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DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.
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Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
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Company ‘s B~ Financed

Percription of company nr proposcd company and nature of ftr
netivitien, its enpital structure and location, fta principal etoch.
h~lder:, dircetorn, managers and demestic end forelgn bvenhing connections
ary crediy feo18lies,

1€ the projeet is based on an existing company, audite] current
halan s rhect ind profit and loss statemart for the pact three years,

mraject To Be Finoneed
Is proje~i en expanaion, modernization or new undertuling?
Pescription of existing plant and of costs of new land, plant,
machinery and equij.ont, each classified as to whother locully available
or not,

¥i1l project be welcome in and contribute to the hort country?

Will it save or earn foreign exchange, use local rav materials and
labor’

Manaper:nt
Wnat fimac will conatruct and operate the plant?
Deseription in detail of their competence and foreign cxperience,

What local professional services will be used (lawyers, accountants,
ein.)?

Raw Materiel & end Labor

List sourcen and costs of raw materials needed for production.

Are they readily available, will they be in contimiing supply, do
they fuce import controls?

What are the local and expatrinte gkilled and unskilled labor require-
ments?

¥hat provisions are there for training and advancing local employees?




Market

State ard substaniiate projected demand and sales for next five
years, with saparate figur2s for export sales.

Whet will be domssbic and foraign competlition in the market?

Pescription of import restrictions, duties, other government
regulesiors that mny aflect sales or exporis.

Does compaiy have aty long-term sales contractin?
Capilal Ragquironants

C1ve detniled statzmen® of fixed assets and vorking capital require-
meste, eovreot end amoun’.s of capital ulready avallable, approaches made

to oth=zr prozpeohive lendlera,

speston and Firareinl Results

Ealimate cu’.pul, CO3U8, revenues, taxes and profits for at least
Iva ycars or for poriod when foreign debt will he outatending, i.e.
pripac: projeatnl P& 1, atatenent. Cost estimates should be broken down
into rev materials, lubor, Povar, adminisirative and salec expensnes,
depreciation.

Prepar: cash flow statoments showing source and disposition of
funds durirg consirustica vnd first five years or period during which
loan will be cutsianding. State constructior and start-up time and what
provision is mude for drlays in start-up.

Government R=lations

wWhat relation witl projest have with goverrmeni?

g:ate inceniives offerad, policy on r.pririation of cepital,
remittance of profits, intarast, entrance and residence of foreign
technicians and other factors affecling project.,

Taxation

What is effective tax rate? Show in detail how this figure vaa
reached.

Indepsndent Studies

If any irdepeadent tashnical, cost, markat or other studies have
been made, submit them. Will eny such studies be made in the future?

.




THIRTY WAYS AND WINDOWS TO CAPITAJ., FOR INVESTMENT IN WORLD MARKETS

In the following checklist, 30 sources of money -- dollars and
local currzreles -- are briefly described. In choosing omong them, the
most obvious conslderation is the relative cost. But a recalistic appraisal
raquires rwore than a mere comparison of interest rates, repayment terms
a:d colle%aral roquirements, Equnlly importent are such factors as the ease
of seruring the funds,convertibllity of the notes, subordination of the
deds and the like. Furthermore, the exchange risk may make local currency
borroving, at vhat appear to be vsurious rates, actually considerably
chaapzr than ar2 lower rates for a dollar debt. Devaluntion raises the
cosy of both interest and repayment, if the loan is in (or tied to)
dollars.

Dollar Scursss

1. The Export-Import Bank of Washington is one of the world's best
pourcaes for long-term loans for productive projeets in developing countries;
loanr o private torrovers require host government guarantee. Exin's
medium~-t.>rm export credits can finance US-made machinery for a nev plant
&brood,

2. The U, S. Agency for International Development (AIU), through its
Office of Development Finance (the successor to the Development loan fund),
13 authorized to lend $7.2 billion for up to 50 years to private and public
investors in "less developed" areas.

3. The World Bank makes the bulk of its loans to governments, but has
upon cccasion lent to private enterprise for basie industriel projects
(several have included US participation). Host government guarantces are
required.

L. 1The International Finance Corp. (ITC), a World Bank affilinte,
1s the only interna%ional institution exclusively devoied to finmcing
private investors. Fach deal is custom-milde and oftorinvolves convertidble
nouves, stock options and profit-shaving over and above interast poyments,
IFC concentraizs on underdeveloped arcas and has granted lonas to a number
of wholly-cmed US ventures.

5. The Inter-Amcrican Development Bank (IDB), though primarily
interested in basic economic and social development, has already financed
a nunber of US affiliates in Latin America. Interest rates nrc at o
standard 5.75% and razpayment terms ere highly flexible. No governuent
guaranice is necessary.

6. Avbout 50 foreign development banks currently have hard-currency
funds from the World Bank, IDB, Europsan barks and ATD for relending to
privaiz enterprice,. Pates vary with the interest siructure of the country,
but are generally around 8.

7. Privuin invesimont bankers (such egs Chase International Investnent
Corp., Trunsoctanie £AOTC I41., Failodalphir Interadiional Investnont Corp.)
are grovirg rnora numorous and moce active.  Thelr londing gencrally echoes
IF=-1n d~uending conbingent profites, coavartible debiniuces, ete.




8. US cormarcial hanks may 1end prime customers on a term basis
(rarely over five years) for overseas use. DBut lews, reguintions end
gommercial banking pol jey 1imit most overseas 1oana to rhorter periods.

9. The US parent or jte foreign basc company miy r-ke direct
loars to o} ‘rating affiliates. Such loons could be funde horreowed by the
pe.rent Trom & US connercial bank at the prime rate, The foreipn affilinte
{r usually requested to protect j4,5e¢1f asainst currency fluctuntions.

10. Prolongation of payment terms on mrrchandise sold by the parert
or foreipn bLace conpany to an operating affiliate 1s ancther source.

11. In free morkets, borrowing dollnrs or other convertible curvencies
fron forsien banks for usz in third markeis cen be a vio Tul rource. Exchange
risk 1s usually hedged throvah forvard purchase of the face arpount. Such
losns or: usually for & year or less, but are frequently rencoable,

Foraign Currcney Sources

12. local develoyac:t banks, inhddition to their hard-currency loans,
ar: also gcurzes of loeal funds on easinr teriis. They ofien tie in with
foraign goveramout ireonsives in offering Josns 4o now or oxpinding firms,

13. Foreign cormercial banks, vith or without paront punrantee,
ordinarily lend on o one-ycar, over-draft basis, almost always rencvable)
the procceds may be treoted as long-ters funds.

1. Cooley funds, generated in lo~nl currencies by U3 sales of
surplus egricultural products, are available to US investors sbroed. At
present, the loeal eurroncy equivnlent of £157 nillion i avsllable through
ATD in 1b coumlries.

15. The Interaztionn bevelopment Association (IpA), & "scft loan
window" ut the Vordd Rank, lends 4o basic projircts thal connol nret the
Bank's 55978 roquiv ments. 1 has mde no lowm. to private industriel
vontures 1o far, tut is cxpoctel to do oo throu N the interandicry of
Yocal developront banks.

16. The Furopean Tuvestmend Rark (EIB), an autonomius anency of the
FEC, is a rajor sourcc for invesir.nis in the Comion Murket, particulorly
in its less developed reglons. Tvo US-TItalian joint ventures have gecured
loans from this sourcc,

17. Foport eralit on machinary pirchased from third countrics (mainly
Furop=an and for five yeirs) can cover o njor pari of the initial capital
raguirerenis of a nev venture or an expinsion.

18. &Swmp transaeciions, in which th~ parent or foreign base conpany
opens a doldar account iq & foreipn btatk in relurn for a local-eurrcney
Yoon to ecn nffilinte, The rate of cxelrape i usually arbitrary; ot
maturity, the affiliate ropays the bank and the bank repays the dollarn,.




19. Bale of noa-equity securities, such as bonda and dchentures,
48 possible in many narkets, but usvally irmpossible in inflation-ridden
eountries. Underrmriting costs are frequently very high.

20, Sale of callable, non-voting preferred stock 1s a similar device.

21. Iocal insurance conpenies and pension funds, against mortgage
ecollaterel, are also sources; placing the insurance business with the
lender is a normal quid pro quo.

22, 8clf-financirg pension and other benefit reserves offer
opportunities vhere local law docs not forbid this form of funding.

23. Local wecalthy femilies, trusts, colleges and churches have been
used by a number ol US firms.

24, Blocked currencies form a pool of local funds in mony countries;
oft¢n an affiliate of one US firm lends to the affiliate of another.

25. Covernment or rmalonal investwent incentives are in realivy a
eapital sowsrce -~ in the form of grants or as loans a% subsidized rates.
These arce offered even in rome parts of Euaropz, as well oo underdeveloped
eounirics.

26. Finance companies in developad couvntries will finance installment
sales of mochinery cnd equipaent and discount noten at going rarlet rates.
Financing of accoun’s rceoivable is also incrcasing abroud.

27. leecsing, whercby a plant is built to order and lececed 1o a
manufaciurcr, ofien vith en option to arcdit rentel paymots as pur - hase
paynonts, is o helplul arrengement. Lease-back is enothnr route, under vhich
the fim builds its oun plent, sells it to a leesing fir, and leascs it
back. Leasing of equipment is spreading rapidly throughout Furcps and
Australia.

28. Delaycd payment terms from local suppliers.

29, Use of tax reserves vherc tax payments are annual -- in cffect, a
short-term, but revolving non-interest bearing loan from the local govermnent,
1]

30, Discounting, or using as collateral, foreign government contracts.
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OJENS- ILLINOIS ’ ne .

AFPPLICATION FOR EXFORT-IMPORT RANY LOAN
FOR BAHAMA SUGAR TROJECT

SULZARY O CONTHITS

A. Ietier containing specific application request

b. Atiachmonts

1.
I1,

III,

VII.

VIII.

Ovens-Illinois, Ine. Annual Report

List of Officers and Direcciors of Quens-Illinols of
the Bahanns, Limited

Surmary of Proposed Susar Project
&, Fxtent of Oparations
b. Considerations for the Investment
¢. Investment
4, TFinancing Proposcd
e, Vorld Sipar Market
f. Consultants
Bugar Projoct Profit Projections
Bource and Application of Funds Projection
Sumuary Breakdom of Fstineted Totel Project Cost

U. S. Fxports Required for the Project - Sup- ary, ard
Detail Equipmeni Lisis

Excerpts from Arthur G. Keller (report of the consultirg
firm of svgar e:perts viich had determined the cooneie
feasj)bility of the projcet and provided the enGineering
data),

Audited Balance Shect and Profit & loas Statenante
Of Owens-Illinois of the Paharas, Jinited




t
L.
3
k,
5
6.
7.

15.

»
OWEL i~ ILLINOIS INTERNATIONAL, 8, A,

APPLICATION FOI M. 480 (COOLEY AMEIDMENT) 10MAL CURNEITY LOAN
IN COLOMBIA

SUMMARY OF CONTENTS

Fams and Address

Mount of Loan Puqueasted and Desired Repayment Period
Hature of Busincse Organization

Nature of Busincss

General Objcctiver of Proposed Financing

Bpecific Use of the Loan

Banefits to Colombia

Engincering Studies, Fconomic Data, Marketing Surveys
Otker Financing Obtainad or Contemplatcd

Becurity Offered for PL 48O (Conley Amendient) Leaa
Balance 3hcets and Pl Staterents

Proposed Loan Repaym-nt Schedule

Officers and Directors of Applicant

Banking Refereticcs

Appendices

Sumary of eeconoriie study, imeluding beckgrouwnd datn and
Baraings projesctics

Proposed usage of investaent Punds
Pinencing plan shoving sources of Punds
Mlamce shoel of Ovns 1 linois Internstional, 5. A. vith samsents

Balance sheet of Colambin Bivision of Ovesa-T1linols Intermstional, £. A.









