Investment Opportunity

Cement factories

Market context

Demand for cement in Iraq is rising
fast as greater stability and reduced
levels of violence means that
construction projects can advance.
The Ministry of Industry and Minerals
(MIM) estimates that demand could
rise from the current approximate
level of 10 million t/yr to 25 million
t/yr by the middle of the next
decade.

The market opportunity is not
limited to domestic demand. Iraqi
cement will be competitive for
export, as raw materials and fuel are
widely availability and cheap, while
the labour force is also relatively low
- cost.

Iraq currently cannot meet domestic
demand. It imported some 4 million
tonnes of cement in 2007/08. It
produces an estimated 3-5 million
t/yr in 17 cement plants, all of them
state-owned. Their current
production is seriously curtailed
thanks to deterioration and damage.
The MIM plans to restore these
plants to their actual design capacity
of approximately 19 million t/yr
within the next two to three years.

This however, will not be enough to
meet anticipated demand. So the
ministry has also launched a
programme of building new
greenfield plants.

Foreign investors have already taken
advantage of the opportunities to
invest in Iraqi cement projects.

Cement opportunties not limited to domestic demand

France's Lafarge has invested £368
million in a 2.7 million t/yr
production line at the Bayzan plant
located in Iraq’s Kurdistan region in
which it owns a 65 per cent stake. It
may double this investment with the
construction of a second similar line.
It also has a stake in the 2.5 million
t/yr Tasluja plant in Sulemaniyah.

The opportunity

The National Investment
Commission has issued a call
addressed to both local and
international investors or joint
ventures between them to
develop five greenfield cement
factories, each of which should
have a capacity of not less than 1
million t/yr of resistant and
normal cement. These projects
will be built on state-owned land.
The time from appraisal to the
plant entering full-capacity
production is not expected to
exceed three years.

Each project is estimated to
require investments of
approximately £100 million.

The NIC's call for expressions of
interest covers the following
projects:

e three plants in Muthanna
province

e one plant in Najaf province
e one plant in Ninewah province

In addition, the State Northern
Cement Company is looking for
partners rehabilitate the

Badoosh, Sinjar and Hammam Al
Alil cement factories either via
joint venture or production
sharing agreement. The State
Southern Cement Company is
planning the rehabilitation of the
Karbala and Muthanna plants in
partnership with private
investors. Both have a design
capacity of approximately 2
million t/yr.



Technological requirements

The NIC has said that proposals for
construction of dry-process plants are
preferred. Most existing Iraqi cement
plants already use this process, which
uses less water and fuel, and has
lower operational costs and high
productivity. For these reasons the dry

process is preferable to the wet
process.

The plants should be designed with
modern technology inclusive of all
technical departments and services:

e Quarry equipment

e Lime stone crushers

e Kiln

e Mills

e Silos and storage yard

e Utilities

e Laboratories

e Administration building, stores etc.

Supply chain

Irag has significant deposits of all the
materials for manufacture of both
ordinary and white cement. There
are multiple deposits of high-quality
limestone running in bands from the
northwest to the southeast. These
deposits are both cheap to quarry
and to convert into lime. The most
northerly deposit is located in the
region of Iragi Kurdistan. The most
southerly deposit extends from the
western desert to the Gulf. Iraq also
has plentiful supplies of silica clay
and gypsum. The NIC can provide
information on quarries and invites
potential investors to inspect quarries
for themselves.

Investors have a number of choices
for securing supplies of limestone.

e A long term contract with the
State Geological Survey and Mining
Company (SGSMC) for the supply
of limestone from its own quarries.

e A supply contract with a private
sector supplier operating under a
licence issued by the SGSMC.

e Investors may also obtain their
own quarrying licence fromo
SGSMLC. In this case, the investor
shall be required to pay a fee of
£0.88/ m3 of extracted limestone.

Irag’s hydrocarbons reserves indicate
future supply of competitively priced
energy. However, power generation
capacity is not expected to reach a
sufficient capacity to supply these
plants in the near future. Investors
should therefore plan to install their
own heavy fuel-fired generation
units.

Both highly-skilled and unskilled
labour are available throughout Iraq.

The NIC says that many foreign
construction concerns operating in
Iraq have implemented training
programmes for Iraqi engineers and
other technical contractors. This
“learning by doing” strategy has paid
off in skilled workers and lower costs.

Local governors have identified the
land on which greenfield
developments are able to proceed.
Investors may also be able to lease
private land, Iraqi investors can lease
state-owned land for the lifetime of

the project. Foreign investors can
lease state-owned land for a 50 year
period in accordance with the 2006
investment law. The NIC will facilitate
the allocation and lease of land in
this case.

These factors combine to create an
opportunity for cement production
not only for the domestic market, but
also for export.
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CO nta CtS = For general information about investment opportunities in Iraq or the investment process, please visit the Iraqi
National Investment Commission website at www.investpromo.gov.iq or email at info@investpromo.gov.iq.

For information about specific sectors and opportunities, or to arrange a visit, please contact the National Investment Commission

through one of the contacts below.

Telephone (English): + 964 7901 970 107
Email (English): m-hussein@investpromo.gov.iq

Telephone (Arabic): + 964 7704 435 146
Email (Arabic): a.alwan@investpromo.gov.iq




