. Financial management system is
computerized and it produces the necessary financial reports of the ongoing development works.
The staff is adequately trained to maintain the system and the management organization and
processing systenmafeguard the confidentiality, integrity, and availability of the datanex 6
provides the summary of financial management assessment.

b) Procurement

39. A tender for the construction of works for the Project has already been conducted by
SEZAD on an advancecbntracting basisi si ng SEZADOG6s pr o Ealowmgne nt p
completion of the tender evaluation, a letter of notification of award of contract has been issued to
the successful tenderen Turkish joint venture. A reputable international consultancy firm was
appointed by SEZAD to assist in the tendercess.

40. Al 1 B6s procurement team visited SEZXgaD at i
andregulatory framework under which the procurement was conducted; b) the tender process
followed bySEZAD; and c) the relevant tender documentation. fEwéew found that the tender

had followed an international open competitive tender process for which there were no country
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eligibility restrictions. The invitation to tender had been published in both national and
international p ap e r.sThatender documents iBsiidd dvere based an ithe
Oman Tender Boardés oO6Standard Documents for B
edition. The form of agreement used in the Standard Document is alogapre-1999versionof

FI DI Cos O©fContractfar Gomssruction.

41.  Atotal of eight tenderers, comprising international and local firms, submitted tefiders.

tender was conducted ont@o envelope singlstagebasiscomprising a first stage technical
evaluation followed by financial euwstion of those tenderers that were found to be technically
responsive. The overall evaluation was conducted oonzbined technical and financialerit

points basis. The financial offers remained sealed until the technical evaluation had been
completed.Once the financial envelopes had been opened, the tendergbfivesof the tenderers

that were determined to be technicaltgponsivaveret hen publ i shed dhe SEZAD
tender price of the two highest ranked offers were found to be sigtificarexcess of the base

cost for the project and were therefore considered financially non responsive and rejected.

42.  The firm that submitted the third ranked offer was also rejected on the grounds that there
was evidence of substantive poor performance by the firm on an ongoing MOTC financed contract.
The firm had been invited by SEZAD to discuss the concerns regahgdimgerformance before
deciding to reject the tender. The fourth ranked tenderer was subsequently awarded the contract.
Notification of the contract award has been published on the SEZAD website. To date no
complaints have been submitted from any of thetigipatingtenderers.

43.  The regulatory frameworind tender procesgas reviewed using benchmarks provided in

the OECDO6s Methodol ogy for Ass ewasfoundpver@litooc ur e m
be generally consi st ent nciplesamd PhocureBrénsStaGdardseandP r o ¢
therefore, satisfactory to ti#dIB .

44. During project implementation the following will apply

a) any complaints received by tenderers, or requests for debriefings, related to the
contract awarawill be handled in accordance with the requirements ¢fe Bank 0 s
Interim Directive: Procurement Instructions to Recipients.

b) rel evant provisions of AlwillBéiscluddihthey on
particular conditions of the contract of the sucfidgenderer, including the right to
audit or i nspe c theBanksr required ® coddoiat an mestigason i f
under this policy.

c) The Bank will monitor contractual performance.

45. As partof the project inception mission, AlIB will hold a watkop on effective project
implementation, procurement poli@and contract management.

D. Environmental and Social

46. The Project has been placed in Category B under the provisiénsdaf B6s Envi r onm
and Social PolicyESB. The potential risks and impacts, which will occur primarily during the
construction period, are limited and localized, and concentrated within the existing port area, at
commercial quays that are already built. A preliminary Environmental Impact Assss$tEIA)

16



has been prepared to meet the requirements of the national legislation of Oman and a Preliminary
Environmental Permit has been issued by the Ministry of Environment and Climate Affairs
(MECA). The PEIA addresses the provisions AilB0 s EiE&irorimental and Social
Assessment and Management, which is applicable to the Pi®ECAD disclosedhe PEIAon

its website or6 November 201% The Project does not require any land acquisition since the
construction will take place at the already camsted berths.

47. The PEIA includes a legal framework review; environmental, social and ecological
baseline studies; assessment of potential impacts during construction and operation; mitigation and
monitoring measures and a general environmental management plan (EMP) that covers
environmental and social aspects. The EMP in the PEIA provides for the estabfished
mitigation measures to reduce and eliminate the potential impacts; these measures would be
implementedby the existing environmental and social management, monitoring and reporting
system at SEZAD. Consistent with Omani procedures, a detailed EIA (DEIA) and EMP are under
preparation by certified consultant engaged by the contracttiese documents wouklipport

the Project implementation and provide the basis for the Final Environmental PermittgHad>)
issuedby MECA. Prior to commencement of construction of works, SEZAD: (ijl obtain all
environmental approvalsf the DEIA and EMPrequired underite Omani Lawsand the ne
objection ofAlIB ; (ii) comply with the process of consultation and disclosure of each of the DEIA
and EMP;and (iii) implement all the actionn accordance witmequiranents ofthe DEIA and

EMP.

E. Risks and Mitigation Measures
48. Credit Risk Consideration for Oman. Currently Omanés sovere
BBB-wi th a stable outl ook. Despite the fact th

experienced 3 downgrades for a period less than two years, it is exipatt€iman can broadly
maintain its fiscal and external stock positions, because the authorities have taken robust policy
actions, such as government expenditure reduction, increasing the role of private sector, and tax
reform, etc. Given the investmentge rating by $&P and the likelihood of further deterioration

is small, overall credit risk level for the two proposed sovereign loans to Oman is expected to be
small.

49. Al | B6s EXx p o s Wihehe approv@ nfdahe proposed sovereign loans for the
Project ($265 million) and also for another proposed Railway System Preparation Project ($36
million), the total exposure to Oman is expected to be $301 million. No limit is breached.

50. Operational Risks: AlIB does not have operational experience in Omantlea&EZAD

has not administered projects funded by multilateral financing instituttohst hough SEZAD
project implementation capacity has been found adequate with the experienced project management
team alreadyboard AlIB will consistently review and closely monitor the project progress and
ensuraurgent measure to resolve any issue. AlIB will also organize project implementation training
workshop at the project inception stage covering best practices in projestiemationefficient

contract management, and boosting disbursements.

5 http://www.dugm.gov.om/sezad/environment/reports
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51. The Projectis in lingvith AlIB strategy in infrastructure financing. Based on consultations
during the project preparation, no major risks have been identified. The overall project risk is rated
AModerateo, asb detailed in Annex
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Annex 1. Result Framework and Monitoring

Data Sources and

Design Performance Targets and Indicators with Reporting Assumptions
Summary Baselines Mechanisms and Risks
Impact Assumptions

Full economic potentia
of Dugm Port achieved

Annual gross revenues with the Project
increased to:

1 OMR 38 million ($98.8 million) by Year
2021

1 OMR111 million ($288.6 million) by
Year 2025

1 OMR 137 million ($356.2 million) by
Year 2030 and onward

(Baseline: OMR 0.7 million ($1.82 million,

2016)

Annual Performancg
Report of Dugm
Port prepared by
PDC

1. PDCis committed to
maximize terminal
capacities

2. The rail system is
implemented and
operated by 2021

Risk

Delay in completion of
mineral connection line

by Oman Rail
Outcome Assumptions
PDC will calculate
Dugm Port Total dry bulk mineral annual exports and report on these| The PDC is committed tg

Commercial Terminal
and

Operational Zone
Development
operationalized

increased from 5.5 million tons in 2016 to
1 6.6 million tons by 2021, and
1 19.7 million tons by 2031

Cargo consignment dwell time in port
Target dwell time to be reached a
sustained on and after the year 2025
follows:

Dwell Time in port
<5 days

93% of annual
cargo throughput .
6% of annual cargo 09 days

throughput

1% of annual cargo >10 days
throughput

Baseline 2016 carge nil

indicators as part of
its annual reporto
SEZAD.

1. maximize terminal
capacities

2. strive to reduce cost
and

3. continuously
improve port
productivity and

responsiveness
Risk
SEZADS s | pami t

oversightexperience

Outputs

1.Port related
infrastructure
completed at the
terminals on the
Commercial Quay

By Dec 2020the construction of
following infrastructure completed:

a) Road and paving works
1 3 km of 2lane dual carriageway
internal roads connecting all the
terminal buildings and parking areas
1 construction of container and cargo
stacking yard,

i parking areas, and

SEZAD website and
Annual Performancg
Report of Dugm
Port, prepared by
PDC

Minutes of the
monthly Project
Implementation

Review Meeting

Assumptions

PIU functions efficiently
due to presence of highly
experienced international
and national staff

PIU and SEZAD
regularly hold PIRC and
Steering Committee
meetings and timely
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Design
Summary

Performance Targets and Indicators with
Baselines

Data Sources and
Reporting
Mechanisms

Assumptions
and Risks

2.Project
implementation
managed as per loan
covenants

1 a helipad.
b) Other infrastructure works
1 potable water network to serve the
commecial berth buildings and ship
1 afirefighting network, storm water
and sewerage network,
1 installation of electrical,
telecommunications, and
1 street and yard lighting cables, and
construction of fencing and gates.
¢) Terminal building and Operational
Zone
1 administration building,
1 training and amenities centers,
1 emergency and firefighting center,
1 electrical service buildings;
9 multipurpose terminal;
1 container terminal;
9 dry bulk terminal,
9 workshop and maintenance building
gate house, and
9 electrial service building

d) Crane beam and track works
1 installation of a crane beam support
on piles, and its tracks.

Project Implementation Review Committe
(PIRC) meeting held monthly by PIU and
minutes of the meeting regularfigrwarded
to SEZAD and AlIB

Project Steering Committee meeting hatd
leastonce every 6 months and proceeding
reported to AllIB

Environmental Management Plan
implementation and reviewed at every
monthly PIRC meeting

SEZAD procurement team trained in
contract management by pect

construction supervision consultants withi
one month after the loan effectiveness

Training workshop organized during the
AlIB inception mission for PIU and
SEZAD on the best project implementatio
practice, procuremenfinancial
managemengnd dislirsement.

Quarterly EMP
implementation
reports

resolve project
implementation issues.

Risk
Poor efficiency of

contractor in executing
civil works contract
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Activities with Key Milestones Inputs

1. Construction Works at the terminals on the Commercial Quay AlIB loan: $26500 million
1.1. Civil works contractor mobilized and construction commenced by 15 Mail SEZAD:  $88.33million
2017 Total: $353.33million

1.2. Construction supervision consultant submits monthly progress report to |
SEZAD, and AlIB

1.3. Environmental Management Reports with detailed implementation statug
submitted by construction supervision consultant to PIU, SEZAD, and Al
after every quarter from the commencement of civil works contract

1.4. Civil works contract completed by Dec 2020.

2. Project implementation

21.Al'Il B to organize workshop on eff
procuremenpolicy and contract management, and good practices for fast
disbursement at the inception mission of the Project

2.2. PIU toregularlyorganize monthly IRC meeting and share the minutes of t
meeting with SEZAD and AlIB

2.3. Projectimplementatiorreview mission fielded at least twice a year jointly k
AlIB and SEZAD

PDC= Port of Dugm Companfroject Implementation Review Committee= PIREIJ= Project Implementation Unit;
Source: AllB and SEZAD
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Annex 2: Detailed Project Description

1. The proposedDugm Port Commercial Terminal and Operational Zone Development
Projectis envisioned toinclude nl y one maj or c i \Construstianrofkpert cont r
related infrastructure, including access road, terminal building, and Operational Zone facilities
[Contract Package IP2].

2. The ContractPackage IP2 is for the construction of port related infrastructure (or
superstructures in port development terminology) on the already completed hard quay structure.
This Component igo provide the existing commercial quay with:

A. Road and paving works,

B. Other infrastructure worksincluding utilities andinstallation of electrical,
telecommunications, and street and yard lighting caldesl construction of
fencing and gates.

C. Construction of terminal building and operational zone,

D. Installation of a crambeam supported on piles, and its tracks.

3. The following schematic diagram shows the main works of the Contract:

Crane beam and track works
Cargo stacking yard

Internal roads
Buildings
3km access road

4. Description and purpose of theain works under the Contract IP2 are as follows:

Work Description Purpose
A Road and paving works
Al Construction of 3 km of 2ane duall § The 3km road will be theommon acces

carriageway road with internal roa way of the 3 terminalsn{ulti-purpose,

connecting all the buildings and parki container,and dy bulk terminals)

areas T I'nternal roads wi
own heavy vehicles trucking the car
from the ship to the cargo storage ar
and vice versa.
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Work Description

Purpose

A2. Construction of contaimeand cargo
stacking yard

T

Cargo and Container stacking yards V
be raised to quay height, stiffened an
layer of pavement on top.

The purpose would be to create a fit
purpose platform for the placement
heavy cargo and multi layers sta
contaners.

A3. Construction of parking areas, and a
helipad

Parking areas will be for

o parking of 3 party goods vehicle
brining cargo/container into th
terminal to wait while checks al
performed for terminal acceptance

o parking of empty 8 party vehicles ta
await loading of cargo/containers
the terminal

0 parking of staff and visitor vehicles

1 The helipad is for dispatch/retrieve of sf
pilot to/from the ship at sea during hea
weather on arrival/departure port

Other infrastructure works
B1. Construction of potable water netwg 1 Water network for people, building ang

to serve the commercial berth buildin
and ships

equipment consumptions
Potable water will be available for sale
ships on application

B2. Construction of a fire fighting networl

The port will have its owrfirefighting
capabilities

B3. Construction of a storm water netwo { To channel rain waters into the sea
avoid flooding of cargos in the terminal
B4. Construction of a seweragetwork 1 Toservethe buildings
B5. Installation of electrical, 1 To enable ICT system to be installed
telecommunications, and street and the working of the terminals
yard lighting cables I to enable the terminals to work day g
night
B6. Construction of fencing and gates | To comply with the International Sh

Port Security (ISPS) Code

Construction of terminal buildings and
Operational zone
C1. Terminal buildings and operational zone
i. 1 Administration Buildingone)
ii. 1 Training andAmenities Centre
iii. 1 Emergency anéirefighting Cengr
iv. 2 Electrical Service Buildings

The Operational Zone houses the F
Operator Administration and is where t
port customers interact with the pq
operator such as for the submission
documents angdayment.
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Work Description

Purpose

 This zone also houses the Port Termi

1 Itis also where the visitors to the port w
be met.

Fire Fighting respond center

C2. Buildings for
Terminal (MPT)
I. 1 Workshop Building
ii. 1 Maintenance Building
iii. 1 Gatehouse

iv. 1 ElectricalService Building

the MultiPurpose

1  The MPT will not have any administrati
function

1 All buildings in the MPT are servic
buildings to support the working of th
MPT.

C3. Buildings for the Container Termin
(CT)
i. 1 Administration Building
ii. 2 Gatehouses
iii. 1 ElectricalService Building

1 The building will also house the terming
control center.

1 There will one gate for vehicle entry a
one for vehicle egress.

C4. Buildings for the Dry Bulk Termina
(DBT)
i. 1 Workshop & Maintenanc
Building
ii. 1 Gatehouse
ii. 1 ElectricalService Building

1 The DBT will not have any administratiy
function

1 All buildings in the DBT are servic
buildings to support the working of th
DBT.

I nstallation of a crane beam
supported on piles, and its tracks

1 The crane track is for container qu
cranes to traverse along the length of
CT. Additional ground support to b
provided to heavy cranes.
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Annex 3. Economic and Financial Analysis

A. Introduction

1. The Asian Infrastructure Investment Bank (AlIB) had been requested to provide finance
for development of DugnPort The specific development required is the construction of access
roads, utilities, buildings and installation of container quay crane rails to an existing but empty
qguay structure referred to as the Commercial Quay. The packagarloto which financing is
sought is referred to as Infrastructure Package 2 (IP2). Upon completion of IP2, the Commercial
Quay will be outfitted with cargo handling equipment after which proper cargo handling port
operations would commence. The commencagraéport operations in Dugm would facilitate and
enable the development of the Dugm Special Economic Zone (SEZ), economic developments in
Al Wusta, and in Oman as a whole. The Dugm Port would be a catalyst for the growth of Omani
industrial minerals exqrt. The port, in parallel with the development of mineral railway line, is a
vital piece in the overall strategy of Oman diversification of its economy away from petroleum
export dependence.

B. Evaluation of Port Traffic Demand

2. The Government of the Sultate of Oman (GOS) initiated a mark&idy in 2011/12 to

assess cargo traffic demand on Dugm Port. This study was performed by a consortium of
international consultants comprising the Consortium of Antwerp Port, Drewry Maritime Services,
Tata Strategic Maagement Group and the Chemical Market Associates Inc. The study identified
four key segments of the cargo market that would generate demands on the port. These are: (i) the
export of industrial mineral; (ii) the import of raw materials and export of gtesdcom the Dugm

SEZ; (iii) import of raw materials and export of manufactured goods from the Dugm SEZ
industries; (iii) the import of crude and the export of petrochemiaats (iv) import of equipment

for the development and operation of the oil ansl fgailities in the interior of Oman and (later)

to Saudi Arabia.

3. Mineral Ores: Oman is rich with varieties of mineral resources and metallic minerals;

and possesses all of the key industrial minerals in commercial quantities. Its mining industry is an
important sector in the countryds economic diwv
Omands bul k mineral export is targeted to inc

by 2030. Gypsum exports from Oman have grown from 0.3 mitthms in 2010 to 5.84 million

tons in 2015. Oman is set to export 12 million tons to become the 3rd largest gypsum producer in
the world by 2019/2020. The capacity to export industrial minerals is expected to increase through
the combined facilities of thports of Salalah, Sohar and principally of Dugm.

4, Dugm Port development and the complementary SEZ are intended to transform Dugm into
a commercial transport and logistics hub. Industrial mineral deposits will be mined, pcbaeds
exported out througbugm Port.

5. The Oman mining directorate July 2013 report shows that vast quantities of carbonate
based minerals have been discovered in the governates of Dhank in the Dhahirah region and Sur
in South Shargiyah, and near the city of Dugm in Al Wusta. Liomests found in abundance in
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the Al Wusta region, specifically in Al Safiya and Al Hydaybah, located 15 km from Rayin

Limestone of Al Safiya is suitable for use as key ingredient in the manufacture of cement. Covering

the top of the Safiya escarpment, the deposits appear in a swathe extending a staggering 20 km
long, 400 m to 2 km wide and around 20 m thick. Limest@posits at Al Hydaybah are ideal for

lime production or as an ingredient in steel manufacturing. The @620 are made up of high

guality limestone with a calcium carbonate content of over 97 per cent and magnesium oxide of
around 0.7 per cent. Raysut@hent Co ( RCC) , Omanbdés | argest <ce
an agreement with Special Economic Zone Autharftpugm (SEZAD) to construct a cement

handling and distribution terminal at the port.

6. In June 2013, Canadidrased mining and metals firm Bla@lion announced it will finance
a $50m rare earths extraction plant at the D&@#A The facility will produce an estimated 10,000
tons per annum of rare earth oxides.

7. In April 2014, the Port of Dugm CompanyPDC) announced that it was negotiating with

four miner al processing and refining companie
mining cluster. Three foreign firms from the Middt@ast and Europe, and one Omani firm were
reportedlyinvestigating the feasibility gfrojects in Dugm.

8. Dugm Port is tasked to handle bulk dry cargoes with the aim to establish Dugm as a cent

for minerals export. To fulfil this task, Dugm Port will work with the Oman Railway to enable
mineral exports through seamless transportation of products from #rehimterland to the port

for export. In this connection, the development of railway system in general and mineral lines
connections to Oman ports in particular 1is cul
the efficient flow of mining carggarticularly to Dugm Port, from where materials will be
stockpiled, processed and exported to markets worldwide. The volume of industrial mineral export
through the Dugm Port is expected to be about 6 million tons at the initial stage of operations rising

to 20 million tons or more within 10 years.

9. Raw Materials and Dugm SEZ Products:The industries in Dugm SEZ would import
raw materials and export their products through the port. The majority of these would be by
shipping containers.

10. In May 2016, SEZADsigned an agreement with Oman Wanfang to build a-Sman
industrial park at the Dugm SEZ on an area of 1,172 hectarewitndn investment of about
$10.7 billion. Oman Wanfang is a subsidiary of Chikrab Wanfang Investment Management
Co, establisheavith government backing in 2015 by companies in the northwestern Chinese
region of Ningxia. The Sin®@man industrial park when fully operational is projected to generate
about 22 million tons per year volume of cargo handling for import and export thibaagh Port.

This will translate into some 1.4 million TEU of containéteweveras a proportion of containers

will arrive empty and depart empty due to the dynamic nature of industrial manufacturing, the
gross volume of containers to cater 22 millionstaf cargo should be about 1.68 million TEUs.
This volume is expected to be reached by the year Zl084.high volume of local containers
would attract a multitude of shipping lines to calDaigm Port, thereby increasing the connectivity

of the port. ©@nnectivity is a highly valued attribute by the transshipment container sector. The
resulting increase in connectivity at Dugm Port has the indirect effect of attracting the
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transshipment container sector especially from those shipping lines that aatédh Sak to being
AP Moeller Terminal (APMT) [operator of the Salalah Container Terminal] direct competitor, to
handle their transshipment contais atbugm Port.

11. The designed maximum capacity of the container terminal on the Commercial Quay is 2.3
million TEUs. It is not inconceivable that Dugm Port could attract a further 0.5 million TEUS of
transshipment container which together with the base load of 1.68mTili0’s of local containers

to reach this maximum capacity. The combined volume of local and transshipment containers
expected to be handled at the Dugm Port Commercial Quay Container Terminal is estimated to
reach its maximum capacity of 2.3 million TEUg B036, or 20 years from now. Shottltk
demand for more container capacity be required, this is addressed in the Dugm Port Master Plan
in Phase 2 port expansiomhich is outside of this project.

12.  Petrochemicals: A 230,000 barrels per day (bpd) refingsycurrently taking shape in the
Dugm SEZ. A liquid bulk shipping terminal will be constructed at the other end of the Dugm port
opposite the Commercial Quay. This terminal will have its own handling capability apart from the
Commercial Quay. The cargo teinals on the Commercial Quay will however benefit the
refinery, the associated petrochemical cluster and the liquid bulk shipping terminal by facilitating
the importation of project materials, spar@sd raw materials.

13.  Forecast Traffic volume at Dugm Pat: The project will facilitate enhanced regional
trade as the port will provide sufficient capacitystgoportimport volume demand by the Dugm
SEZ and capacity to support export volume of minerals from the mineral rich hinterland to
neighbouring counteis and the rest of the world. The import and export volume generated by the
port is projected in Table 1.

Table 1: Projected Throughput at Dugm Port

Year Dry Bulk Containers Break Bulk
('000 Tons) ('000 TEUV) ('000 Tons)
2020 6,249 390 1,110
2021 6,661 567 1,522
2022 7,770 826 1,977
2023 9,199 921 2,435
2024 10,119 1,016 2,600
2025 11,131 1,111 2,600
2026 12,244 1,206 2,600
2027 13,469 1,300 2,600
2028 14,816 1,395 2,600
2029 16,297 1,490 2,600
2030 17,927 1,585 2,600
2031 19,720 1,680 2,600
2032 19,720 1,783 2,600
2033 19,720 1,887 2,600
2034 19,720 1,990 2,600
2035 19,720 2,093 2,600
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C.

14.

Year Dry Bulk Containers Break Bulk

2036 ('000 Tons) ('000 TEU) ('000 Tons)
2037 19,720 2,300 2,600
2038 19,720 2,300 2,600
2039 19,720 2,300 2,600
2040 19,720 2,300 2,600
CAGR 6.2% 9.8% 4.6%

Economic Analysis

Economic Benefits. The development of the port is a necessary component of the Dugm

SEZ. Itis assumed that without the development of the port, imports and exports for SEZ will have
to be served by the Salalah port, which is about 685 km from Dugm. This extra transport distance
will add to substantial time and cost, and hence reduce the export competitiveness of the Oman
products. Comparing the s@io of with and without Dugmd?t investment, the major benefits

of the port can be grouped as follows:

15.

(i) Enhancement of regional tradlethe port will facilitate imports and exports for the
Dugm SEZ and region. The volume of cargo handled at the port and the associated
revenues earned will contribute to the aporemental benefits that will not be
attainablan the with-out scenario. The enhancement of regional trade will increase the
frequency of vessel calls and downstream ancillary activities (e.g. ship bunkering,
pilotage and chandling) and its associated revenues earned will contribute to the
induced beefits that result from the existence of the port facility.

(i) Job creation an estimated 1500 direct jotissough different porirelated companies,
and 3000 indirect jobthrough services and industrigie projected to be creatadth
thedevelopment othe port. A weighted average multiplier of dollar earned of 0.08 per
worker has been assumed. The iaseof 4,500 jobs from the wiht scenario and its
associated revenues contribute to the incremental benefits.

(iii) Facilitation of export of minerals aritd associated revenues will contribute to the-non
incremental traffic which wodl not be attainable in the wiht scenario;

(iv) Reduce transportation costs and time for import and exports serving the Dugm SEZ.
Note: (iii) and (iv) were not in the economigaysis due to the difficulties in modelling these
benefits.

Project Cost The project costs comprise the following:

(i) Capital costs incurred during the construction period of the port. The base year is
assumed as 2016, which means all costs are based on 2016 prices

(i) Annual operation and maintenance costs of the port during the life of the Project
(analysis period)

(i) Similar port projects financed by private investors adopt a discount rate, proxy from
the weighted average costs of capital, betwdend 12% A 12% discount rate is
assumed for this model.
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(iv) The total investment cost is assumed to be spread out as follows
a. Year-11 45% of total Capital Costs
b. Year-21i 35% of total Capital Costs
c. Year-31 20% of total Capital Costs

16. Economic cost of project componentCostsandbenefits are expressed in constant 2016
prices. Capital costs exclude taxes, interest, and financial charges and duties during construction.

17.  EconomicEvaluation Results:An economic assessment model had been created to assess
the economic viability of Dgm Port. The evaluation considers a kwagn scenario. Cargo
volume forecasts were based on the marketlys data and information from SEZAD and
supplemented by the port consultant research. The evaluation spans from 2016 to 2040 for a period
of 25 yeas.

18.  The key definition and assumptions made in the development of the EIRR anedsl|
follows:

a. Induced benefits refdp the revenue earned by the port from ancillary activities like
additional shipping services (bunkering, pilotage, chandling, etw) lmas been
assumed to be a 20% multiplier of revenue from port handling chayesasonable
benchmark against similar developments

b. Incremental benefits refer to the revenue earned from the port handling charges, which
would have not been earned in thigh-out port scenario, and is calculated based on
the projected cargo, and benchmarked tariffs.

c. Nonrincremental benefits refer to the revenue earned from the introduction of new jobs
created as a result of the port developmEm¢1500 direct and 300@direct jobs have
been stipulated to be created incrementally from 50% in year of operation to 100%
within 5 years of operation, with a benchmarked diedfetct employment weighted
average mulplier of 0.08 utilized, and 100,000 economic value per eoyee
estimated based on Omandéds | abour producti

d. Operations and Maintenance costs is estimated conservatively and assumed to be at
65% of total revenue costs.

19. The EIRR derived is 25% as illustrated in Table 2.
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Table 2: Detailed Economic Internal Rate of Retuon® Qn n n 0

Economic Benefit

Year Revenue from  Nonncremental Incremental Total Capital Costs Operation and Total Net Benefit
Induced Benefits Revenue Revenue Maintenance
2017 - - - - 150390 - 150,390 (150,390)
2018 - - - - 116970 - 116,970 (116,970)
2019 - - - - 66840 - 66,840 (66,840)
2020 14,916 19,853 74,582 109,352 0 55,750.24 55,750 53,601
2021 20,499 19,853 102,497 142,850 0 66,623 66,623 76,227
2022 28,648 23,824 143,240 195,711 0 93,106 93,106 102,605
2023 32,540 27,794 162,700 223,035 0 105,755 105,755 117,279
2024 35,743 31,765 178,714 246,221 0 116,164 116,164 130,057
2025 38,720 35,735 193,599 268,054 0 125,839 125,839 142,215
2026 42,575 39,706 212,874 295,155 0 138,368 138,368 156,787
2027 45,704 39,706 228,521 313,932 0 148,539 148,539 165,393
2028 48,887 39,706 244,436 333,029 0 158,884 158,884 174,146
2029 52,129 39,706 260,646 352,481 0 169,420 169,420 183,061
2030 55,436 39,706 277,179 372,321 0 180,166 180,166 192,154
2031 59,990 39,706 299,950 399,646 0 194,968 194,968 204,679
2032 62,871 39,706 314,356 416,934 0 204,332 204,332 212,602
2033 65,752 39,706 328,762 434,221 0 213,696 213,696 220,525
2034 68,634 39,706 343,169 451,508 0 223,060 223,060 228,449
2035 71,515 39,706 357,575 468,795 0 232,423 232,423 236,372
2036 75,884 39,706 379,420 495,010 0 246,623 246,623 248,387
2037 78,823 39,706 394,114 512,643 0 256,174 256,174 256,469
2038 78,823 39,706 394,114 512,643 0 256,174 256,174 256,469
2039 78,823 39,706 394,114 512,643 0 256,174 256,174 256,469
2040 78,823 39,706 394,114 512,643 0 256,174 256,174 256,469
Discount Rate 12%
EIRR 25.5%
ENPV $502,910

EIRR = Economic Internal Rate of Return; ENPV = Economic Net Present Value
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20.  Sensitivity analysis has also been carried out to determine the robustness of the project
economic performance as responding to

a. Reduction in economic benefit by 15%;

b. Increase in operation and maintenance cost by 15%;

c. Increase in CAPEX cost by 15%;

d. Increase in BPEX cost by 15% and reduction in economic Benefit by 15%; and

e. Delay in project by 1 Year.

21. The results are summarized in Table 3.

Table 3: Sensitivity of the Economic Internal Rate of Return

Item Change EIRR ENPV
Base Case 25.5% 502,910
Economic Benefit -15% 20.4% 277,225
Operating Cost +15% 23.2% 393,926
CAPEX +15% 23.3% 461,645
CAPEX / Economic Benefit 15% £15% 18.5% 235,960
Delay 1 Year 22.5% 407,014
D. Financial Analysis

22.  Financial analysidasalsobeen carried outBased on the traffic forecast shown in
Table 1 above, revensérom port operatiorare estimated using the port tariff charged for
different commodities shown in Table 4 below:

Table 4. Dugm Port Key Tariff

Dugm Port
Dry bulk OMRO.8 per ton flat rate
Container OMRS50 per TEU flat rate
General cargo Between OMR2 to 3 per ton.
Vehicles are charged
differently.

23. Based on data provided by SEZAD and use of applicable standards of other ports as
assumptions, the overall Financlaternal Rate of Return (FIRR) is calculatedlL&t8% for

the Roject (Table 5). This is within the range of 81 expected by port investors in the

global port industry.This FIRR assessment is conservative as it is performed without
considering othdpenefits by the dry dock, liquid bulk cargo, refinery and port related activities
which would further enhance projectods viabil
pumps, and other equipment requivesd 0ol dawndl
field development near their common border. Similar port projects financed by private
investors adopt weighted average costs of cafalCC) betweerB and 12%, 4 2% discount

rate is assumed for this mod€he revenue stream mainly confiesm the port revenue derived

from the handling of dry bulk, container and break bulk cargo at the port.
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Table 5. Detailed Financial Internal Rate of Return( $ 6 0 0 0 )

Year Total Capital Operation Net Revenue
Revenues Investment Costs
2017 - 150,390 - (150,390)
2018 - 116,970 - (116,970)
2019 - 66,840 - (66,840)
2020 74,582 - 48,478 26,104
2021 102,497 - 66,623 35,874
2022 143,240 - 93,106 50,134
2023 162,700 - 105,755 56,945
2024 178,714 - 116,164 62,550
2025 193,599 - 125,839 67,760
2026 212,874 - 138,368 74,506
2027 228,521 - 148,539 79,982
2028 244,436 - 158,884 85,553
2029 260,646 - 169,420 91,226
2030 277,179 - 180,166 97,013
2031 299,950 - 194,968 104,983
2032 314,356 - 204,332 110,025
2033 328,762 - 213,696 115,067
2034 343,169 - 223,060 120,109
2035 357,575 - 232,423 125,151
2036 379,420 - 246,623 132,797
2037 394,114 - 256,174 137,940
2038 394,114 - 256,174 137,940
2039 394,114 - 256,174 137,940
2040 394,114 - 256,174 137,940
WACC 12%
FIRR 15.8%
FNPV 113,636

FIRR= Financial Internal Rate of Return, FNPV= Financial Net Present Value
WACC = Weighted Average Cost of Capital

24.  Sensitivity Analysis. Similarly, a separate analysis was carried out to examine the
sensitivity of the FIRR and FNPV to adverd&nges in key variables follows:

a 15% decrease in projected revenue;

a 15% increase in operation costs;

a 15% increase in CAPEX;

a 15% decrease in projected revenue and a 15% increase in CAPEX; and
a oneyear delay in construction.

"0 T

25. In all casesthe rates compare favorably with the estimated WACC value2%f 1
substantiating the financial viability of the project (Table 6).
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Table 6. Financial Results of Sensitivity Analysis

Item Change FIRR FNPV
Base Case 15.8% 113,636
Projected Revenue -15% 9.9% -52,965
Operating Cost +15% 12.2% 5,345
CAPEX +15% 14.2% 72,371
CAPEX / Projected Revenue +15%/- 15% 8.6% -94,230
Construction Delays one year 14.2% 66,421

FIRR = Financial internal rate of return, FNPV = Financial Net Présaioe
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Annex 4. Sovereign Credit Fact Sheet

A. RecentEconomic Development

1. Oman is a high income country with heavy dependence on oil and gas. Oil production
accounts for around 50% of GDP, and over 70% of government receipts and export earnings.
Omani growth habeenadversely affected by the recent decline in oil price, wighetonomy
contracting by 13.8 per cent in 2015, before a slight rebound of 2.7 per cent in 2016.

2. The authorities have taken measures to reduce the attending fiscal deficit, including
cutting spending on wages and benefits and reducing subsidies. Hatvearaegins in deficit,

and public debt will rise in next few years. During the period 2010 to September 2014
benchmark oil prices (Brent) were over USD100/barrel and Omani average annual current
account surplus was over 5 percent of GDP. The oil pritteediteginning of December 2015
($44.3/barrel) was down 61% compared to the high in 2014. As a result, Omani current account
will deteriorate significantlyThe exchange rate peg to the U.S. dollar continues to serve Oman
well and inflation is projected t@main low.

B. Economic Indicators
Selected Macroeconomic Economic indicators (2012018)
Economic Indicators 2014 | 2015 2016* 2017+ 2018*

National income and prices (change %)

Economic growth (GDRnnual%) | 2.7 | -13.8 2.7 3.4 4.3

CPl inflation 1.0 0.1 1.1 1.9 2.3
Total government operations (% of GDF

Total government revenue 45.3 | 33.8 35.0 36.0 36.5

Total government expenditure 488 | 51.1 50.5 48.3 47.5
External debt (% of GDP) 14.0| 19.0 17.0 16.0 --
Public debt (%of GDP) 4.9 9.2 29.3 35.3 38.0
Money and credit

Broad money (US$ billion) 34.1 | 39.1 40.1 40.7 38.6
Gross reserves (billions $) 16.3 | 17.5 16.0 15.1 15.2
Current account balance (% of GDP) 52 | -155 -16.3 -11.4 -8.8
Exchange rate (OMR/$, end period) 0.39 | 0.39 0.39 0.39 0.39

Note: * denotes projected figures. Figures in the table are based on data confirmed by State General Reserve Fund
of Oman.

Source: Focus Economic, Consensus Forecast, Oman, October 2016;| Katidreafor statistics and Information,
statistical Yearbook 2016, Oman July 2016; World Bank, World Development Indicators databank; Euler Hermes
Economic Research, Country report Oman, 2015.

C. Economic Outlook and Risks.

3. Looking ahead, Omani mediwterm growth is projected to pick up. The modest
recovery of oil price will provide some support for growth to recover. Omani current account
deficitis likely to persist, albeit with a smaller deficit, through tiediumterm. Neverthadss,

the key risk in relation to the external sector is a more protracted period of low oil prices, which
will make it harder for Oman to close the current account deficit. Another risk is a further decline
in demand for Omani e Xradiong partnerd. For debt eutlookpIMmB t r y 6
pointed out thathe sustained impact of fiscal measures mentioned before, combined with the
planned increase in corporate income tax from 2017 and the introduction of VAT in 2018, will
narrow the fiscal deficit ovehe mediurterm and thus public debt

7 International Monetary Fund (IMF), 2016. Press Release No. li6R@5s Release: IMF Staff Completes 2016
Article IV Mission to OmanMay 9, 2016
34



Annex 5. Risk Assessment and Mitigation Measures

Risk

Risk
Assessment*

Risk-Mitigation Measures

Inherent Risk

1. Entity-specific Risks

M

SEZAD is new to AlIB sProcurementPolicy anc
Directives, and Loan Disbursement Manual ar
proedures. At the commencement of the proj
implementation, AlIB will arrange a comprehens
training of PIU/SEZADon AIIBO s procul
disbursementprocedures financial management, a
best implementation practicesinvolvement o
international procurement/contract manager
specialist in the PIUwill also strengthen SEZA|
capacity in contract management.

2. OperationdRisks

Upon completion of the Project, the operation re
Commercial Terminal and Operational Zone will
handed over to th€ort of Dugm Company (PDGo
manage and operat8EZAD6 s over si gt
port operations needs strengthening. With hie¢p of
port development consultant under the constru
supervision teamSEZAD shall develop an ihouse
capabilityto oversee and ensure that the direction o
port is always in line with its goal¥he consultanshall
also assist SEZAD in establishing set of ke)
performance indicators for the port operator PDC.

Overall Inherent
Risk

Control Risk

1. Implementing Entity

Project implementation support and capa
improvement are provided as a project compont
through project management andonstructior
supervision consultants
monitoring of implementation progress and reg
fielding of review missions will ensure timely mitigati
of any implementation delagnd strict compliance ¢
environmental safeguardSEZAD will also disclos:
project progress and compliance of safeguards c
website at least twice a year each after 6 months
loan effective date.

Since the same AIlIB Team is also engaged in
implementation ofOman Railway System Preparati
Project, which is to be implemented by OGLG ¢
Oman Rail, AlIB willregularlyhold monthly video/tele
conferences with OGLG, Oman Rail, and SEZAL
closely monitor the progress of both projects and
urgent steps to avoid any deld@jhese measures are
addition to regular review missions, which will
fielded at least twice per year.

2. Funds Flow

Timely availability of counterpart funds will be ensu
by implementing the proposed funds flow arrangem
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Risk

Risk * Risk-Mitigation Measures
Assessment

3. Staffing M Project management teashall assist SEZAD to desit
and implement the training program especially for A
financial reporting requirements and their integra
into overall national financial reporting requirements

4. Accounting Policies and M Accounting Policy shall be drafted taking into accc

Procedures the national accounting standards and the requirer
of AlIB.

5. Internal Audit N Capacity of internal auditor shall be improved by
financial management specialist

6. External Audit M Audit of the project accounts shall be done in accord
with the International Standards on Auditing, by
Auditor acceptable to AlIB.

7. Reporting and Monitoring M SEZAD andPIU shall regularly report in accordar
with AlIB requirements on inhererdadequate contrt
mechanisms

Overall Control Risk M

*H 1 High, ST Substantial, M Moderate, N Negligible or Low.
AlIB = Asian Infrastructure Investment Bank; OGLG = Oman Global Logistics Gralp=HProject
Implementation UnjtSEZAD = Special Economic Zone Authority of Dugm

Source: AllIB
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Annex 6: Financial Management Assessment

1. Key findings of the financial management assessment undertaken for the Special
Economic Zone Authority of Dugm (SEZAD) during the project preparatieras follows

Summary of the Financial Management Assessment

Particulars Conclusions

A. Funds Flow To date, no international financing project has been implemented by SE
Arrangements  with most projects being sefiinanced. However, internalunds flow
arrangements are reliable and secure. SEZAD has enough capabi
smoothly work under thBroject However, to ensure the alignment of ovel
financial management practice with the project requirementsining has
beendesigned through AB during inception missigrandon-the job training

by the project management consultants dutfiregproject implementation.

B. Staffing S E Z A Drimance Department, wth oversees funds flowis staffed with
experienced financial specialists who are experts in managing the in
finance. All employees are full time with formal job descriptions for et

position.
C. Accounting The chart of accounts based on theessédndard format has been in use by
Policies and Financial Department for many years. Segregation of dhassbeemoted
Procedures including budgeting system, payments, policies and procedures, cash an

safeguard over assets, other offices and implementing enfitisgparate
financial management manual is planned to be established for the Pro
accordance with AlIB requirements.

D. Internal and An Internal Audit function is available. For the external Audit, there are
External Audits layers, first it is carried out by th&tate Audit Institution of Omawhich is
followed by an independent international auditing firm.
G. Reporting and  Financialstatements are currently prepared on monthly, quarterly and a
Monitoring basis Existing reporting system can be linked with the financial informatio
physical project progress with the help of financial management specia
the consultants.

H. Information Financial management systésccomputerized and it produces the neces:
Systems financial reports of the ongoing development works. The staff is adeqt
trained to maintain the systenand the management organization
processing systesafeguard the confidentiality, integrity, and availability
the data
Source: AllB Project Team

2. Actions required to be taken by t8&ZAD are as follows:

) SEZADb6s financi al staff mu st undergo tr
procedures to understand them and strengthen their internal audit capacity;

(i) A separate financial management manual for the project should be urgently
established in accordance wihe Government and AlIB requirements; and

(i) SEZAD should maintain separate accounts for the Projects and have such accounts
audited annually, in accordance with appropriate auditing standards consistently
applied by independent auditors whose qualificetjoexperience, and terms of
reference are acceptable to AlIB
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Annex 7: Special Economic Zone Authorityof Dugm - Mandate and Structure

2. The Special Economic Zone Authority of Dugm (SEZAD) was established in 2011

pursuant to a Royal Decree 119/2011 tonage, regulate, and develop all economic activities

in Dugm Special Economic Zone (SEZ). Royal Decree 79 of 2013 further granted SEZAD with
financial and administrative autonomy status to manage, regulate and develop all economic

activities in the Dugm FeeZone. SEZAD is a financially and administratively independent

government entity.

3. The Organizational structure of the SEZAD is shown below.

Organizational Structure of SEZAD

Chairman
b

A4
Studies &
International
Cooperation
Department

Planning &
Follow up
Department

Security
office

CED's office <

Media department <

Legal Affairs department «
CSRdepartment <

Experts <

v
Boards &
Committees
Department

V
Internal Audit Consultants
Department & Experts

Chairman Office

> Coordination & Follow up section
> Public Relations section
P> Government Communication section

v

Legislations Division+

\ 4

Planning division -

Urban Planning

Policies & Strategic Department 4

v

VP of Corporate Services

Finance affairs department

Dep. CEO
Marketing Department i
Qne Stop Shop

Archives &
Document
Control
Department

legislation < .
department Information Technology department
Geographical
En\.rirongle nt rt.ttﬂair':s < Information Import, export & Custom Human Resources department
ek Systems & Surveying Clearance department Administration Affars &
Monitoring : . Services department
department Buildings monitor & Licenses and visas
community planning Commaercial
Register department
Public Services department
4. For Dugm Port, SEZAD is responsible for developing all the hard infrastructures

including the commercial termal and operational zone. Port of Dugm Company (PDC)

comprising a 50:50 joint venture between the Omani Government and the Consortium Antwerp
Port (the second largest container port in Europe) has been established by Royal Decree
28/2015 (8th July 2015) too-invest, operate, manage, and market Dugm Port. SEZAD has a
concession agreement with the PDC or a period of 28 Year. The PDC brings with it the skill
and experience of operating the international port of Antwerp to Dugm. Upon completion of
the Projectthe operation ready Commercial Terminal and Operational Zone will be handed
over to the PDC to manage and operate. PDC has declared its capability to handle an annual

volume of 10 million tonnes of dry bulk cargo and 2.3 milliBBU® of containers at the

Commer ci al Ter mi

plan. This capacity will be expanded as traffic volume grows in time. The PDC aims to make

nal

and Operational

Zone

the Middle East, Indian Subcontinent, and African Eaastas its export cargo hinterland.

5. The development and operation of the port is divided into three phases:

8 TEU stands folfwenty-Foot Equivalent Unit which can be used to measure a ship's cargo carrying capacity.

The dimensions of onEEU are equal to that of a standardR@ot shipping container (20 feet long, 8 feet tall).
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(a) Predevelopment phase
(b) Development phase
(c) Operational phase

6. The cross over between the Bevelopment Phase and Development Phase is the
berthing of a 6000 TEU container ship at the Port of Dugm. The cross over between the
Development Phase and Operation Phase is when the PDC achieves breakeven point, estimated
by2025. Upon achieving the Operation Phase, the PDC shall make contributi@apatal

Asset and Maintenance Fund from its profit as well as a share of the profit to SEZAD. Upon
reaching the full amount when contribution to the Capital Asset and Maintenance Fund is
reached, the net profit shall be shared by the PDC and the SEZAQuahtum of profit share
between the PDC and SEZAD is contained in the Concession Agreement.

7. The SEZAD Master Plan and thli&ojectAreais in the figure below:

CONSTRUCTION OF NR32 EPC
UPGRADING UTILITIES SERVICE
CORRIDOR

PM FOR EPC
UTILITIES SERVICE
CORRIDOR

SERVICE ROAD
TO TOURIST ROAD

S CONSTRUCTION OF ROADS 1 & 5[
B8 AND DRAINAGE SYSTEMS AT [
2 DUQM PORT

INTERFACE ROADSECTION 4R
(TO DUQM REFINERY) K&

SEZAD MASTER PLAN AND THE PROJECT AREA (IP2)
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Annex 8: Role of Dugm Port

l. Omani Ports

1. Oman Ministry of Transport and Communications (MOTC) has tasked each Omani port
to operate in a complementary fashion without duplication. Port Sultan Qaboos will be a city
port for tourism. Sohar's role is a combination of containers, general carg@teouhpmicals.
Salalah is engaged in the containers transshipment. Dugm will be a general port with major
facility for the mineral and petrochemical sectors.

Il. Dugm P o r €Cabge Base

2. Dugm Port will have three captive cargo bases:

Types of cargo Mainly tr ansported by

a. minerals export by mining companies exploiting the In dry bulk form by bulk
mineral rich Al Wusta and Shuwaymiyah regions ships

b. raw materials imported and exported for and by the Containers omledicated

industries in the Dugm Industrial Zones container or general cargo
ships
c.  petrochemical from the planned 230,000 bpd refiner In liquid bulk form by ship
in Dugm tankers
M. Omandés Miner al Exports
3. Oman is rich with varieties of mineral resources and possesses many key industrial
mi nerals in commerci al guantities. l'ts minir

diversification program. Mineral products such as dolomite, gypsum, and limestone are the

| argest componentos |ofextploe tcso u &xrpasniéitssgetbdud k mi r
increase from current 10 million tons to 60 million tons. Gypsum exports from Oman have
grown from 0.3 million tonnes in 2010 to 5.84 million tonnes in 2015. Oman is set to export

10 million tonnes of g yrih kngast ggpsum predocerrme2018,h e w ¢
and to hit 12 million tonnes by 2019/20&0become the third largest gypsum producer in the

world. At the national level, the capacity to export industrial minerals is expected to increase
substantially through enhaed facilities of Dugm Port.

IV.  Role of the Dugm Port

4. Dugm and its surroundings are rich in minerals (Figure 1) attracting both local and
foreign mining companies to operate at the Dugm Special Economic Zone (SEZ).Hougm

is set to be a major port servitige Dugm SEZ, its associated industries as well as the growing
mineral industry sector exploiting the rich mineral ore reserves in and near the Al Wusta region
andto handle bulk dry cargoes particularwith the aim to establish Dugm as a eerfor
minerals export.

5. Dugm Port sustainability will also be dependent on the commercialization of the
substanti al mi ner al resources of Wusta Gover
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cargo volumes over the long term. A Dry Bulk Terminal with pacity of up to 10 million
tonnes per annum i s part of the PBPum®Pdts i mme
Commercial Terminal and Operational Zone Development Propgoposed for AlIB

financing.

Figure 1: Location of Mineral Resources, and @i &as Fields

Dhofar

Ma, Proposed
Mazvounah

Thum anuwaymlvyah F reig ht
7‘ Corridor

' salalah

Sources: Mining and Petroleum Industries, and Public Authority of Mining

V. Dugm Portodos Mineral Export Market

6. The total mineral trade from Dugm Port is expected to regemdlion tonnes within

5 years from start of its operation and planned to reach 15 million tbgngsar 2028 The

pace of this increase is linked with the ongoing new mines development drelfgdanned

expansion of existing mines. The railway mineral line will be a catalyst for DRqrd s

mineral export volume. Based on Dugm market study, the details of potential export

opportunities of Omandés major minerals are a
A. Gypsum

7. Potenial export opportunities for Omani gypsum during 202@30 are:
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