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CHaPTSR I. ~ *" " 

IMTOOIWCTIOH 

1      A thorough, un-bianed and complota project aprmi-al roport 1B ono of 

the »est essential docente of any indugiai development ;*nfc, as it dot.il. 

th. criteria and facto, on which an in-.atm.nt stolon !, n»de.    The roport, 

to o. coleto,   -t be abl.  to provid, an anawer to all   ustiono, which 
could arise in connection wit. the viability and profitability of th. project 

under consideration. 

2.    LoSical pr.aentat.on in lar^oly a -attor of orj«iaatlon of ^ j«* "* 
th. tables of the anno,    . ^ieally,  the project appraisal report will 

oov«. two principal acpectn,  i.e.  the creditworthy• of tho borrow« and 

the feasibility of the projaot. 

3     The scopo of th. inve.ti^tion to be co«*-t*l bofor. Wltln, th. 

roport, will vary with the *>»1 and financial .landing of tho epon-oro, th. 

type and si.o of tho project, and th« uount of the propoood financing. 

A «ultitud. of basic infection in unually available from the Sponsore 

initial Pr.8.ntation (loan application), «ö-itt* in response to th. 

quostionnaire of tho finance institution. 

4. Th. content, and types of ruootionnairec, the   u>« r^abl. «.thod. 

to handle those durine the preliminary scrutiny BV-O ,nd f» required 

vrifioatior. of information, suppli.d by tho sisero, will b. d«lt with 

in a ..parat, papw on "Tlankinc '¿•chniTu.fv'. 

5. Bowovr, conoidorably cer. informative oaterial and statistical data 

will b. nwdod to complet, th. arr»l«H.    PerBonal 00Btoat0 ""*     ' 
•.or3, with r.proB.ntatita. o:  tho trad., «olp-rt «W«« «* 
Oov^nt will h.lp to clarify important issue* and cru-tiens arx.ing 

fro* further study of individual problw». 

^ay^v    flfP Tiff WIPO :gPT3\T3 

6     fl» trainine oour.. will b. conduct«! by building up, gradually, a 

typical proi^t apprai-al report, «npha.i.ing at aaoh .tap th. way. and 

MMtMüMÜ 



•nd .xperi.no. of the UK ine «xpert    to vs¡,„n • * 
Participante. ' " ^ "^^ ^ °» thc 

0.    Th. acoo^nyin, projoct apprainal ropcrt ^ ^ ^ ^^ 

"        Wl" b° ^ * —]   ^ •» '•"» in -,-; miopia,, countries 
*«. condition, win TOI7 ««ol^b^  ctPlain „^  ^ or ,   ¿ 

-ho o ^tiona wili  Have to llc delctod and .,,, onc, addei in ^^ 

r,°^B in th8 r0PCrt »* ^ «•»i«ü« will have  t,  ,e proved 
on th. -pot aft«, tho too«,, arrival in the country and after a 

9.    To «ùce an effoctiv* appraiaal of a project a combination of 

.niinaarin^, eoonomicn- .nd financial a^^u, i3 refruired# 

0«r th. yoare two ba.ic nothoda are uced ,y flaanco institut ione. 

* th. firot, thr.0 independent  sect- ,„f! ^ threo    .^ 

on th. ^ project, „hioh >*Q then coined ia a fina. repept  uy the 

lc*noffic.r.    * th. oecond .othod, a toa. of tho throe apocialiat. is 

.«a* within th. loan «Upart^nt,  „ho win wlr tocrthop on th<j ^ 

zzzn, crl0t9d'ThiB 8econd BÄthod'owin*tc its «* •*«*«-. 
*. pro-d to bo oo^iderab* «, .ff.ctivo and i. ba.ical^ b.St auifd 

for finance iiwtitution« in davalopin*; countries. 

io.   Th. t— of mm, expwtB oonsiBtg howtver of M BoeaoiiiBt ^ a 

Fimaoil Advia«. only, l-^.th. cation of training the participant. 

i. «iflnMria* practica. op.n.    Thi. oaia.ion ^ be «plalned ^ the 

<** that in a .hort, ««•*.  ooura. it is not pco.ible to a^nint th. 

mamma 



participante Kith the mny c^loxition «f a lar o nur*« of product 

acocea,  oelection of adepto «cr'nery and their — «ut balancing 

construction of auitablo ^uiUin-o a:., a altitude of c.hor topical 

«ubjects, all of which arc part and parcel  of -oxv-ineortne«. 

11. no^ardinc the lecture, to b0   .von * the 1*1 * -porta for two 

hours daily, <pr.f«^ ^ia, the lir,:t  two Wr!:in, hour,), a nodu* 

operandi will havo to be e.ta.li.hod between tignaci von,  hou to dxstriuu*. 

the work to the Lest advanta r of all concerned. 

12. »or rxst countries  it will  ,c nocoocary to ru-wor".. the accountii>c 

tables (Annexes)  in accordance „1th the economo,   ficcai and ot.*r 

conditions prevailing in tho country,  to „Ivo tlu participante valid 
..~_«vn'Hn    of the ta'-lor. by tho financial prototypes for their work,    vho ro-.wr.in,, et tao xa ^ 

analst 1B best oarriod out durin;; tho first few day, of tho traini^ course, 

when tho oconomiot in locturin,   2 hours daily on inorai and economic 

subjects, relatin- to tho epeuin.; soctiono rf the report. 

13.    Tho saoplo appraisal report ha. been typed and nl^jrnpùaa for each 

section separately.    * thi, a section or a taMo not applicable to tho 

prevailing conditions, can bo exoluuvjod by a sustituto shoot, drafted on 

too spot. 

1/.    The extensive use of a larCo blackboard is usfntial to achieve an 

audio-visual eff-et on tho participante    Copying from tho blackboard 

tòould be encouraged for botter *e«>ry retention.    Deforo tho winding up - 

every participant shall reçoive a mineocraphod copy of tho sample appraisal 

report, as oucssesHely developed durine «is Bi^ookly course, to e«rve 

as a basic c*ide for his appraisal work. 

15.    To test the attention and rotentivenoeo of tho participants it la 

•vested to arrange befoiu the olo.e of the trainine oourso a written 

•test of comprehension", rolating to a few basic subjects of the lecturas. 

The «arkiiiG of the papers oould bo dono by the teaawwabers or by an 

offioial of tho finance institution. 



16.    It nuat «*in !jy OB>piinf,izoa tjx% fu 

on tho individual ooctiora -f th. "  ' C°*liCt-lUnj-'  -i = "-étions 

** *»•**, Rl„   rop_ .nt o- ^ ^ ^rt,   a, ^ QR 

*» bo hold,  „,„ cf tW alao^iXiro  f. ^ ; J1;"; ^-:  '   r t - , 1,,t.jruc 

followod.    Th« ITI«, o:^rtf  -^'i:?'••'*'-'1  ^   *   ' 
^ovolopaont bankin,,  wil]  ;„,tt  t, .J/. "^ •'* -  - i^tri.,. 
p^ticuiar BUbjJct 01. a nw ni(jt¡oi ; ;; - ;•>•— •-.-i.,,,, 3:i a 

•   l«J'r   -:  ..<ur.tior.ad  liar». 

17.    Tho proo,nt tmlnin,.- coui-ao i.   Wi-d  r ., 

oporation. (^ iopart.^t,  to u^"". '     CfliC-'r- ci" "'' 

« ~*« •*«*.,, t:, w^ r:;;it:: < — — 
«aljr»i. and utlii«tlon ani f>   ft    i   '" "^^ *^» ^ir 

«l— appmiBal „^ ^ ^ ^^tio« or , t:i,rou, ind 

10.    Thin ^ traini,, courrj iB 

•l*Uo olaa« oadro of B,ocicii-t" ( • 

13.   Alti«** a w,,,,, i0 

of «ork dati», f0r , ..„,.,, •  °°r,0'>r:>°á •«-> m. OTO »pi1CTC 

-i« u* *¿z. r rrr *"
M

» *••« ««-. t.» » 

tt»MO. taWWrti». ^       WOrl,t KUh *»• »»»1 »ri of th. 

i^^ù. 
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21.    I'kuvvT'or.icnt will   prV'vly  ..r*  r \r_ct  : •' ,-ffi^jr"  fro P. othor 4"iartmtintc 

voluntar to  participât    i¡, t.._ oouru^,   ir  i: w^ul-'     ivo thorn a u3oful 

undorstandin^  of tiu  -ar'.-.in ,     f  t ,o -     .".ii'-.     Apartment,  which pirforma 

in praetie;  f-.o ROS*   nìjir.i.-v Tu!   i'^ytio': ..•:; .1     the  or,'ionization. 

?P.    '."K;riovor  aoel.',   V'pi;.,    .ir.'!  r-.ui«-- j ,rap -in    ^r/icc  cihoulù ">o arran,;od 

V,- :.aaa.,ome:.t,   a:- wc-H   i.   .-•..!   ..Tic.   put it  t\.    apposai   of   th i 'T. 111)0 uxport.i. 

:•::: PHOJ KIT 

?3.     ^hc fune tic--r¡ '-f cm indu'-tnal  .¡cv^-lop. 

nnnifcld,   the;- oxtoivi froi.. 

a) promotional activitijs 

b) project   ir.vocti jai inn 

e.)   loan nc^"^ti',.tio;,. 

d)   prcjoot .'ippraiaal 

•ì)   credit   iavesti ,-atir.; 

f)   loan rjanctlor. 

;;)   loar. a;,T-oment 

a)   foroijr. o;:chan,' J  dualiu^c 

i )  account z 

,j )  audit 

!i)   loan-folio,.—up and inspect ionr. 

l)   otatictic:: 

to    m)  adrainiatration/aooroturiat 

and in lar: er inptitutione: 

n)  puMic relatione 

o)  organization and natliodo 

p) traiiiin^ and othorn. 

.nt   i'iaancu  inct itution arc 

24.    Proper conmunication within the organisation ie essontial.   As departmntal- 

isation, or at loast tho distribution of functions to individual offioers 

talcos plaoo in evory institut ion, it would, for nevoral reasons, bo ill- 

advisod to diatributo fraoly tho final projoct appraisal report to all;    it 

should be given only to depart mont a or officerò, roffuiring it for thoir 

further work, as far instanco to f), c)| and 1c). 



- 7 

*.)•    Tito pro ioct -.v, j. v «j<-c-x   ibotract  rho- t    a 

7'ioiont ^—•,, t;:j:^:- —, Hill ,vu o' the inatituUon. tr.nn,ictl0, t, . U ,t¡1„p fjff .^ 

-H^^lio^^^r^^r;^^,,. 

26 •    Tho ool.sctio-  o* ,.. 

-*• - », .„„ „ ;  "; ~; -Port, -.:, w,, ,; , 

~» «>y >« t.n,,,lv,.. h i:v. prn,„;;-tuu"'":'i - j--io:i, c„u,.,,lK 

;:ï>-"-t:ï,   ne  tiì-it  ri 

•«only he  tentati*..     r   ., 

boin,-; doalt uit.\. '      *  ' CT''   '""ì   ;<>0i>Jr:i~  -.r 

•^Tho project   ««K-cto-l rcproocM 

Wet ana fut  in ocnncticn „^'V    ^"^ "  "=»<»« H» ' 
Unitod conpeny. "     "J  icr rtion  ^ * private 
¡,I«Co -Lo-' project, flBiltw,l!p 

— -*. t:ioro^ ^ iìlcluii; "^ ;"/—t:} ro— - 

a «*ort inatruotion couroo. "       '* UndGrt^¡^ <lurinf; 

"fcill-aonlo industry < i0..v. r 

TO)tln,- am- particular curr.m„. 
«»tv, ,„„ tynbol „        „ ""«»V unlt of 0 a«,,! 

*• °P»»i«U repcr«. "^ *"" •'"" *•« «W .^.^ 

•>— ««.di* ta. w oho<)aon>    •1S8 *• —«.ta, of „ „^ 

"*«onai aconcies, comc ntlod„ 



-*m* 

other.   •*>'. tied", Mil nil   • T « r-iamn-.:   i    -io.l of 10 yearn, 

vithout   -rare pori vl.       , avoil   ^ a:, « r^,   f,a  inrtUutHn 

• •  n all   loan,  to   in-Ui^r    for   .ho na.v;  1 < v. *r period,   Llth 

hai' -earl- npa-non -.      ' «  I've,    ' "rodi-.   « i-ü-«ontf. do not  fora- 

lo a ••pw-pa-w-t    cW.ir-,  W >-«> /•  "Ü •  n nc     included   in the loan 

n.-Toeinon'.  of the  indus riaürl,   lo avMi ;xv:,ihlo oxc:mn-. finkn. 

,;     -he  npon,cr,  (in   t ^  caro)   dl:.«*.,.:   -   nuffi'-iint   fu., -lo   in domestic 

currency  to  '.vent  over 6     '  Ù.  t:,n nro^t,   thoy  ho^vnr .ce!: 

fror, the hank a l«n  in forni  a ^urrenr.-  Lov U,o  import   of nachin.ry, 

ao the pro uum for in, -in.-   /oro*  n curros-   in the opon market  is 

oxecn'ive. 

27,     'overnment anf;intancn: 
df^ernr^nT   rantn to the company a V.voar  tar holiday,  commencing; 

from start of operation, 
(ii'.   Government aereen to a-ept deferred -».torn duty de" enture., for 

5C ; of the duty,  payado  in   <  e-ua!  instalmento commence,   from 

the second year oí  operation, 
(ili)   Government  ionucn bormn vouch:*-:  Tor y \   oï  tao  export  value. 

-hese voucher-, cai, he  ".old to i;npor* -m   ;if.   a premium, 

(iv)   "overnment alloro a continuously reduci-u  depreciation allowance 

of 10 £ on machinery and n '.     n huildir. n por y-arj  nachinory 

can be depreciated at 1, ,' o..  ioubio udft and ^ / on  triple 

r.hift workod. 

23.    Oovernntent  iitrpoaitJaBQt 
(iY r"overnn»ni  imponer, an income  tax oí' Y r'¡   on not earning, 

(ii)  rovemment imposes a 20   ' tax on the par value on the  issue of 

bonus filiares, 
(iii)  Covernment reserves itself tie ri ht to approvo or re ¡act any new 

industrial project.    In view of badly required foreign «change 

•arnlnc-o Covernment encoura -en the ostaMlrhaent of those onter* 

prisas which could earn the mucimura of forain» eaohanfi« with the 



mÌnima 0f P^uctiv, Ooot      ü 

Viteria",   incluid t„  tm 1 '  i0rmU    : ••. < 

« scribed ;or V. „Imltln. ^fn^^     mil'w"-'. * """ 

co«pari^n of a lar „r numbar or pr,r,   J'       ' tWnft^f  v, „, 
only i  f«, c-n . PrupC   Jd Pro-ectr: ar, ,mdo    ••„• 

/ *  raw can    o approved,   t:!0Hr  ..i + ..  +. *   '»     ,lt 

»wld have priority. " ln-'^t cooificient 





^^^mmmmm 

£HVir"rj n. - p - 

"o:r-rr. 

;>:v --r TIV 

•    IT     I7f   ,']•• 

or 

umm&ri.;«:   thl  o-.-C: t .r.l .-.   nf pro ;ect,   sir 
¿V.     -ic  7  indication-:   fuorod   r- 

nit ted lor financia, . 

'.,il.".T.:r"I'0'"'V:"TO»I 

-.      rR  a   feH   c,ntoncoo   tho  ppoUmiRai.lcc  o<rijnc   ^ 

sponsor-, of ee*ti-i    un  -,  H,^*   i 

loan and the future activities of   the overprice. ' ^ 

•C irrsm'tY ».'^TJIM^I ><,- 

»>,„,, , i-t..r,ri.o,     rt  i-: anuwrtandailo that 

a) (Wohip aad control of tho ^^^ ^ ^ capitai  ^^ * 

b) Quality of thj  mandent and efficiency of organisation 

c) presont manufacturing facilitio. 

d) past and present operational Dorforr»««,, v*      Aonai  perioroanoc,   earnings record and 
financial pocition of t-  applicalo. 

32.    Th. pre.ont appraisa! report reproducer the ounrnriz.I -Trading Profit 
and Lo03 Account- and a 8yTO1ûri,od  ,^lanco ,hoet„ fw tho ^^ ^ 
Team.    « „ould bo advisablo fop the ^ ^^ ^ ^^ ^ 

•xp^ially for tho- participants who have little or no Icnowled^ o/' 

Uo^untl^, ho* to extract the relevant fi^eo from financial reports, 

f^r to po.tpon. interpretation of the ration,  until at a later ota~e 
»*«n the actual table« cf the report will be dealt with. 



-.'•?  — 

3,   r..id« th. fi•.i»i -une •i t*. ru^i *.»»". *•'  ^ 
, „x»  interested in .*   .»pa«,««,  -f  »ho -»or/, an., •»        * 

cueto,«rc.     T!» infr^ttan  „^ *» «-» «-"»"« °[ '°~V    t 

„t». and ouould, for oWious roanon,, not ^ i. «» -•.«* «*—1 

roport. 

.      v „<• v „,- inve-iti~ntion= *ill propare a confidant loi 
34.    Tho officer in char.;» of t .05. inventi.. 
Lor. for «ho i,oard of dir«*« only to bo annexed ,1» part II to   ho 

.prisai report, »in: the propooal for the condition, and covenant» of 

the loan agreement. 

c +un Timiact could be considered as a preliMaary 
35.    \ aeneral ascription of tho project couiu , 

..        ., .„„intimi for tho implementation of the project . 
of the followinc eoction,       acil*tiu> lor xno 

The typo and deification of fished .^. 1. *.«--» «»»«- 

„tiU^ion nta.ed.    Furthor^rc, tho «*» of -htf. wor>»d .aoh day i. 

,1«, .0 woll ac ,h. aS3i»od Wo of yearly capaciti«, - -"1=" «- 

appraioal rooults aro cal ;ulated. 

•^ B,nnWra Pò» Til-! Dipyrr^rATio:: OF ar. rajffiSS 

(i) wwnw.VCPmiMG TOOCSSG 

*.    T*. sturine'P~coa. io doooribod in dot.il.    *•"*--*• 

Lt.d -0011«, yarn fro» sroaoy .U.P- -1 U . -P-'^*' 

fKM„.    .: »re involved «Art.*« procooo »uld rehuir. a rt^bT-rt« 

»«1*1. durine the produotion ..«on. eludine fi« of -t-Ul^. 

initio» prooodu». and vhothor opooial tachai*» or. -*!<»- —• 

lie«:»« aflreeraent. 

37.    EwWl inedito ehould be „pecified, their quantity, their 

»1 thsir disposition (oala,  nelf-us«). 



- lì - 

30#    3P°il<ieo and „a.3^ 

(a) JJTD 

39.     In the procont Caic tho aMlwn,    . 
^Porty or -50.000 a^, J^" '»" —d to ^lro n ^^ 

a^nis^tion for c.u.   )5.w...    ^T*'  ^ <*» «>« Striai octato 
Wrty -war8,  ^ °    h» *>" -Bt of inatalUnc on the 

*~* - C.U.  2W30 toB t: .„"^ — - ^   3000 ,nd of an intema 

40.    .1» th. sito of the industrial ont*t 
Ocvornaent phmn fop ^ 

00tat" — »l«ady Icon selected by tfle 

a "•í"1 ii1 - «if~t location, «^ íiaVC t0 b° doalt «"h 

n«amo83 to labour quarter 
distanco fron nwrt  larjw ^ 

noara^. to ra„ storiai nnrkots 

transportation faciliti,« ,'—„,, uec ti*oad, rail, harbour) 
noarost connection •H„+ * wjourj 
fot«. r0qUÌrod «""tio. lwater, power, eev/er, etc.) 

4L    Tho tern «developed« land in ti 

•*o««lrt * t. »he borte, „f ,L ' P°"°r ""d auitoM' «•*• 

t^ÜÜÉ 



a)   .'lie cizc and shnpo of the factory will  priori ly doponcl on the 

propurod layout r,; t> rnchiricr-';   the  i loi   of   r\torlal.   rnunt 

conforr to t:io r^ruironcnti   of  the rvmufacturint procos». 

liât orial  lundi in    .ml t .o ronvct   plací i , of accosr. and main 

aislo-i  11 i pror.'qui "i*-•'   'f   "ood pla^niu,. 

V)   rmjor j.v.^csn  oTuipnont1  nl^uM  b •   located th.it  n-:  ro-locntion 

will te renairod dur inj th.: urierui   lifo of tho factory 

o)  udora-Atc work rpaeu rmct v.e provided tor each employee and hia 

safety and cowfert  cory-idorod 

d)  li-lit and vont i lit ion i--- :-  -/ory  important factor l'or  „ho 

efficiency of operations 

o)    -aoh-roonc and cloth ctorijc for tho oraploycos nuet be provided 

f)  the type of conctructior. ml the »itorials usod will to a osrtain 

cxtont depond e. thu anticipatoci useful lifo of tho factory, tho 

availability of building uo;nponcntr. and on the- conotrwtion budget. 

Flood and earthquake liazards axe alno to he considered 

¿)    .loepjato otorarro apace for raw-mt arido,  intornodiatu and final 

productr> and spnron nust bo planned,  either within tho factory 

or in an adjacent buildi.% 

h) tho production flow chart should nhow whothor in- and out-door» 

or loading docks could improve tho »ovouont of r.otorialu and 

producto, to avoid oountor-floi? and hottloncckn 

i) not alwayc is sufficient   tfcaught .^ivon to futuro expansion of 

the ontorprioe.    Uhleso ot'ur roasons provali, a tontativ» 

asaujaption of a 1 .1 f' oxpancion of productivo and storage spaoe 

within a ,,iven number of years oveht to ve connidorsd.    Thla »111 

rofloot on tho planning of tho .ground spoce as well as the actual 

design of tho factory.    Ar.ion-st tho possibilities is tho positiomim« 

of the ortonsion aide by aidr of the original building of in 

continuation of ito nain axis. 
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ae H 
J) office o*n  bo planned in  front  or nbovo -,   f;iCtorv or 

•opar»te bui Hin .    in ,,acn t,     aVart.        „    '  ,.    "" '" 
m-  vu., a.vanta, •;    nnu di.-wlvantrv-' 

nave to b« woijfnd. 

tí occasionali,,  .if, a «ll-,,al.  indugiai  prc.oct,  o,„,d and 

operate by the propriotcr     ^oi;,   .c,,-.„iat<,n  f,r thc fv.ily 

i- built abov,  tao factory,   if permit :,y  lni;ill  iuildin 

ret'iüationo. 

re- 

a. m „¡.e .PDI.llial ri?on ;tatea ruii pirticuWi! . 

2l\'12,:,e **•of c°"8trucucn MJ ui° ~ —- *.- 
"hit« il^"'  '" "" *° r*t0 " "" "" ^ ^  <»« —.. ^uwiii^,.. »re an mtc ,ra]  part  of  the report. 

fir tüTT1- r"1"1" ana •*«""»««• «• « .~-tUl rcndr«« .»r th. iMp.ctl0M ,„ t;i. ,.,„,,„ srv;iiie<ir ^ tv ioan ^^ ^ 

Í'J\! r* "" ,PO,"°r" °f t"° "P<!)e" 0UbnU "":; «'«- "- «PPlio.«*» 
not MCMrllj, ft• thr„ dlff.rMt MuntrieL1- 

«M*«l prie.   P,lc.0 .wln ^ t0 b. „^„^ (jhet. or 

-W-T mmm « f«tor, «r^, or cmted ,.,,.,. (f„„ of ^ 
lo«U4 « r.U^ «^a«),  ..O.B. (fr- of charca lo*.«! aioard 8lli , " 
C.+ r.   M „, «t.* «mchi»^ „a ,u fI,iJht t0 customer„ ^^ or 

*•»•«>.   e • r ~d c.i.P. *«, „,, tnolud<1 ^„^ nor claanuiM of 

KM «1» «1» lut f.r «.cpu^o. of th. „„„ „, 0l-rljr >tat>d< 

•-1'1* ••** 



>9.     '-lay  yuppii îrn,  a~;i-;tin; their pro .-pao ti'/e el I ír.t:;,  encloco drawin^e 

of nüchin.ry  lay-outr,,  flow   ^'u\^tu  and over, ^rohito^tural   '-rawin,;:; of a 

rn^voct».:.   factory .loción. 

50. Other  ito:n.T 01' tho    notation refor to rLutr,;e.-  of personnel  for  the 

creation of nac'ù.ìorv or i'or  atartin,   up production and training of  lo^al 

employees. 

51. Tho uut" of thn en"inceri aj deprtnont  toward" a project  subnitted to 

the bank fcr financing; iB  tho chor'.iin; of ai i asporta of plant design, 

oeloction 01  nachincry and cuitahility of tho production procuso under 

the ;;iven conditions!,  but  novor  to accost th" renponnilility of underta?:ing 

the overall   deaijn find sal or tin," rtvehinory or proccio. 

c)2.     .'Jut   the c'-.-ïckin," of technological features alono is not  enough« 

53. One of the important  criteria for plant  úocijn ana production procsor: 

Is tho miniuuv. level of output reached for econouical production? 

Or in other words,  can at  the  ¿-tatod capacity the factory produco ¿,-oode at 

really competitive pricoe plua a roaoonable profit?    ilhould the capacity 

bb altered or the production proceoc be charged to roach tho .joal? 

Utornative aolutions should oo taken into ooncidoration and compared, 

to find the optimum roaultn within the financial moann available. 

54. Ae already atated, the machinery Bupplicr muct  ntato in hie oTer the 

hourly or daily (8 hour shift)  ratod capacity of each machine.    Durine *•*• 

scrutiny the 8n;;inoor will make ouro that tho output of the individual unita 

will be "balancad", thun preventing bottlenecko during production* 

55. With tho increasing production in dovolopiivi countries of onffin««rln¿- 

comeonente and universal typ« of machinory,  it is feasible that c   tain 

items of tho plant equipaent could bo purchaned fron local aanufaotwars. 

Lack of foreign exchange, con»»on to marly all developing oountriea, 

it mandatory to substitute foreign by looally produced equipaent of a 

similar tpjality and sise» 
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5*.    Of l=»o««o. „ th. „„„„.„„ of th„ p„joct_  M lncldcnUlljr alco 

b. omfuu, oh^iad b, t:„ uitìf» on-tnwr. 

•ÏÎTSfU Wilìsi. .ij. .'.i i.Lö-1 JBüU.« 

tot « o>..rv.«io„s or w:,r„pl, (ll) )MJI  (lll)  BuUJi 

«•—. *»lt „ltt ln ,,„ appTOi„l roport ^ in ua irocont ^ 

5».    Itti. I „* th. ».hinory „„ ^p«, fc!)loo   „.. ^ 
M» ftwiliw «xpUmtion. ^ 

coi«« 6 or Wo r ^ for ;rtirqoL,r, ahould ^ read in conjunction with 

th. «pUnation aivon at the .„a of t:1£ Ublo.    The   ,tata. for ordorin^ 
***•• a pro-fo«* ^^ or ûnly an ontinjat#d prico fw M ito(i ^^ 

b«.n *von,  i. olocaly related to th. p^onta^ of   .continui«,,   to b. 
•dded, which question in boin.. dioeussoû below. 

5 >• 
law  VMO^.«    4A            ... r '*•»« ! HLT     ~"*•*in Äbu T- In ~h •- the *•*•• «*»- 
-1 t0 W-art- ^ *"<** «•» 1„ an addend« to TaUo I,  a- tha.e 

PMrohMM could «It«, th« financial plan of th, project. 

60.    lafr..* dwl^ coition,    Th.ro i. no hard and f.ct ml. ralatin, 

ZÍÜMÜ ^ "~*»*m •"> „ot to bo char;* to the contraction 

1ZÜLIT" ""U1 u *** "* *• *idto M «*«** l***- O» «I» 
•»» ** «eh i*«^ mld^toU iaoludod i« th. profitability 
»•loalatloa« 

ÉHÉ aaik. 



1 ". 

ul.    Interests during construction nrurit  be included in tho coot of project 

forecast whenover a loan  for this purpose !v.r boci< -xnhod. 

(2,     Fn tho proeont projoct appraisal  interoota for the nachinory aro 

included,  but not ;'nr  t:.o building, w..ic'i  ii; financed fron erpaity. 

03.    Continjonci ;;:     rt   ir. r'iconablo and pre tont to include  in tho fixod 

cents of tlu project an aniount or a porcentaje  for unforoaoon oxpondituro. 

Ilo-fcvcr precise an .jutimato  is attenptod,   ¡.wro a-3 a rulo  than an exception, 

costo of tao project have ,\ tendone; to   inerbano. 

6¿¡.    ^xporionco in developing countries ìiavo show, that  an approciablo 

number of promote 3.:ow   in   'ovor-riuv' of  tho bunted   'cost of pro/joet". 

)ovclopnont banhn consider that  it i.. tho responsibility of tho nponoorc 

to provide tho funde for "over-runa* and  thir:  is incorporat.d in tho text 

of tho  loan ajreomont.     In none oxtroiao caces,  the aponsoro uoro unablo to 

moot the roTuirouontn frov. personal or inntitutional ronourcon and the bank 

had to pr   '••".„ pr.rt of tho  fronde to conplo+c the projoot. 

^. Only by chocking and ro-oliecjcin,'; of all axpondituros can the bank»:; 

on£Ínoorin¿ department reduce tho number and the 3izo of "over-run«". 

The Most common causón of "ovor-runa" uouli bo: 

- price oecalation in buildinc construction or ocp¿ij*»nt 

- incomplete oquipmont coloction 

- chancos in tue original project through introduction of rofinaaanta 
or automation 

- increased oont of Bito-lovcllinrr 

- increased cost of foundations 

- underestimation of transport oliargot 

- «force majeur« (aecidonts, flood», oarthquakos) 

- underestimation of oreetion - and start ing-up oxpoaaea 

- lav in providing recuirod utilitioo (power, wat or, Milita* ~tlAiag» eto.) 

- fieoal chañaos (import duty, surcharge, etc) 

- foreign exchange fluctuations 
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«.    *b «tai**, ÜOno „f tho  nwrmt t 

t.io following 3topo oan bu taken: '^,.^.,1..., 

- to hay« tho coste of nrojoct  ro-cV-cW-d  •-,  i    i j C.I..CK.JU  Li.y  mdopr.nJont   "morte 
or conoultantr -xpcrxc 

- to obtain full  -urt «noraivn^blo   want^ r•   • • 

.«.» «i„« confian•  frsD pB!lll0^ot„ ^     °" 

tlMly a^ilibllit, of utUiti*,,,. " 

67.  c^idonr.. ,„„ oi¡,, „,. th, pro!lont 

P».lblo „„M. roP „,„,„„, "*or  *»""»««n, tho 

- -^.t- _,t., to „9 ^ ,or ^ in ,lovoi   -_      - 

-ft1?1* In r^n^truc^n^iBh^jhUo 

'F*  - llfoV?f ,\gp HCCTOTITO JUBTIPICATTOU 

*~h»l«l f«.H,lll^ «, th. th« l„to tho filetai „ Mitj. 
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70. ( : '     *'iu  procoon  V project  formulation  e. torti;   'itJi the  aelecticn of tho 

product/0 to }>o ,-anufa~tured.     To  tMr 0 : ! a fe\< ~c.v;idorationr. aro essential: 

:\     examination OJ' import  ntaticticr.   '..ni the  iJontification of those 

,codR which iaculi ta pre)iced  locally   to nubstitute  iuporti 

J)    study of the ivi t lirai renourcer of tho country to ascertain 

suitabJu raw-matorialw,   which are either raro or low-priced 

(forostry, -lineralc,'      ">-baned,  or o them) 

c)    examination of •'•rpo-t   statistics and  the export  trade,   to 

ascertain ./'.etnor raw raterial"  or semi-finished f;oodi;  oxported 

could be  further procer.ned into finished joodti 

d;    forecantin,_. f o increase of future  local ccanuription and exporto 

0)    investigation into producUon finures,    loncctic  conrumption and 

erportn of certain productn of other countriec with a more 

develope'.l econon^r to ascertain concumcr acceptance and growth 

of production. 

71. .Under the unsunption tliat  tho product has boon identified,  the above 

liât  touches already on sor» of the criteria for uarket research.    ?o bo 

able to  inventiate  further,  an attempt oliould bo i.mde to ascertain the 

important fact3 and fi--*urcn on a time-lon^th basis, boot over a period of 

10 year - in tho following form: 

^uantititen   Yeora   1?..  I9..    19..    1?..    19..    19..    19..    19..    19.. 19.. 

Installed local cuiacitioe 

Local production 

Importo 

flfcports 

Local consuoniti n: 

- Total 

- per capita 

Rational income: 

- per oapita 

Population Growth ('?) 
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72.    If „oar „MU65 n.^ cm MC. ^ 

*> newly r«nufacturo,i for export    •»   ^  ,        ,   °r t& 

«•rrlod out  by an economic   rocu^',   in„Mfut. reputa,   .orally 
/ -ltuti)   or   ;>      vir   (tv. 
(..o«nt. of t!,   Ttfn,   expert uiJ1  bti iippropriate,' ^ "'-^»"ion. 

73.     loounine that tho .Love table for ,  lot,,Uv   aruf.    .       , 

product can be .utiofactorilv comply*     -,   tr    "a"^-ijr»' <* -Pcrt,d 
fleap.  but a lina-- rnnt4  ,   *. '   "' 'a      °'' cour~° ''crone 

• a linear continuation of t:,o up- ,r •lrSV-_r..in.   ,nl1 

ramat  in a eatinfactory forecast  for futur«   ~.,P"" "'  ^^^ 

v^iou. concepto of forcati,   ^ .a^/,' ^ .   "'j.'   • ^^ 
th. incre.ee of the nor-cam t,   • '-untine  ;jaoi0f   taki 

(  locturo of tho U¡íirx> ox„ert  ) 

74.     l'ho majority of industrial proioot-  in -,n    ,     • * ^ -^„^ _ly t r x : rr rlrioD"•wo,: 
wkot i. weii imouM      „ Proauct.cn of .-„oto,  for ,;:lich tho 
*u u/ xt   lu  th:!  importor of f •> cnn^Ai*       i     , «- .P.n..r „ a nm ^.^ mit ^ ,^7" "h° '— 
«. .1M „„d _l0„    „„., -minted „if. t::0 ,„,.,„, 

-«li-. "J :   ; Xa on tv;rona fi^°8 - --"' 
i» W«»lb lnotlno        "    ! " Population era,*,  ,.,c illcroaBC 

«t«* »a «m^tiM« avoids   a lD i„onooivaUi; that-o 

"»A«>*-l«R «-W »in cap,».. tlv. „hoU of an ° »•" 
««>POJ» p..ittM, u.„ •*-"<! '«tot (even a 

«P «M, «» ... __.   1   ! nB0)-   -lrctly' -»- - »-»««C 

HÉÉlMtt^inbMA 



7o.    Only caution,  lojic and experience  ein dotomíne tho alice of the 

prient and future- mrlict to le captured and  Lhun di-.w conclusion for tho 

planned production capacity. 

77.    Unfortunately, far too «any pianto in dovolopinr countrioo work at 

sroatly reduced capacity or liavo boon clnnod down,   lue to inoompotont or 

ovor-optinistic 'planning. 

(ii) P£I£?i 

73.    To pococnizo the trond of priccc of a product, o^ain a 10 yoar table 

ia recommended,  r.imilar to the one sho :n above: 

Pricee      ï*UN»   IS..     1>..    1%.    !••    V"    1<5"     ^"    l*>"    19**    19## 

(of competition) 

Domestic product; 

- wholesale 

- retail 

- for export 

Importod product: 

- wholesale 

- retail 

- coat 0.1.1'. 

- cost cuatomc cleared 

lain rat/ ¡jatorial? 

(delieverad to plant) 

- re» material A 

- raw material B 

- raw Material C 

- which raw aaterlal i» boinj 

exportad and at what t.0.3. price? 
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Suggested selling prices 

(for tho next h /oars, own production)  1%. in., i,.. io,. 15<# 

- wholooalo 

- rotali 

- for oxport 

79. The calculât inn, or osti »tion, at w.iioh tho ;oodc produced Iiave to bo 

ioli is tho most difficult, hut alno ono of tho noct important qurviticno T 

project appraiaal, as tho profitability of tho enterprise dopende primarily 

on tho ar,£ro¿ftte oalna valuo received. 

00. Tho prioe eycten in devclopin.; oour.trio3 in, an a rule, very distorted. 

Frico fluctuations xro  rauch nor- pronounced than in industrialized countries, 

and it in not an es.iy task to accortain a roasonally valid and avoraga prico 

for a product ovor a cortain time period. 

01. l'or ir.iportod 300Ù0 tho price fluctuation aro probably ¿Toattr t!ian for 

locally produced ooranoditiea. ?hio in due to fluctiutin- forci-n axchango 

rotos, import controlo and import relaxation, ol:aj\;e in custom iutioc or 

other fiscal woasuroc, and. ofton duo to an importer occupying a twnopoly 

position. 

02. l'or goods to be exported tho world mrkct pricoe fihould be appliod, 

taking undor certain conditionn tho freist charco into oonaidorntion. World 

laarkot prioeo aro also aubjoct to fluctuations, duo to scarcity or abundance, 

or due to politioal or Military events. 

"3. ?ho»o aro som of the diffioultios in pricing forocaat3 tho sponsor of 

tho project and tho bank'« officials aro confronted with. There aro no hard 

and fast rulos for oorroct pricing, only extrono caution and knowledc© of past 

and indication of futuro market trends will prevent an over-optiraistic approach 

to prioinc ettiaatoo. 

Inflationary nr—urosi 

H*    So fur in ¿online with prioos, only the "roal" prioo of i produot has 

boon oonoidorod, ovattine any roforonoo to inflationary prossuros on tho 

loaeotic 

^^•&.^^.,^,^.%saa¿i êMiht 



35.    "Inflation io usually derinod ao a condition in which the financial 

reeourcea of a country ^  jroator than the current value of ita mal 

resourcen," 

.16.    If ;t.vQmnent measurer, aro taken to protect nhrinliin;; forden currency 

(and they tond to bo necessary in such a situation) the pressure la diverted 

inward, and tho result is likely to be increased pricee. 

(Lecture of the UJIDO expert on inflation in ;• onerai and 

ito implications) 

07.    Inflation, oziatine or anticipated,  requireo added core in project 

appraisal by the bank's officiala,    lloro are oone possible questiona to be 

a3ked: 
- Ilavo price and coot forecasts presumed any chances in cost 

and prices, due to the conoequonceo of inflation'.' If yos, 

are they reasonable? 
- Would it be feasible to separate price increases into "roa) ' 

coot and price increases (J»it;hor world laar'-at prices for imported 

raw Material,  increased maohinory and spares prioeo,  higher looal 

purchase prices duo to scarcity, and many others) and into a 

percentage factor for inflation?    This would be iiorknavinc in an 

aooeleratino inflation. 

- llould price increases hold the level of the rate of inflation, 

be lower or hiflher?    It has been universally obaerrsd that with 

a low rate of inflation, prieo increases are at or belou, with 

a severe and accelerating 'nflation far above the level. 

- IB sanas*»«1* of th0 P*^«0* °ompe*ent to ***** themoelves 
quickly to changing oonditionB, caused by inflationary presewes? 

A fow direot questione would reveal the abilitieo of oanageaeat t« 

take advantace of rising prioee and to act prooqrtly and effectivaly 

in the faoe of iapendinc eoonooic ohanges, or eren devaluation of 

the currency. 
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3C.    Table H ohown quentitioe of finiohod vooda,  produced over a A ./ear 

period, based on a capacity utilisation of 65 ;' for t;.o fir.t,  7", '¡. for the 

oeeond and 85 f> f >r th*  third and fourth -oar of Ration.     *»  to the 

Croat damnd for woollen yarn of Va count,  no difficulties, are anticipated 

of aelline the total quantity.    The  »»loa priooa ar-, calculated on the 
aaoynpiion of an incraaee of 7,r} ^ p«r yoar. 

II.   IJCaiOìlTO  JUSTT.'^C^Tm 

un.    Th. otatenentn of  "Hot foreign exchan/.-o earning • and   'Value addod ' 

see» to bo eelf explanatory, ao woll  ?.r. the obaorvationo on •• Inpayment 
opportunitiec". 

90. Throo of the root  frequently citod objectif.? of a country-c development 
policy are: 

- inçrovoraent of the ¡bianco of poyncnto 

- réduction of unemployae*t 

- inorease of national incono 

91. Die throe oUt ornent a of tho prccont appralaal report aro cljsoly related 

to the firet and eeoond developaont objective alovo.    lîegarding the third 

objeotiva, the inoreaoo of national incorno result» from productive inveotnente, 

»'hioh in turn increase future coneumption by expanding the employment base. 

'0' - COST OF roancTf iwairj[WPVHW. + arra - ^UITY .UVPTO 

1. Co«t of ftrq4aot 

92. Tho fixed ooei of the project ha* been oujomrisad from table I. 

93. To thi«, ta* working oapital requirement of CU. 560.000 has been added, 

¡iaf •* »pproxisaYte figura for oaah to bo provided at the ond of 
OB—tiuulion rear. 

UErngmmm*** _i— .....•!,.    •J«--" ' 



?4.    Probably tho moot often oticoiur.ercd mi^takec in financial planning 

rofcr to \nrkiiv eccitai ro»xuironontc.     "o arrivo at the minimum figure for 

the cash rorruired,   ,'ablo VI i I  showc  one of  t o waye  to calculât«  the workint 

japital. 

r;'j.    Industrial development   •:ai\Ys do not,  an u rulu, próvido Ioana for 

wor!-j.n,; capital and in nuarly all naso:; uhort torm Ioana aro secured fro» 

connercial banks and from tUo «more.     .evolopmont b&nlia do not  like to 

oonpotû witi. corancrcial bank/;, in tl,o ehort-torr.i loan field,  onpccially 

if thoro i¿ already a well  ootahlichod commercial  banking cyoto«  in tho 

country. 

50.    '."ho comercial bank acooptc as security for the loan tho hypothecation 

of tho rovolviri£ stocke of raw-mtorials and fininhod -pode.    The  siso of 

tho loan is normlly united to ?;   ','• of the avora.x» value ^f ctockn, 

97, Cince it appoarc that tho conccnionoos of underestimating requirements 

for working capital aro much moro likely to liavc coriouc consequences for a 

new industrial project than overo3tin»toB,   it ic roconoendod in oaae of 

doubt, to allov/ for cubntantial rosorvoo in each or in unused short-term 

credit, as it io only soldons that n >uoineBn can operato exactly to a pre- 

arranged financial plan. 

2. 'Ioana of   inance 

98. After aooortaininr; tho amount of inveetaonts (fixed ooat plus working 

capital) tho sources of funds have to bo assured, out of which the investments 

are to be financed. 

Threo difforont sources oan be singled outi 

- short-tor« borrowinGs 

- long-torm debt 

- oquity invest mont. 

abort-tern borrowin£o for the presont project refer only to the fi—jwlwg 

of part of the working oapital requirement a, the balanoe to be prayjeJat frea 

the equity contribution of the sponsors. 
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99.   I«Mrl.m dobt includes the develops b**., loan for tl.c.  . f 

-chin«*, the doforrod port of customs dut, ( t;    lrit > J,     7 
f«T 5 yo«, fro. up« - thl. 4o,, would ,, " *» 

»- M) «d ,„. lMn ^ dlroclop„. :'-"
f-; - -W 

«. u* *,. «,* toct0P. M onlï bo r^ld - ;:; - •; 

!«"ly fl»d co.„, partly the  *or¡:i„,.; ,.,fiM raniiroLmi^ 

100.    U*h „ alroa«, «Ubltatad in<1<^rlal cnt 

~£ for ^„, „ ,rodl„tion otartlnc n 8ubíU¡oty or 

participation in another ontorpri-.o. 

101.   «Intorbi finanolnír„ ;,Uümto3fundc for inv,otrwntß fpoa 

- rotai ned profit 

- roaorvo. (ronervo account, for vari• purpose,, „ot neodod now) 

- depreciation (but only the aurplu,, not noodod for ronewal 
of fixed acBotn). 

fi».^i«. »„,.forth.oortalnNUtlon.Mpbetwoonowni>i 

•« for im*», «d th. «. tawrt«. *«, t. .»ta, gp«t» 

Kir tir -"* i•~- M*i"-^. -». »ii —* 

"--•"—j---—"''' ¿i-it.«..-^] 



The  development bank ho»ovcr  iß lookin,   for the  nocurity of  Ito invoatnent. 

Cornparin, the lout-cniity ratio of n d-w-lopraont  :-.ank (a bonk also borroue 

fund« from the "ovornnont,   from the pujlie and from international aúnelos) 

with that of r\ productive entcrpriro,  it  ..mot l>o reraorab* rod that tho risk* 

of a  tank ie diotributed throw-out  ito portfolio,    fhereafl the futur» of 

an  industrial ontc-rpriea my dopond on th.?  aalen of a cingle product. 

104. Taliini; further into comudoratisn that  tho  largor part, or tho whelo 

of the Gcniity of an enterprise in invostod in lanu, buildings and raack'inory, 

which in case of failure may be unaaleaHo or only at a ¿rent loso,  th« 

insistence of the Hink for a reasonable sound dobt-ecniity relation is prudent 

and buainosn-liko. 

105. lonerally, industrial devolopnent banks do not ¿rant loans for a projoot 

in oxeóos of tho amounts,  the aponnore aro thomselvc.3 willing to put up. 

Thus tho size of the loan will bo liaitod to 50 '/ of tho capital requirements 

of the now enterprise,    exception« aro occasionally »do mainly by public 

(eta/to-owned) dovolopment bank"! for ocono^ioally important and infra- 

structural project a. 

106. Theroforo, considering tho project under diocuenion, an ovorall dob*. 

equity ratio of 32:68 is very satisfactory. 

«¡i« - Ht(Fm3iLrrY 

IGT.    'fhatever the economic, social, technical or other mariti of a projeot 

may be, unions a reasonably satisfactory profitability oan be shown, It« 

financing will not be attractive to an industrial development institution. 

As far as the sponsors of a project are concerned,  they will be prioarily 

interested in the profitability in relation to tho equity -thoy have put 

up and tond to Minimise th« impact of borrowed funis on tho profit set«?« 

(The question of levammo lias been referrod to in the preceding 

paragraph en "Debt-iSquity" ratio). 

w* 
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ÎOJ.    Beeide« the profitability »eaeuroaent  «return on oi-uiiy ' anù  further 

variane (.„turn on inveetnent- ant -return on oaloo-) development inkers 

and «m«« plennarc,  eapecially for lar.c pro.^t = , apply frequently 

in addition yard-.tick» by the -pay-back or rocoupnent* and    ,-. «• 

oophistioated isothod of   'diioounted earn flow". 

(If appropriato and soer-in^ly  useful  tho UÏJDO e:^ort   ,my en lar-e 
on thee« methods) 

109. Itomr, for  t".o purpoc« of prepari^ an appraisal report on a „edium- 

81.« project,  the various   «return* on       niioa 9MU to ,J0 quiu 

infeiwtiv. ana allow a comparatively round jugement on profitability. 

110. It has been stated previously,   that profitability of a project 

Should not ba taken as the only yardstick whether a project   should be 

financed or rejected.    Often son» other factoro „ay outweigh a lean 

favourable profitability calculation, ac for instance the premio, of a 

potential ßoveriwent incentivo, a very capable nana^ment,  a product of 

tloaentary importance to the ocononç- and nany ot!iern. 

111. Ml« K shows m suamrized form a forecaot of earning for four 

years of operations and in conjunction with tho ratioa   ivon undar 

chapter >      - Profitability, .11 relevant poosibilitiea of «'returns on ...." 
have baan Given. 

112. Now te the calculation of some ratios: 

(i)    Pflt-aqulfr ^tloj   This ia a ratio between all lon¿ tarn, loans 

«d tha owners' equity at any riven date.    This ratio provides 

BOB* insist into tha relativa sito of the "cushion" of ownership 

t***, whioh the bank can rely on to absorb poonible losses from 

operations, decrease in asset values and poor estinates of future 

fw* flow«,    loan, frora directors are ossontially long term loans. 

Art aa Ions »• loans from directo» are not to be repaid during tho 

ooatinuanoe of tha baule loan Without prior approval of the bank, 

these are to be treated as part of owners' acuity_r.gr the purpose 

this ratio only. 

MSMifa ^dUL 



(ii)     IvOturn.o.njÇ^cr1^_l*2>ii.t^|'j_    "hilo calculating  thin ratio,  oMior*« 

«cruity  -.hould !>c  treated to includo r'.uire capital  paid-in,  equity 

recervoB and the  jjnappropriato ,rofitf.     f^ann from directora ar 

not ta oe troate^ as part of owner'.~ *»>niity for this purpose.    Return 

on cmity  iy oalc-il-itod  b- -Ividin;. tho araount of profit before or 

after tax (V tie ca -.? ma-- '.••«) by thi avaras arwunt of th« owner's 

equity (i.o. 8<7uity at th<> ' ejinnin,. tí   the ."iar plus that at the 

end cf t'-.••> year,  divided by two). 

(iii)    rijturn on CyA^iA-^A0.".'    '^»italiaation represents funde aule 

available fron all   Ioni;; torw nourcoe and  is obtained by adding the 

owner's erruity ana all  Ion.  term loan.;,   including loans from director«. 

Return on capitalisation  ic calculatwd by dividir»    the profit (bafare 

or after tax, an the case may '»•)  plun  tho intorautu on lon¿í *•»"• 

loans, by the avera .-• cunount of capitaLisation (i.o. capitalisation 

at  tiu be .innin-  of t,-.u roar plua that  at  the and of tho year, divided 

by two). 

(*v)      ^"A'Vg jer '''tere:     Jarnin :z per aliare are oalcuiatod by dividing 

tho earninca bofore tax ard earnings after tax (ae the cao« nay b«) 

by tho number of ordinary oharou outstanding at the end of tit« year, 

(nly ordinar/ aliares îiave been iaeued). 

(y)    Br«a;c-ttp Valuó of   -¿naroi     if    .0 shore capital oomants of ordinary 

shares only, tho brea!.-up vnluo is obtained by dividing the owner*• 

oquity, includine reserve« and unappropriated profits, by the maber 

of Bhare» outstanding.    Intangible and fictitious asseta,  if any, 

are to be deducted from owner'c equity.     In oaso the share ospitai 

conaistB of ordinary aa wall an preference sharea, the brea« np »nine 

of the ordinary aharee 1« obtainod by first deducting fron the owner'0 

total ospitai, the    preference share capital and any unpaid diviéanda 

on preferenoo shares and then dividing the balance by the meaner of 

ordinary shares outstanding. 

. . 
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a-»r.l,.pr„JMt ls ,;01laldma rlsbu rlrvlncin,.   lf „      , 
roucUj, th. follo.ln,   „„,,,,„, "•un<.inu, lf „ Mot, 

»M. mflt to Miao 3n      or 20 - 2f, per c.-t 
Ol-~tUí,- profit to ai,„ 10 . ?ü per pf>nt 

»•t incoa, (affr t«)  to salo,    5 _ 7.5 por CQrt 

•t incoa« (aftor tax and 
intoraotn) te auuity 

D«*t .arvica covura,,« 
10 p«r cent 

2 - 2.1)   tinca 

114.   As a* aftqrtlun^ht  theo« words wore »ddods 

"Ml- otter aop^t. of pro^t appr^i,  th. ompha^ h.„ lc 0n 

*«*li.a, Moderation and caution." 

!£L¿LaS3£z&•i¿x^\m 

US    <*o. t*, •arni«,, of t;ie •nterpri.. :• ^ foreoaot for ^^ 

CTal,^ "^ °OB8lBt Ìn "^^ thc f1•*^ Pi- to nalce « 
*«*. .^ wly iBBUlMentCi witheut depriving the miuppriB9 of n9i<ud 

ÎÎ6' «lÎ^ZT1" <Äl°UlaUön ln **« *•*«*. au 8:• in chapter 
- D^-S^rlo« C*m«¡*», which indicato, the »cuchion» of fund. 

•"*«*•«* *—*«<» of lo^o• loa», ana parent of i„tere.t8. 

T^** ~-W~* (-fuit) of fü, and lazily defined inBtal. 

f» *.Tt-IZ "~* JN,pMW,Ml<mC *° the «*«irl..t  th« oovarase ratio 
•••* |WW **** th# 1«*"»fi« i« »t loa«t twice,  or btttor 

•# «a* aetml nnirant. 

mÊÊÊÊÊ •tfWaÜIIBÜiÉiilk. 
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UT.    ,Uthou,h tho  project  of t!u  prient a^raiaal  report ^ a  J-y-r 

Holiday,  the ,alculationr woro extended for ,  tax-pa^ unit, r.howine that 

oven t:.on fao de.t-nervi- oov,-ra;;o ear. ^  r. r.-id-rod M ^factory. 

Ho.    It ...ill be noticed  tnat t;,e vcarlv  int.r..tc  Ratine to tho  loan 

of fa. director, t,  tho .ntcrprine have not  heon   include in tho tabulation. 

It   ir a mttor of opinion,   whether f.» direr to«   ir. caoo of a fund aborta«« 

•  „-  i-wr^t-    a-  cponirw-ly  tl'oir claim would liar, uould inoint or. pay «sent   ox   r-tererto, .»    wu.1.1^ jr 

a low priority. 

t   T  I -arn.,-"' ii -on-- 

Uo     The preiset appraisal  report  endeavor, to   -.Ivo a realistic calculation 

of'oalos rovonuo and .ont  of production at  a t;ivon capacity «tiliaation. 

The development l^nKer would alno  life, to Know what tho financial position 

„Ì13  ,0,  if tho assumption of the apprui-utl  can not bo realized. 

120      Is ha-, ben ntatcd previously,  tho market  pooniMlition, or in other 

„orda, tho -loa revenue  in th, -nu^er one-  fact   to ostinato .omet*. 

On tho other hand,   it  ic easier to ostinato thn cost of production, a. 

nearly all component, of the calculation ara ¡Mm within »arrow li.lt.. 

121.    Thould the  »lo. revenue ¿coreano,   production will have to be reduced 

(to avoid over-larr;« stock« of finished :ioo-lB| resulting in tiod^p fund.). 

the gestion arir on how far can production b, throttled devm until »Uo 

revenue will ccnaal production costn, that  is to a eta,, when no profit. 

will be generated,  or whan the broak^von point will bo reached. 

122.   equally important in the broak-oven point to tho owner/a of th. 

enterprise.   To cartai« profita or lonoes, balance sheet, and profit 

«i lee. «count, will provide the reared infor»tion, but th«y are 

preparad only ono«, womtim» tuie a year.   With a diainiahiag mlm 

„venu., the braa*-«von point (actually a dan*»r .i0»i) oan be 

fairly fuiokly t*d at My timo durine t:.e year. 
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123. Tho aaount of «aloe revenue -loon not  depend only on the ,^ntit • of 
»it. .old,   but also on tho  nolo, pricc per ,^u     *    to „^  ^[^ 

or other circuitane, prie«, rmy have to he ;,arkod do,n.     jR  thi- oaac 

Wore a prie« auction t'.e  broa!:-evon point  can ' o calculated at various 

prio. lov.1. and thuc  it will  Iacono  ele« at  ,,,t  .Hfforont  capacity 

utilisation    a broak-ovon point vii!   be roaohod. 

124. Th. brea .-even point can <,c drawn   xnp.ically or calculated with t> 
help of the formila,  oxplainod in   a:.ie .nil. 

(Tho Oinx. .xp«rt may domonatmto on tho   „lac::" oard 

both aothodo,  uain ,• various oxanplo-). 

125. 'hen working out ommpio« with various assumption,, one conclucion 

•Und. out,  naa»ly,    an increase in fixed co :tr. rosultn i„ an-increase of 

th. braafc-even point by the name percenter and an increase in variable 

ooBt. doe. not cause an ecruivalont porcentaje ciau-e of tho broak-ovon 

point.     In tho  cose of decreases tho »ame observation romain;: valid,  only 
with inverso ro.ult.. 

'li' - cAflü FTX3W AKD manera :w&ic;: u.;::: (TA,...^ x and :i) 

12«.    To o.tio»te the financial requirement- of a now (or oxpanding) 

•ntarprie. a "projected balance shoot" and/or a "caeh-flou forecast» in 

uiei.    Iftider oertain cirouia.tances either method can be uooful,  oach 

representing * distintive approach to aohieve the moo purpose.    Industrial 

dmlopMKt banker, employ bot.» types of forecasting as one supplements tho 

oth» end read together facilitato tho narchalinfa of projoctod funds to bo 
Molare*. 

127.   The «srnlaaoe-eheet" method of determinine future noodc for funde io 

bailt armai a foreoaet of key balanoo eheot item. a. of a .elected future 

»»*•.    Tae tmrestment required in all key ite», as fixed Meets, account« 

rotimble., operatine oash and all other assets and liabilities for otaooth 

of the enterprise are determined and tabulated.    Tho projected 

^__-^__^ ^,.J^_,...,  :,   Jta,-., 
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balance  shoot forocaoi io  in fact a conploto financial picture, as will 

appear *n a certain dat,.     ilio iato io .m important factor, aa it should 

bo at a tino of uomal oporation.    Cautious forecasts would proparo a 

sooond balance rioot of a future date, uhon for one or th    othor reason 

(dimin* chine "alec, delayed account* rocoivnUon,   increased costs of 

production, and .tl.ors) t  , enterprise mifht  '..o in financial difficulties, 

a compariaon of ti.o two Plance shoots s'.iould  indiato whero to allow 

for "cuchionr:'' cf funds. 

126.    The norc compresivo facti od of forecastin* t'..o onount of nesdsd 

Tunda and f     tiuc at which they l»vo to 'o provided io by tho   «cash-flow» 

r».thod,  which in may ways  in conparai lo  to a   'bud^tintf' method.    Tht 

theory of tho   'cash-How" forecast  i« based on the anticipatod receipt 

of each at a eortain time and the predicted outflow of «neh at othor tis*s. 

As the cash-fio» statonont doale only with cash-transactions, non-cash 

itomc »fill not aproar thereon, as deprociation,  "md iobto v/rito-offs, 

intan&iblos and othoro. 

(Locturo of the UBIDt) oxport on pr .parin,- balance ohcots 

and cash-flow etatomente). 

Some ob*orvationet 
129.    - Mntropronourc can nonaally finance a substantial portion of ths 

noodod wor::inc capital throutfi ooranoroial  nani: borrowing a^inst 

hypothecation of tho revolving atock of raw raatorials and finished flooas. 

If at any tin» tho oash flow statewmt míeoste availability of sufficient 

liquid fundo, such oonstorcial bank borrowings should bo miostaatiaHjr 

or entirely liquidated, without joopardisiiu; tho ovorall liquidity of the 

enterprise. 

The snnagenont of tho prosont project,   TCTZ Woollen IilU> Ltd.» »«aid 

ropsy tho loan in full in tho sooond year of opération, being well •*»*• 

that  ;' . intorost to bo paid on tho Ioana is the highest of all iSBt-peeAtieni 

ih 

(H     ; 



130, - '.'henovor in any yoar tao oquity rosorvoc (roproccntinj profita 

rotainad for cpocific purpoo-ju) and ot :or unappropria   .. profits arc 

likely to exeood the paid-in nharc capital, a portion of .;Uoh retained 

profit« Bhould br, oapitalizod tlirou.^ i asiane o oí' ..or.ua ü/ATOC, to .»kc 

tho paid-^ip capital larcor then the balance oí' ull     quit./ r-^r/oB and 

unappropriated profits.    Othorwio., tho tax laws m nony countries foroaoo 

• hiflh rato of tax oach yoex for auca reaorv< n. 

131. - Devolopaont banlruro   iiffor in their opinion,   vr -otlor a copy of tho 

bank«« projeotod balança nhaot and I:,IB!I fio.; otatunont  should bo nndo 

avaiUblo to tho ontroproncur/n.    Conorally, thoro chould bo no valid 

objections for not lotting tho iaana£o«cnt of .m ontornrioc m:co use of 

tho forecasts ac a standard,   a^ainst which pcrfjrnancc.  oar* l.o noacurod 

and evaluated.    Tiacly rcco;;nition of doviatinf rooulte i;. ^crfornanco 

will b« of valu- to snnaromont  of tho ori.orpriso, as ••  Il ne t. tho 
development hani:. 

TABU xiv - iwy^^{T_cnT7 :;_IA 

132.     Industrial development  bankers,  determining t.V;  viability of a project, 

put correlai profitability   in the first line of connidorationn.    "ovornr,»nt 

economists, planning the industrial development of the country, viw any 

new project fro« the parapective of national oconomic  profitability, which 

Aft*.1« «At» inolude« aocio-oconomic anpocte,  increase  in national income, 

hitfhar foreign exchange oarairv;*, better ooploymnt opportunities and otharo. 

But both find oomen -round in tho ain to export locally produced ¿ood. and 
•am foreign currency. 

1J3.    In ever* developing country the jovernraont ¿daces tho ^eateet ecçhasic 

on tha need for iaoroaaa of foreißn exchange earning,  to improvo the 

balance of pay .r-.la.    It encouragea exporto in many way», in particular for 

•anufaotwrai ¿oods, „* prof.^bly those using mainly  indi-enous raw imterialo, 

•Mi 



IM.    Aft« Lavine reached « oaticfaotory l«.i of incori  mibBtitution 

for caantial    oodo, ths ¿overnn»nt „Unnlnj authority,  in formating it« 

export orionted induatrial développant,  ,ill   ;ivo preference to tho* 

projects which for tho input of the emlloot anount of local currency -m 

the hicheot aoount of foreign currency.     Should there b. a nunb«r of 

projects to ehoos, fron, by applying tho forimla detallad in Table «f - 

..inventment Criteria»,  the project with the lowoat ratio can be electa 

for implementation.    Convor-ly,  Toven-ont could alao fix an upper ratio 

limit beyond which approval for a now project may bo giva* only in 

exceptional circumatancos. 
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^IITlJI.â' 0. r An_:iAriy_; -a 

iy;.    The  Wlo appraisal report of   *YZ Woollen nilo Ltd- I*> be« 

prepared >, the loan operation Sparte»«* of a „odiun ni, od i.iuatrial 

develop^  ban, ani  La «red for t.o pro««* traini«, P-:— an the baaie 

docWc for the inntruction nf tho partecipante of t^o course.     It -u=t be 

pointed out  that the roport,  an prencntcd,   io not a  • perfect • appratì 

roportj     it  ban its weak but also its ctroi* sidos. 

136.    Rosnes arc vi.iblc in tho plantation of individual chapter,, 

in needles, repetitions,   in not tyin, up tho test «it» the annexed tab!.. 

in not ntatin« *ar':ct priccn fc, a longer period of y=ars,  and al«,  in th. 

or,S8ion    of a oUaptor on  .r^so-nt«,    »na^l capacities of production, 

sales and finance have te be  identified and an opinion thereon should bo 

included in the report. 

137.    It niCht be of advanta-e to uuo a not too perfect report  for the 

trainine course, a, tho attentive*«.,  intelligence and to,wlodlTo of th. 
~A -.„A thf." nn be challen\od to  inprovo on details participants can DO r;au-ed and the.,  can oe w»"» 

of tho report. 

130.    Tho .tronfi -«dea of th, report, and oopecially suitable for the 

purpose of the present trainine pro^e, are a number of oh.pt«., which, 

if not entirely new in their concept, do not appear in so-called .standard 

appraisal report..    These additional chapter* and tableo will ci~ *> ** 

participant, of the course an insist in -thod, of extended invention. 

*nd calculation, which undor certain circuyanos, »y prove very helpful. 

139.    » i- not an easy matter to preparo a 'perfect- appraisal report. 

The executives or the board of directora, who decido on tho morite of . 

loan for a projoot, put to tho lo« department two defends, namely, fir.t, 

that the pro-loot appraiaal report should be limited to a roaeonable l«*. 

and ..condly, that all aajor points are covered and thua give reeaily an 

anew«, to any and .11 «r—ti   -, which could aria« out of the coapleaity 

of a prcjact. 

¡I 



140.    Th« purpo.. of a projcct apprai&>1 ro?ort can . fi flofinei ac roiiow3; 

"4» appraiaal roport should iÄV0 a woll 0I,anizod   ind lo ^  ^„^„^ 
on-urin« that ,11 ^or    ¡WJntR !lûve ^ ^^    ^^ .^^ ^    ' 

*ny Nwttel Í  st  tu the characterise of a ,ood roport.     .* i al 

Pentatlon in lar^iy a natter of or.nni»t13ri of t- ^„en text ond 

tao tabi os or «tatocwnt:; onci o od. 

141.    Without « export mmsmmnt, an oth«viB0 „u plannod lnd wel1 

equipad .nt.rprl30 dooc „ot nave nound eh»eM for a Iantina 3u.ceBc.     In 
ft0t' •MW*nt if> tl» -V 'actor in ali industriai  operation*.    Bvt how 
to ml»t. lt. capability?    um.n8 the individuai „*i,;; up tho executive 
tea«. hav », airod ßUCC08f,fully an ontorprJOO (profopaMy ln thj ^ ^ 

ot production) it  ic difficult  to appraioc th. tao*!** ..„ and ability of 

each *M*ar in plains,  or^ni2in;if   nuporvioir,   and  controlline,     b.in,- tho 
xxsic function, oouuon to »11 mana^ro. 

142. Baaioally a -dium ni3e industrial enterprise will divide tho functional 
v~- of nmn^ont into,    a} productif,  b) oalen and e) finance and 

«tainitration.    -*ch aro« includo, a numbar of «íb^rdinatod functions. 

tWljr, thr«. «aaegoro for«inC a team take caro of all operations, but 

•OMtl-0 tho oentrol of activitiec and dir.ction of affairn io cntruatod 
to a highw rateine oxocutivo, tho t;on«ai rjana^r. 

143. A. a« iadurtrUl oraani.ation crow«, tho functional broak-down of 

«"*einc activitf. ero». in proportion, tho nunbor of executive, inor~.ee, 

«* th. rolo of tho musine dirootor a« coordinator inoroaaoc in inportanco. 

"h- • project i. to b. Uçl^tod by « aXroaly exiting »na^mont to«, 

tho oapabiUti- of th. to«, or of individual «u^ra can bo »o.««^ by tho 

"•»it. aoai^4 ia tho p^t, but it oan al.o ofton bo oboorvod that th. 

-» «KU*. woe«rful fa* io not oapobl. of handling a lars« expansion of 

« «LU«*   IrtwtHal «twprt.0, a. a« and bigg« problem, app««.. 



.i,,«, to oval «to A candidato for a nw»gori»l 

inductrial devolopncnt '.»onkc do not  ...ire iwa,.« , , 

in tho  ^ - tl. pro.ct to ..o, «>ro a»ut tho  ^" —** 
^i,, or tta  U».     - f«. a,  opinion of a „'* c ,    UU^ 

ana character, flrot 'aio previous perforce in xndu.try  x. «*"*"* 
vusted.    , Uowin:  this,  t:o opinion of f«r clover, an   -ll«*- 

:L,    «atiplo  intern „It.-,  tuo «*. -f ^cuU rev^ . 

pic J. a« conprohennivo a, atfi-Llo,  hoover, only t,o tost of ti- ~n 

toll whether the foraol opinion toe proV.n «onroot. 

• „„  "-vT woollon ".ills ltd." doon not (The accompanying report on    ¿Y~ .'«mon 
dvo ov informt Ion or the capability of nanaconcnt, ~nly the 

Íinanaal result, of a lone o-UMUW trading; ooo^ny.    Th. 

potion aria- wHothor the fon-r «*«*. will bo «uocos-ful 

ao rvuiufneturer,-..    culd there bo production probi«., «PP* 

difficulties,  or oth«,  wit, which „«,-«* «mlA not copo? 

Although,  th. report clearly indioafo a   •nollor^ «tot  , 

could «*etin, proviene ari,,:    Theo, and of,cr potion. 
«y .0 diaoucood by the WITO expert with the participante.) 

• I 

* ~*> «r/Y7 'loollon Hillfl litd." rof«r« to U5.    The present appraioal report of   OTZ  loollon 

„«to,. .«.Itar « tt. H.W.. J*- « '-*"•» ' °~U l^^~Ìl 

ZL.»- •—* •» - »—«•»- —* -^ *• -rr^ 
M Urs«!» t» » *«•»»»« —»"•   * lrt«•ti0-l* "°WM4 

clM.lflo.tlo. oxlrt. o. «M« "»")«* """• 
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\1 ZT rr Wvor'm th"to•fw '•» '«*= f^««j or, 1«. Mi, .-H-W for up t0 ono yoar>   lnedlwi twi for on 

Hv. ro— «nd "lone-ton.' fop o-op flv„ y«».. 

U7.   *r u* * , botw ru^lta,| u io iiuMKi tte   ^ ^ 

)" *"">*««« —•* ^». no. noro  ttaB  „ ,„rtor, „^^ ^    £ 
powor oonaunption to >0 rj. 

Ma.  u«. „ »„ t^,,.,,,., bllill; of _nor M t|ian for 

"**-»«• "- *» »• —i« -*lfl.d, b* .„«„,„.. all th0 
b«i. fi—ui, »«hai•, „a wl:u, in/om,.tion „^ ,o 

*^t.~* l• o**,,. „m toyo th0 ldTOnl.^ ln rcco<;niîirui 

«ç»«ri     *W —,t»tta- - '* — —«a! Mpoc«3, t,we 
««•oins th. tt» of .ppTBio.1 pr.ton.Uom 

(1L1to1!
tÜLafl0' *" I",°•"°-1 *•* *»  '«—tritio,.. and „«.o,».., 

ajU«. for th. appi,««/, «d for «ho rt.ff „f ,,0 loar ,ioi„rtn<mt 

««•««tille tfcc »levant lnvortluatlon.. 

"».   Í.U~l«,   «..ti«.   .touM   t0   »^J   ,,„,,„   thw   ^ 
1. Dotrowors 

(*) 8MM «ad «dArooo. 

(b) Hrtw« and loootion of ontwprioc. 
<0) Z*?":"**9"19* - w1»«»' prlvmtoly or publicly «mod 

¡Sì ?£££ld» briof do**il« <* -«ill*tî^ toWTttr 
<4) ÄXofoTSrS^.laoa8 and tochnical «p»i«oo, 
(•) FU«t ioocripUo«, p«*uotio« oapaoiV, condition of facilino., oto. 
ID OpwKllwKa «ad financial history: 

(i) Boot* of prodwtion and mUo for paot four yoaro, 

Sur >2ï.       «"A*1**!«» of «aminst. reoordo for paot 

_UÉ-Málí 
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(   ) financial por.ition - anulyoin of ..»et ronont balano« 
shoot,  includine ooriwnio on capital ntrscturo, naturo 
oí' roBcrvon, valuation of ;nvontorioo and fixod MM««, ote, 

»' 

2.  rroject: 
(a) Dcocription of tntiro pro oct,  inoludin,: that part,   tf,yr» 

financed fron ot ìor tiian  i'>.".¡> fundu,   indicating axpaets« 
rucuits,  incroaiu in production capacity, inórense in 
officionoy, reduction in production coetn, oto. 

(b) -\rc cunlifiod pcrsonnol available for the onffiMerinß 
and installation,  raaintonanca and operation of ti» 
oquipuont?    '.'ill technical ourvioo bo roquirod': 

(c) Total coct of the project,  nhowinc ooot of fixod asseta 
(in cuitablo broalafawn)   noparatcly fron -..•oriü.nff capital 
roquironentc.    Indicato foroi,;.i exchange roquirowmts 
lncludod in total  cont. 

(d) Lint of  joodr. to bo acquirod.     'ill competitive bido 
bo obtained for thia o*;aipiaor.t? 

(o) Conctruction and installât ion nchodulo. 

(f) Proposed oourccc of raw raitorialr:,  labour, powor, 
water, transportation,  otc. 

(g) Prosont otatue of tho project: 

(i)   Ixpandituroc to drto; 

(ii)   Iquipracnt on ordor; 

(iii) Problems, if any. 

(h) Horket» 
(i)  Infon»tion on c-;iatin,T mi-koto an- piano for s«fia)lyln£ 

and expanding then.    Importa in paat years. 

(ii) ^otiantod itoaisod production coots as ooqpraá with 
selling priooo of competition,  indtontiag costeas 
duty for raw materialo and fini «shod ¿poda, transportâti< 
oosts, otc, 

(iii) Ilothod8 of raarkotinß tho product and adaquaoy of 
tho prosont or plannod distribution set-tip. 
beport pò no ibi lit io r-.. 

(iv) Information availablo on oxiatina or oxpeotod 
pianta, suoli as thoir oapaoition and looatloss, 
sales torritorioa otc. 

(i) Operating and financial projoctione (if applioablo)i 

(i) lietiaatod unit production for oaoh of the first 
throe years of operation. 



(li) l.aUmtud mio;; revonues,   conto ,m<l «rwrnoon 
giovine intorost, doprociation r.nd tuxoo 
ae.urutoly,   and net profit  Tor ..-ach of the 
tu-nt thi-oo     xu-u o." onoratioa.     Profite should 
b* ...Lvtod   •      .::   fi.^-Lal   nV. .    oc,   includine 
yroNiblü dividend payants. * lncluain^ 

(iii) Caah flow cr.ti.nut- for CK.C:* conduction yoar 
thrown  ti»«, first ;-oar of nomai operation, 

(iv) ITO form  iKHrjic« 8h,ot:-.   i; rit the conplotion 
o.   „it3 proje.-.;   •d firot .year -if nornal oporationo. 

(4)   Oi'noittl oconouic   jun-.iflratioa  ••>:  ti'«  nro-Tt 
(if applicnMo): Projet 

(l) Ovor-ali K-mfita to thr: country, 

(ii) Utilisation o* unomplr.yod mtuni roaourcoc. 
(ili) "!r.iploy:.iont  O

T
" labour. 

(iv) Poroijn oxc'xiii~e s'i'ñn/rs. 

(v) Jcononic divornifioation. 

(vi) Honofitn  to othor inriuntnor;. 

(k) Any other roTcva..!: infoxwtion, «. ,-. on nocooenry 
Sovornrao.it lieanooc, rciuontn, off act of tariffo, 
tasoe, etc, * 

3« Proponed loans 

(a) Amovnt rocpiootod. 

(b) P^opoood toni of \oon.    licpayrxmt   nchodulo, 
opocifyinr prop.->r-r»  ^.^3 poriod. 

(cj   Security available  for loan. 

(d)  Credit jtandin¿; of propoaod £ik.rantorsf  if any. 

(•) Any apooiûl lo^nl,  tax or corporate concidoration. 

4 mas aira grcwaroiAi, moi3T¿*~*  

ISO.    Alttragh it ha« bo« provlou-ly stated that tho proaont ^delinca 

for project appraionl refor »inly to medium oiio projocto, it i. felt 

that «ore iafoemtiot, .hould be «uto amilablo to tho participante of the 

tminlr* oouree fer o«rt*in loon application^ where tho ovmcr/s of an 

•«U%Uf MttvniM emterprioo subait to tho industrial development bank 

mÊÊÈÊÊÊÊ ImlÈmmÊhÊM^ÈËUÊUIÈàai&i 



an expansion protrine,  by uhi o.   the project  nvui in iti clarification 

ao a  larn   si-c :.xurafaoturirv, operation. 

V/l.    ~or iar>'   K-I1     indus*H al  pi-      '•u^,   oxter  -o  invu.trwnto 

arc needed and öfter; a financing -Picric  for-jacc^     i it doc tho   i->an of 

the  inductrial development  V.:* or t.. ar equity participut ion,  thu public 

Í3.UC of shares or bondn,  pnrtioiprtion of otl-.cr financiar aToncina and 

Bonotinea ever, ¿overrent  -o-part^rr\AV.      'hi- :.<oarr: that   '-He docueontation, 

subotantiating the  loar, rcpiiruxntt ,  -.-ill  luv-.- to    . pr par.nl with  nporial 

caro and that  invent i.nti-ma -uvl ;.prraiiw3   by  tao  loon J .»jnrtnvont  ctaff 

of the financial,  loolmical  and neurit acpoct:: will  o<   ortoncivo and very 

thorough. 

152. Generally,  tho proapeoU   ef   1 ^   spande;'  projet arc boin,'.  Jvàtf* 

by the performance  and rcBultn ni f 0 cxir.tin^ ontorpri*-    nd tho 

inforr»tion to be ^thorod will concentrate    n tho flrot  Uno on the 

aponcora of tho projoot, the owncnJup distribution, the control,  the 

financial and tho naloc reports.    A quosUonjmiro is mibnittod by tho 

bank to tho Bponnorc, whicì   ir, vwmlly divided into two part «j    tho fiwt 

doals with all aapocta of the oxiatiu    cntorprino and tho aooond with th» 

now projoct of expanded opcr.tionu. 

153. A spcciMon of tho first part of tho questionaniru if- "ivon bolow. 

The aeoond port is basically similar   -> that of any new nroioct, no daalt 

with BO far. 

Specimen questionnaire, part ono: 

Tl^JORMJOî 

134.    Part one of tho cfuo«tio«nair« rafor« to elation» In 

with tho «dating ontorpriao and «orvoa primarily as a bMii for tba 

©valuation of the now projaot for axpanalonj    it cover« th« typo of 

infoimtion raqairad fron goi-m oonoorno.    Tho following QjaeatlftM 

ba anewored when thoy aro pertinent» 



•*} - 

l.il »ftcK! of Applicant (exact „-.rdii. 

Location of  a)  h^iJ ci"i< 
l'i     plant. 

firn)   ->.i.j   t4,:r 

1.02 3ri«f hiatory of V.o  .ntorpricK   -,in^  ir.^.tinn.Uv 
ehMfic  in «ino or  l.unlno.a,  nnrr>«f  roo.fiaai^txonr   .tn.i 

1.03 Hoputationi 
lîeforonc«' toi 
a) Bankern 

(i)  orodit  itondini 

(ii)  bnl.vtcoK oarriort,  tyr :• -»n-1 1 -n -t'-. of  )i-\m- 
(ili) íruarantou:! (ir any) 

(iv)  inorai   porfor; nnrK 

b) ü-vjor croditor:) 

(i)  'JHjrine polipi ¡nfiporinl   t .r in 

(il)  payraont  record 

(ili;  ¿¡antral pawrormanc ¿ 

I.Ol 

o)    Cotapetitorc 

(i) mmîvmnt  (Woak#   itronr,  oonucrvatii'u, procreo*ivo) 
(li) plant ami ¡.nc'iir.ory) 

1) ouitabic (new otylo,   inprovod, expanded) 

2) WMuitabl    (obiol-jt  ,  run-low,  poorl-   carod for, 
poorly locatod). 

(ili) officiano^' (high coot/low coot nroUucur). 

A)    CtMtoetorn 

aj«ail«e of co«panjr .-uid its producir, in t;w tradu and ita 
•JNMjj^ü or diaadwurtaco ovor other conpnniea in nane 

Ik 

•) 

[0 OOgTOOL 

fct U» (llaltad ooapftngr-puklic or privato partnership. 
•©lo praprlotor) ' 

sot-t* «aitai10 to obtain now financing? 
(If not, what la recuirod to aikc it oui table). 

Mm ,^„..;...... .^-^..1,-. n , 
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2.0¿   Control: 
.0  ioK  owner (activo/innctiw  l'hit  in Mn relation 

to t: ninna- o itîKînt ^ 

3.01 

b) Contro]   orni- d by  IV.:VííJC*JUI 

c) Widely r,cattcr.J. (obtain m¿.k.~ of principal  aharuholdor* 
controlan,   10   * or ..»on- of any elvi of votij^; alvaroc.) 

1 )  Affiliation to onv  ot'i^r coupaiv ,   .¿roup or invidi vi dual I 
list  oubsidiari'-i.-  nho-,;i:\,. p recata o of .-nnv>raliip in oacli • 
any  tmbotantinl  holding by fiduciaricr? 

Diroctorc  (Partners)  tUcir .«C¡.-.TOU:I1,   salification,  activity, 
their :\f filiation wi..i other concerns. 

3.02 I.oy inn or ;wn» 

a) Knowlodf, and oxporionc. 

h) Age and lont"th of service 

c) Outrîido intoronta and activitioo 

d) Torna of contract 

3.03 Internal or^nization: 
a) DiviuionG of dopr.rtraonts,  thoir functions - suitable 

distribution of rucponr.ibiliticn. 

b) '^ualitioB of 3ocond lin    oxocutiv  ,   .nd tl.oir ability 
to fill vaoancion in firot lino. 

c) Toc'tnical conaultanto, thoi:- functionc, ternr of 
oraployaMt, relatione to i r.na^rwnt, 

IV.  CAPITAL STRUUTttr: 

4.01   Capital Stock 

a) Distribution to aliarle 

No.  Icouod   Total Morainal 
Anount 

Total Paid-up   No. of veto« 
¿mwt par itero 

Ordinary 
Proforoftoc 
Dcforrsd 

X« aa? «*xo»ttod «took hold for spooial purpose«? 



b) Detail« r.oncornin- 

(1) voting,   prc-cpptivc. ri,-hti 

(ii)  liability to furficr calle 

(ili) arçr otock rti/iaoiUE.    r ;,o„u,  icüUü  in      ,t 

(baci,-  of distribution,  nu.,    rT-^.i  ^T 
amount oapit/ili«o«l). "'   r      lcnu-'!» 

(iv) aiv aharco iecuoJ for proporti :f-  r, • •     K,f 
nnd bacie of valuation. " " ycarn 

ß)  Aro aocwitioe  lint,d on  utoc Xc.liat;- 

(i) annuo]   prico ran^ f„r „arh of t, 
to .other wit'. cuPP,.„t  ,.r.r';ot  Jri'V " yjars 

(ii) ratio or current £!oCUritiy pric_  to ^.^ 

(iii)  value of fi« company   i,. t,• of tot-1  rnrlvt 
valuon of  itr; nocuritioc. 

4.02   Bonds »ad/or M©rtaa< rot» 

3.01 

Review Unuon outotandiiur ac of Ait-  ,r i,+    * t   , 
(— para 0.O3 gj  U r^rTtol *"'  ,f Utc8t ^«co shoot 

•) loowity pp-vtfliom,  (oowpod/uno«cupü-i; 

b) JÌKJfì Pri0rlty 0f "»^Tos or othur lienc 
(identify proportion Bubj.ct to iiun) 

c) Hsdsaption provisione 

4) Convertibility 

f) Trustooship 

•»* BUlaiags 

ft) Looatlon 

(muni- to aarkota, w «itsrials, powor transportation) 

•? fc*1**»*» *"* oit« ""»o* <w looeod 
Its*» of looso) 

•) Plant lajr-svt and condition! 

(i   saps and drawings 

ii») ÜéTTÍÍÍ^?JT* («•"•"»•i*»» adsquato, insufficient) llf' ••**•**•* lifs and ropIaooMnt ooet. """ 

¡u^.L-atiEUiiEifci 
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'îl 

1; * 

d)   '.lucMT.t; ntora-^  r.p-.c 

o)  ".uitaLility  nnd ;idotn»c? of   :ivv    l'Dr oT»*»"*«" 

f)  Inauruw  (fir,,   fl'^d, wml-rtor-i,  bur/^ry,  utc). 

1.02 ilaeliinory and Vquipiiont 
a) »ajor jctinr.r- and at; ui   lurtallation and rsnodaliin* 

O  '.y;-«;  l.-uitvtttLV"^1^•*0^*10/''"»'-1 aI*,I"u'jd' 
ci  Condition  -vur*-to-daW<>':nol>.tV  in noci of   luprovonont) 

d) árouwl rwf.trr and .lccproci.it ion ciarde 
(connarvnt ivo/ vomiate/in iufficiont ; 

<j)  dpacityi 

(i)   t3ti;ntud canity ( '"" lu».*)  =f "»jor aoctionn 
in tlic  pr.ist   .. >v.rr,   -»orkln..   ¡n ..   ahift/B par d*y 

Vii)   proùuctiun ie '   of capacity in f..e ,nr.X   ..  y«wra 

f)    'n+irintod  lifv,  and TJ\A,:C ••.•noni- cost. 

5.03 3tatc of Intention of Co^vpaiy 
(horiiont.il/voptical/cui.V-in.-vtion  >f twn) 

6.01 Product/ Product r 
a) Jpocificationo of BOjor productn or claaoon of producta 

b) Divorntifio.ition 

c) Liconaod/trm bnnd 

6.02 Operating 1 jt'.xods 
a) Oporatinff ppaotiooo and npodtiction toohnique« (»mt«rial 

flou, imtopial bolanooi;, fuol and oncrQr iialai»««, 
•poro parta, oonsiwption) 

b) Inspoctiou ('.fiiopo, toloroaco) 

o)  3poila¿;« -ind v»sto (how noch - inoroasa/doopo»«i«) 

d) ny-pro<l«»*B (how r.woh - val\»e - disposition) 

6.03 llorml tie» of imnufaoturing proco»» fron raw notorial ©rdor 
to delivery of finished 

) 



A'j 

4.04 Costa 

a) IfciMiai.no oostu and  iporr.tin,-,' profit f,r uu: i   ri.or 
product  or product  Uiw i*, foli^tnr broa :-d>wn: 
Wot Salo« ilevonuo: 

Ooot of Good«  >jidj 
Haw Mfttorlalo  1/ 
Dixoct  labor    2/ 
Otbor diroot production expose V 
Indiroot labor and racuiufacturin    overhead-  1/ 
¡Jsprociation •* 

Tot«l   *>Ut    Of  flOO'' ;   noi J 
Oro BO profit 
Uli lit*, vaâ ftdBiniotmtivc   ;i*p„rirjo;¡ 

Oparat in, profit 

b) »Usd anJ variable coati; .v. ',   0f oporatin,; contu. 

o) ¿laintotsanc« «xpondituro« for oo.oh of t; .  pnst .. yoarc. 

d) Is ooot  sruton in opor;\tion! 

(i) in  invontory control ofi-octiv«;? 

(ii) hov io burden dotorrainod? 
(ili) how in burrión nhor^od? 
(ir) IAJW ara labour and imturial charc«P 
(v) is  atoni-ird ooot aystaii um>d?s  -^ 

- ho« ohockod with operatine fi'ïurss? 
- hew froquuntly cîanged7 

6,05 Osai UatorUl« aad OuppUoo 

•) Yoltms,  «nit prico and tot-U ooot of oach m\,jor raw 
•»tortol «»ad in production in  ach of thu ¿äst .. years, 

b) feoroos of svoplj-i 

(1) eosKMrtio/foreion 
(11) sofTieioat and stsady 

(ill) pro««jtie fro« one or noro supplier* 
(1»¡ ••• foots supplica in futuro 
(T) pooolblo substitutes. 

•) 0» IfJM   •BtsrlAlB 

W —*«•»» «»** Prtoo and total eost of raw nmtsrial porohaosd 
íMM\ "L!"1!^*** fna °?" S^Po^lo« i» aooh of past .. roars, 
(li) sotlmtoi roMrvos (supporting data) 

V mm fjsjnliv aod < oost of 
lotos 

•Ma smjor ltoa 

mm -äfe*.i 
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d) Purciiaoe of raw ;v.t erial aui   /vv.l* 

(i)  who in ia c)v\r e  of procurement 
(ii)  principi  oourc-.r. or ?up;>ly 

(iii)  trend of prltv* over part for ..  yoarr 
(iv)  method.; of purser- -.     '..¡y l*v- t,m   njor pure a.o 

contracta?    (.lur-.Uo.,  -.:v>unt,  price «to.) 
(v)   tenu, of payant  l'or ;*oodn pur^liaflod 

(vi)   ooaoo:ol  variation    1-  coMpany   ^u^-ai:ca 
(vii.^   soa^nal variati <nu  in raw  «ntorial ¡vico 

(viiij  is row i.ctorial  nubjoct to rrrv.lin,.? 
(Uucciriciti^.irs-crjnlit;' cantre!) 

(ix)   lo trr.de i-a raw ,r.t;rial controll   i by Oovornnont 
action -.Mic'i «ifi'octi or cou]i "uTeBt raw atonal  «upplio«) 

I j)  Inventory:   (Seo aleo par-.     .0* b) 
(i)  n'v'ir.ai voluuo, book value an.l riarkct valuo of inventory 

by r.njor ito ^ aa it  Ait« of 1 -.toot balance  nhuwt 
(ii)  v/iore in ucasorval por...  in raw ¡.ntcrial  inventory? 

(iii) whit portion if proount inventories (if any)  iß not 
roadily »loable hooauno of lac1, of dontiud, oboolu«cona«, 
dotorioration etc.? 

6.06 Labor 

a) Itilc/l'anale- 

(i) Nunibort 
akillod 
ooni-oJcillod 
un-okillod 

(ii)  Working hournj 

-> (iii)  Ruabor of ohlfts workod por dayt 

i b) Oonponmtion 
f (i) diroct WB,^08 (anlarioo) and írin<;o benefit« In 
* oo^ftrioon to other coraponioo in induntry! 

(ii)  mothod of payraent (piace rato«, day waco«, hourly •»%••) 

(iii) how fronucntly odjua-tod? 

(iv)  incontivo oohoue? 

c) Conditio»« in plant 

î» 

(i)  labour turno vor (rato) 
(il) aocidont and occupational <ii«oaoo reoord 

(Iii) «trito rooopd 

d) Govornnont ro*ulf.tionn 

6.07 Production Proßranc» 

a) How much on order 

b) Haw ««oli on ntock 
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ó.OG Ptttontr,  liconcoc,  technical aliatane    contrrot- 
hold by oorapany '• 

6,0$ Trainine **ro,^ranni) 

7.01 Silva 

a) Voiuno .ind value (n,t nalea proc^dr of Corpa.ay «<l^) 
¡V najor producto in « ach of tho l.-^t four (profcmblv 
more)   '/earn.     :lr.tr>   i,,•,. *.,.,„,.  _.-   _.x.._ Vi">-i«-rt.oiy more) yearn. .lote  íuportanco oí  rotura« and cane ;llationn. 

t)  Total   auh..-. 0f im.*,* ic  industry ana of i.,P.>rt^ of .or*. 

in each  jf the lam  .. yjarn, 

c) lîxport  aolun (voluno,  domination ar,l  Sro,:,.!rj   in o->c-- 
of the  last  ..  yuaru. * ""   ' 

d) rookloi. of unfiled ordors at  t., _i of ,;a,h of  tilc lMt #> y^ 

c;   Vny narked risonai variation  in compare na:o« and rocoivnbloa? 

f) '¡Itat porconta-o of aaloo aiv r-M.Uoji.wnt parte? 

T)  Wa,,. donatio filine prie,  ,f .aC; :iûior product at ti. 
factory,  and at wloL^l, or retail   in ,^ or tho  last ..yearn. 

h) ^oo^,^,;}10^'1 r^rdÌ^' t0 "* - W»nt (discount* 

i) Awng. oxport price m' ,ach .r.jor product at factor and 
f.o.o. aouu port or c.i.f. foroijr: port in .ach ~f last .. years. 

j) Aaloo brook d'-"¡: by ultiuntu uceru f„r lant .. yoorc. 

7.02 Dintribution« 

a) Cha:inulß 

(i) Own ualooiaon 
(il) Soiling rv.Tont or ïroker 

(iii) Kiddlo »on 
(iv) diroct to conauoor 
(v) what puroonta^ of onlos aro rr.de respectively to oaoh 

of tho abovo oato^orioe? 

l-U"*  ii*0,?lnt «""»C«« in distribution raothodo mado in rocont 
yoors or any chonren contonplatod for the futuro. 
b) Contract Salut 

(i) to whom 
(il) bow lone 

(iii) prioo abovo or bglow nor kot 
(i*) porcontaßo of total out-put 

o) lot« aiqr franchi BOB under which company oporat 00. 

kiaìiÉbdMÉli 
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7.03 Salce Or:p¿ii&ation. 
a) Who  is tho ">alen Xaaa^r,  what  is Mo oxporionco? 

b) '.Junior of sr.lcr.uen and torrit ry covorod by th.n 

c) Advertizing and promotion  ', ; rjcont ani planned) 

d) ^udr;ct of calce dcpartn.nt  (prtnont and pi innod) 

7.0/» If a oubcidiarv or aocociatod Coupany or individual pornon in 
' the solo aeont or intorc»diary for t:.c oalc-> of the oonpnny'a 

producto or for the procurement of jjolr,  raw r.ntoriMo and 
oupplies,  what arc tho  intur-conpany arraneenonta,  in particular! 

a) ik-.t rsiloo pricco are c:.aA~od to the subsidiary and how 
do tlieoc conparu to current rnr'-ut prioeo" 

b) Unat pricon arc paid to it for goodn and i»torlalo procurod? 

c) «hat arc the-  subisidary^ corxiianion»,  foon,  olv.ro 
in profit oto? 

7.05 Competitore 
a) Principal co.apetitoro iu th.; doaoctic norkot, thoir 

ootimt,-d annual  nal on and nhnre of tho narkot. 

4* 

•1 

a» 
n 

vin, pntyrçrff 

8.01 Aceountr: and 3tatwmu.it's 
a) Copión of last four (or r.ioru) published Annual iiopoitn. 

b) Copión of Calanco Shoots and Inconiu and ihupluo StatonooU 
for tho last four (preferably moro) yuaro and a« of a oorc 
rocont datu.    (If oonao littet od, obtain statotonic of eubcidlarl««;. 

e) Auditore report and corticate covering all  "innncial 
¡itatononto furnißhod.    Certificat- should ohnw: 

(i) naturo and ncopo of his audit 
(ii)  Btater.iont no to noundnona and conciatoncy of accounting 

principio appliod. 

8.02 Ai»lyois of Htatononta 
a) Preparo mtamty of cotapnmtivo Balance Ohceto and Inaomc 

ani Durplu« ttAtoraunta for the lft«t ». y«om and aujr «or« 
roorai date. 

%) Aaolyio important change during tho period under r«vi«w 
ia atMta, liabilities, inoooo or axponoo itoua.    •- 
significant ratio» to illustrate tho ponition. 



¡ì 

o) Tíion a liront Coupaiçr/.Tu; nirtianr rol. ti vi cxi^tr    .  • •, 

of onch of ti.,  caWiur*«,-, for   ,, ^ ly^"l"?. obt"ln-J  , 
çwr r.H position.    Tho    v um 7 Sí ,° C0^ D 

intor-rulntio^aip UUtta, t.! ¿-[¿on    ££      "'-•  ^^^ 

8.03 Particularn of Balance -.&,„%>: 

Vr.layio najor cito.Tîpiori of hai inr- ~v . + 

A) liocoivabloc 

(i) aro racuivahl.» -ein,   fiu-nrod by dincouMinr or 
othor rooaiin and at  w'.s.i t-mr* ""^n,, or 

(11) amount of cHi.1B overdue as 0f   ••>•.    oí- i ,„• K,,^^    .     4 - • ' -  >u      -^  Blanco ohoot. 
(iii) aaount „f dobt written uff jn i,,t  .. yonro# 

b) Inventory: 

(1) nothod of valuation (coat cf   r.r.^t,  LT^C, ITTJ). 

(ii) doo*  it includ. any unraloablc or o .noluto rt„flk." 
(aoo pira »,or, c) 

o) i'ixod Asocts 

(i) chanco, ir. fixcd .uaa, in or,0¡     f 

epocifiod is foîiowri " ywl° 

Book valuó  ,f fixed ,.nootn at boflianii« cf v,ar 
(iéüoriDo voir of valuation) ' 

¿La« 
Bdnus 

ainua 

ncquioitiono durine tiio yar, at coat 

roltnaonto or «-loa durin. v j yoor,  nt book vuluo 
nc^.ial ilnjf.ciati^.i 

extraordinary dopveiation or writo-offe (or «lux, 
any nhortfal.    • ,lx: norr.nl depreciation) 

JÜH5 revaluation of fixed aesotn 

Sook valuo of fixed asootr at and of year. 

(Ì4) £SAÍo?.T£^2;    l!; thür° ^ evinió« for 
hí2 îr?î^ °* «*»««**»* f'Trociation?   If BO, haw 
hû^it W onloulatod.    Dottraino aaount inoludod JT 

S W\ÎT^   ^Í"*** lB **t*iotion rorerv« in eoo* oí Xhm Inet ... balano« «hoots. ^^ 

• *^»" "*•} 

--** •-•*'"'•   *•»•—  ..... ^^,_«^-,. «t. ^, 
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d) Investment.) 

(i) Itemized liut of inveotnentr at book valu», giving 
for «ach nan» and nature of cotnpanyf looation, 
percentage of ownerah J and, if nark»tat".«, the 
current narkol. value; 

(ii) OopioG of latent available accounts of any companies 
in  which the present concern liae a «n;or interest. 

• ) Short-t*rm ^Vt 

(i) Itemized list of chort-term loans outotanding at dato 
of latest balance «heet, nhowin; for each the date of 
loan &cro*mn\,  original anount, amount outstanding, 
unutilised balance available, interest rets, maturity 
and eecurity provicior.sj 

(ii) votai and unused balance of line3 of credit, nomai 
renewal procedure*, any special provision» «r uader- 
standince wit!, respect to renewal-:. 

f) Note« payable (avora^ life at end of each of paot year«). 

g) Long-Term "Debt 
Itesdsed list of iaauo outstanding at date of latest balança 
sheet,  Blioiiinc for a&c! j 

(i) date of isouo 
(ii) original amount and currency 

(iii) aaount outstanding 
(ir) interest rata 
(./) s»twity 
Description for oach iseuo outstanding of redenpition., sacwity 
p wisione and any other   onditene and oova ants (sat par. 4.« J. 

h) Deficiencies 
(i) Debt interest and/or prinetpal in arrears (aawwit assi 

period of tin» for each inane) 

(ii) Preferred dividends in arreare (nusfeor of periods sahlni). 

1) Capital 
Position as of date of latest balança ehest on Capital 

(i) for Shareholder* Coafanios 

Stero Capital - authorise* 
- issued 
- subscribed 
- paid-up 



(it) tor ¡"riv»t > ''imp 

Capjtnl ..¿count - '^la,.o #v.   ¡»Jirj .,, of  --ear 

ÀYl-l   loc"  'or- yor.r,  -h t hdrawal  for 
;apitatJ   *-- ^ymen.r  (epecify) 

- NU ..if vrx.r. 

AcouiitG orthUnl/n,'; i;oi !lu6    0 ,,„t.. 1P1. 

k)  Oumlun 

Po.-lUon   'c   <f date fJ.    i^-e   t   rili n   •'•.<-, 
*aci -•t   '^    urplu« Account: 

( i )   Iwit i 

(ii) ltoearfi9¿    - atroci« lio-  oí   ,v. etn I >•<»«'-«ti *»    «-• + N ••••"-• i •-/a¡.oation.   vrrite up) 
- P"G.AIUIA on LorKr ;r <noo;,-ri 
- a taw (specify, 

I)      u'i.»)'Vl>: 

rurper,,  ,i!H, ^.^^ ,„. ^. .,„,,, lf t r^nrvmm and 
aittruricy of r« j^rvo-, 

(i)  Had TV..U 
(ii) aepitctrtion 

(iiij  I.ivintcry  >.»« ,.J3  b) 
(*v)    ar 
(v) ¡?\(lc'«n 

•) C- her 

ÍÍdlUaÍÍ^!-tr¿:i'C0?,í1^ ^^^ w*- ><* other «soeti 

n) C>«tin<;»noid.) 

(i* 1"%*, »ni receivable» «Uncounted 
(lii >3uar»M.t<»„,   -¿HWUCQ^.^3 

(lit) Continent licú.ilitie« in r*<»rd to naLoidiariea 

o) Ma Dab-i 

(i) «vin«« awuiAl **»«* w.ittÄ off 4m.iiG tho ^^ _ ywo 

<i4) ÏÏÎ •"?"** 9f aklino <""»*» '« of date of Utoot balance 

SîV^lwéSr1**11^ *" ,W*lmi mlu* at whlch **•••• «l^«« 

—• '"""IIIA f      iinit'fì'iìM 
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8.04 ParticularB of Income Statements 

Analyze major categories of incorno and expenses, not« variation 
(if any) in account ine methods: 

a) Break down of cert of ..cods sold for tho laat four 
(preferably more) yoaru in the fom used for conta (see pax« 6,04) 

b) Drealv down of "non operatine income" and "expenses'*. 
Identify major items as to thoir naturo and recurrence (sales 
procoeda of bonus voucher:?,  profitr, from write-up or aalea of 
asseta, premium on nharos nold etc.) 

c) üwsnery of Surplus and Heaervea (appropriation \ccount), for 
tho past .. years,  in break down. 

8.05 Tax Position 

Tax legislation applicable to company and rates and methods of 
calculation for: 

a) production or turnover taxon 

b) income tax 

e) proparty tax 

d) other taxes 

8.06 Insurance 

Insurance coverage of fixed tesóte,   inventoriée eto.  (amounts 
in force, types of rieles)« 

3.07 Is there any pendine litigation either uy or ajainst the 
oompany (details). 

155»   Questionna ire, part two: 

The seoond part of the questionnaire deals with the new project,  the 

requireaents for the expandes operations.    The information to bo supplied 

will follow the pattern of the prosent appraisal report (XTZ Woollen Hills Ltd.). 

Harkst studies and prioe policy will be on the basis of the combined oapaeity 

of the old and tho new plant.   The additional production facilities, naasly 

buildings, naohinary and equipment to be spsoifled and oonsolidatod tabla«, 

showing existing and now assets aro to bo preparad.   The finanoial 

oaleulations and tho tables relatine to working capital, coat of good« 

•MNfeotured, cash flow and balance shoot will of course refer only to 

tao increased production oapaoity and tho increased sales volume« 
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r.jn mmici: _rg, :*T*r 

156. íVery project brindo the dovelopment banker ir. r.ontart with balance 

sheets,   especially the  financial analyst,  tho accountant or the  loan 

follow-up officer.    How much nan they dopend or.  balance  ,hocta?    ![0H truo 

and oorroct are they?    U tt noceooary to analyze in 4,Pt, a Glance choot 

after the auditors ¡ave civon their opinio   'it   :,ein,:   a  true an: fair 

ntatement of the financial affairr of the enterprise '? 

157. Balance ahoote,  by  their nature and conntruction are not  oxclurively 

ntateaenta of facte, but preoent an aaaljan of  Tact and opinion,    ¡iany 

flßureo rect upon entination which nay (paito vary hotwoen wido  limito. 

An authority on accounting ntatodt   financial analyrie of a balance uheet „ill 

not civo an aboolute anowor to overy question of doubt,  but it can and will 

point to the direction in which further inquiries nhould bo f.udc. " 

158. It  ic not  poooiblo  to GO  in the present  ",,-uide Unco" into all dctaile 

of »balance «host probing.    Loan officerà, in particular financial analyst«, 

will be Interooted to otudy «Balanco .Jhootn and  the Wini> ^ni.or", written 

by J.H.CleswnB and publlchod by europa Publications ltd., London 7.C.I., 
10 Bedford Square. 

159. However, a few oboorvationo which may prove upcful to loan department 
officer«: 

160. a) It is eor.ential to understand the difference beti.oon a balance sheet 

of a tole proprietor, a partnership, or a corporation, the most common beinp 
a Halted oonpany. 

161. DM balanoe eheet of a sole proprietor will ,7ivo a very incomplete 

pioture «a it shows onljr the assets onployed in the busineea, but not his 

private «net (with whioh he gu&ranteec) and only thoce liabilitieo, which 

arise dir«ctly out of it.    The profit and lone atatoment will bo moro useful, 

*• it will show the soalo of operations and the years roculta. 

162. Ite balano« asset of a partnership (a firm), if properly drawn up, 

will show all the as »et s and liabilities of tho buoinoss. A oredltor of 

tte fir» tes rooouree to «he private «sans of all the partnern. 
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163. The balance nhoet  of a limited company vii 11  ohow  its congélete position» 

All aoaeto and  liabilitior, are eloarly an.i unequivocally stated. 

164, To  aw.i uj-,   the 'calanco tihoet of :*  limitad oompany  i¡; tho r»st exact, 

that of a partnership moot conservative r.nd that  of a  sole propriotorahip 

thj least cotaplcto or reliable 

I61). b)    Current and liquil Asceta aro often not  sufficiently differentiated. 

Current asoetn arc all  tho acc-tc compriüin,; the flouting capital ««ployed, 

liquid asejtn only thoco  current aanetr. uh ich aro caoh and thooo which o*n 

bo instantly turned into ca.ih. 

166, c)    Tho amount of working   capital  in the oxconr, of curront a: sets 

over current liabilities,    However, in tho projoct appraisal report 

"XYZ '.¡oollen Tilla T,td. " the expression "voritin/-: capital r«quiroraenta" la 

used, moaning the minimum os-sontial for maintaining operations which oan 

bo more or lean of the vror'.d.r.j capital rovcalad in the  balano© sheet. 

1Ó7. d)     Of npecial interest in the balance rhoot aro  tho reserves.    There 

aro truo rosorvon, Lacked by accumulatoci profita in tho profit and loso 

acoount.    Otherwise, when thero 3ppearn in the balancu chest a reservo 

or any item with a airailar ^onorai designation,  thon ftwsen capital say 

be suspected and a lacl: of roady each. 

168.    Hidden rosorvesi    On tho left-hand Dido of the balance sheet, hidden 

rosorves ohow often up ac "sundry oraditom and other credit balances)" or 

"Creditors, including provisions for oontinconcioo '. 

I69,    Sooret rosrrvesi    aro oroatod 

- by charging oapital expenditure on fixed aoaote to revenue 

(exaaxilos building a factory extension with own labour) 

- by Baking excoosivo prevision for »oar and tear, reducing valve of 

fixed assots or for bad dobtn 

- by undervaluation of otook or work in procreo o 
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«MM,      It  . . ^  -he "***«tin¿; eapabilitioB of 

 f«f'^lll'""ì LLillLjli        .. 
^/oracu stock  A-a*-- 

•M  If ~J\L  ^^ "" ""^ Jr°"  "0Un4 "»««•i«» fi» th. 

.TIL • rird"iir rw Mch *-*• '- •**. <— 

174. •untata «•• 
- IMUIai ná ruta« irlsM 

M»i«tl •**UUm* 

é. >.->^» ^¡¡...rfaj- : 
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17!j.    Tho euro Tor ovor-tradin,: io of oouroe  in finding oouroeo for additional 

each, or by reducing operationr, roducinw ntocka, -md othor moono. 

170. Sißne of ovor-tradin/ can ho fou;;.1 in  tho balance nhoots,   if 

- thoro ia a pro^rcrnivo fall of tho dobtors/croditorn ratio 

- without a;i incroaco in turnover th>; tctr.l loan amount  tncreasos, 

tho creditor account a incroaao or tho ctockc and work in procione 

increareo 

- new bills or prouiorsory noton arc i.-iiruod 

- bille rocoivabloc lacroao" 

- thoro ia a fall  in tho wor'.in^ capital ratio 

i.o. Working Capital 
Ooot of Production 

or Worttar Capital 
rialoo Value 

- above all thoro in a reduction of tho liquid roeourcoB and 

failure to raieo frooh each by borrc/ing, as one pledßoablo asMt 

after anothor ia boinc nortgasod. 

177. For tho ontrepronour and tho bankor alike, however, bottor them 

oure is prevention. The of foots of over-trading oan bo diaaotrouo an 

load to ooaplot« failure• 

178. i) Financial intorior reporto and balance nhoots are safocuarde for 

tho entrepreneur as woll ae for tho dovolopmont bankor.   The moro frequently 

they are examined and analysed, the sooner troublos can be deteoted and 

a oure devised.   Above all, LIQUIDITY is tho nain requirosent for any 

business, oash must bo availablo or obtainable in the right quantity 

at the right tine. 

«*• •   v ' r^ *$$*& ,'*1V i*-0**ì ¿iiàx**%a-& >.• 'Ì*H fyP 
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"\ '   STONES MP œ^rO^IJ^TMjI 

17?.      'X~~    'oollen ..ill!' Ltd' (proponed) will Vn a private  limited conpany, 

to be  incorporated at ...........   ./it i a.i authorized capital of C.U. 2,000,000 

and a paid-up capital of C.U. 1,000,000 divided into ordinary ohar«o of 

C.U.   100.- each. 

luù.    The paid-up capital will be  aubocribod by the  nix propoood director«. 

Karnes and addreocec of proponed directora alon¿; witli thair contributions 

towards paid-up capital and oxtont  of shareholding aro: 

'lame Adire s o Aiaount Percentaje 
"(VJ. 

1. :íT.   A   2r>0.000 25',' 

2. !Ir.   B   200.000 20;" 

3. Kr.   G   1'jO.OOO 13/' 

4. !Ir.   D   150.000 15:' 

5. ;:r. ••:         150.000 15,' 

6. VT. F       ^ioo._gpo ^ 10 ;! 

ToUl C.U. 1,000,000 100',' 

lui.    In addition,  the directoro will provide a lon£-term loan to the 

of C.U.  312.000.    The loan will oarry an interent of 6 ',> (1 ;' above the 

Bank Rat«)  per annum.   Tha loan will not be repaid to the directors during 

the cubsiotanco of the Development Danlc'o loan to the company. 

"D" KaHACflC'grr 

102.    The oorapany will be controlled and «anaced by its Board of Director«, 

oonsiotinj of all six direotorc.    All the member« of the board haw long 

001—retai «xperience.   Kr. A, beine tho lwßeot «hareholdar, will IMM 

the Hana&ing Direotorohip.    A« a progressiv« and oxp«rieno«d buains«—n, 

ha i« consider«! to be ablo to nanac« Bucoenofully the affaire of thi 



Fhe other directon will   i«„ir -#>+     *, yarn. 
•ctor, wxll   l00k after fir«, »., n*r,atin: and adminintration. 

•W~. CU. 60',.000 „Ul b. „cur* by «ort.u ,/W*.«,iM * „y „ 
ft», .w«. „ tt. flMd aM#t0 of ,he conpan     mt 

•» Mfl.«!,,.      Fürth«.,,,   «h.   I»;,  wi,|      ,   ..„„,„..,   „ ' 
of .11 4k. ^      - '    i-ecured by poreonal   .mranto. 
OT.U th. ilr.etor. rt M ln,.rln ^   mwtec fro[¡ a 

IM.  «Mr Wolä«r.«ion of .n ««.ui,.,« „a ubicai „»,„. 

"*»-««• U «¿""-J"* inctol-ntc, b.íi•^ fron **. 

3. Hat« of Jntereut 
•«4 o*ï» e «TOMI a)   Interact at 0^ ; per annum 

b) ÏÏÎ 0f V ?*r annUm payabls t0 th« Government 

SW^T* thc MChftnße «*•riek ^* 
c) 2»J*»ont, oonmiaaion end other charca »8 p.r 

SîitîSrï" tim° t0 tira° Md —iSfd 
d) Additoaal interest ly way of liquidated da«• at 

th! S£   L * 4fBtÄl"Wlto <* the principal of 
«wÜ^1 }nt*r#»i» o«Wl3Gion and any other oo«t, 
ofcMßM and expeneee net paid when due. ' 



4«  ¿ecurity: a)  Ecfore opening; of  lottar of cre-'.it for t.ie rrupply of 
machinery V  the  ?a:il:,  ?wi a.veement  to mortc^c'V 
hypothecate V.y way of firnt charT on the fixed aaoetn 
of the project  to  be created, estimated at C.U.1,572.000 
n j under« 

laruì CU.      eu,«» 
::uildm;;D C.U.    255.000 
I!aoh4oery U.U.1,251.000 
Furniture + othorc    CU». > t _ 0*000 

Total 0.0.1,572.000 

je created after inntallation of 

h) 

?he valid rrart^a^e to 
rarichinery. 

An interim bank ;,-uaranteo from a scheduled bonk, 
acceptable to the  landing devolopoent bank on the 
prescribed proforma,  for the entire amount of the loan, 
plus interest incl exchange rato risk.    The ban!: 
guarantee vili  l»e released after! 

(i) completion of tho projoct to the satisfaction 
of the 3an:' and creation of fixed aaneto of 
C.U.  1,572.000 and the completed mortgage transaction, 

(ii) the aponooro/diroctorr! ¡lave raioed and paid-in 
in full the  equity capital of C.U.   1,000.000, ao well 
an the additional  Ion r-term )oan of O.U.   312*000, 
carryin- a C '/ interest per annun, 

(iii) the cponoorc/diroctora havu dopooited with the 
Hank 51 :,   of  fully  puid-up iilfci'ön,  out of the total 
inaued capital of C.U. 1,000.000, alone with blank 
fli{>,ned transfer deed by all oharoholdern, ao 
collateral security, which oharec will not be sold/ 
transferred or a nei .Tied to any third party durine 
the duration of the Sank'a loan. 

c) Personal fuaranteo of all the directora of the 
nfiolyt 

1.    !lr. A 
Ilr. ? 2. 

3. 
4. 
5. 
6. 

Ilr. C 
tir. D 
Mr. 13 
Mr. 1' 

5. Capital Structure! 

a) Before aigning the loan agnwwnt, the 
direotore shall 

€ 

z»m~ ^M 



- C<j - 

(i)  form a private  limited company vàt- an 
authorized capital of C.U. 2,000.0*0,  divided 
into one clac, of ordirary .naro, only,  of 
C.U.   100.- oach, and -nibnit  tho certificato 
of incorporation to the Jank. 

(11) il?l n^S CapXtal  °f C-'J-   i.OüO.000,  of 
which CU.   io.í.000 chalí bo    iid-up and an 
auditor«o certificate produced to thin effect 

h) 3«for. opening of lettor of credit,  the  Sponsore/ 
dxractorc shall *  ««wo/ 

(i)  raise the  ;   id-up capital to C.U.   5OO.OOO 
and producè an auditor'8 certificate to 
thio effect, 

(ii)  submit an undertaking from the directora 
of the  company to advance a lone term loan 
of C.U.   312.000 as well ac any other amount 
ariainr; from ovor-n» of expenditure on 
fixed assets of tho company,  in order to 
ccqplete tho project.    The loan from the 

ÍS^ÍST ^ì 
ctmy lntereot at 6 * ï»

T
 «*•# and shall not bo repaid without the prior 

approval of tho ~ank durin; tho oubaiatence 
of the üiníc'r: loan. 

(iii)    oubmit an undertaking to raiso the pnid-up 
capital from CU.  WO. 000 to C.U.  1,000.000 
within 12 raonthn following the openinr    of 
Í¡5 lmttn,ot credit for th« ^pply of machinery 
and to produce an auditor'o codificate to 
thio effect. 

6. Speoial Condition! 

The     «Mr ehall aubait a guarantee in writing to export at 
IT  tut*  1MH1I1     1 t        _—    <       .. 

bTîL2 L0LîïUÎr »Tîftíon or ouch othar P«rcenta£ aa*.» oe flJted by Oovernaent fron tin» to time. ^ 

Batet 19.. 
Chief Hanauer 

r, lean Dapt.t 

rrejeot Offioeri 
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37rafj:LY COY IT?JTI.IL 

Oodit  Information on the Jnonnor- of "W,   'ollon Mill* Ltd" 
a«id their imputation. 

Invc-jt i^-atin^ Off icari _ .Ir.  .,«.y • < 

1<3%    Credit  information cr.  the directora of tao a'jove company  (prcpoead) 

collected fron comnorciai  "sanier: ani otUer trade courcea   tppoarn  to >c oatic- 

faotory from the  financial  arvie. 

1?>6.     The commercial  jank  \.u.'"..  ct\tr>c  i.i ti.oir crcciit   informtion: 

In addition,   tho manager of the bank declared verinily: 

137.    Tho commercial bank Z.ì,ù,  irtatao  in thoir 'it   inftrunt ion:  .  .  .  .   . 

If 
In addition,  tho manages,   ->f tlie ban!: declared verbally 

I«. It' 

it 

lì 
Pi 

108.    Tho follovrin," trading companion woro contacted: .,    ..., 

 • , and their ovmerE confirmed aoro or    lens the opinion« of the 

bank managers. 

I89.    As from tho details above can bo soon, the combined worth of all tho 

sponsoro, in properties, participation in bucinane ani bank aooountß ray be 

estimated at CU.  3,500.000. 

*rX).    Other indopendont enquiries reveal that the oponnoro/dirootore of the 

proposed coapany aro considered succeoaful business mon, who so far have baili 

up profitably any trading business they have undertaken.    They have not bean 

engaged in production, but beine all-round men of lene exporionce,  it oan bo 

safely assumed that the new enterprise will prospor. 

191.    Their reputation, especially l!r. A. and C, has boon characterised as 

"vary sharp'* and "extremely clever", who would not mind taking advantage of 

"1; il loopholes",  it iß recoamended to apply all safeguards to tho condition« 

of the loan acreeaant. 

Date»  19.. 

*t. 

.-1%, ,m  ».¿J 
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C£;?E2E£ _ up OK; TV r ii >. 0 

on the ,'liMUieinl and I« ,~al Coi.litio.. 
•vr  a  lYo.-o.iod  Lou. 

KiwruTiais 

192.    AfUr havin« recaed inatructionn from t,     : ^ 

*• proco« with tho  inwati^tiona,   th, pm.o.t  ^„r^-l   * 

'«• oooAoatot, tho oncinoor, and tho riranci  t analv t    will  <t„ K,      A  ,• 
». 1«. WIMU. of ,te .,„„,„,.„ fop ,,, ,,„ pro iict_     . ___ ^ 

-~S- •. »tari* lnM„„i,i0„clet .-,„, oni„.i(r n  ,:;  t.     ^^ 

WM« will aervo aa tho nurotiatlon h-i-i-  r,>~ *v,    r b      slon D,l-'lu r°r iilc' financial part of tho 
l«w a^Tin—ut. 

1».    Tko projec* appresi toam, with ., without ti«, assignee of other 

7ZT*Wln tfc~iBforra tht 8ponoor3 of th°finttnciai and lo^ ««u««. *• U« «cr-^t, aa well M of t,, coverunt, tQ 1jo ^^ by ^ 

195.   (Wjr ft« an dot,Ull ^ b<Mn fully ^^^ ^ ^ ^^ 

~<*Uà % tho .pomo,, of the project, „ni tí« ta• otart to prepara tho 
»PPimi»l report, «hioà wiU .«„,, th, board of dirgctor„ op ^ Qthop 

mm%UmiMg -tharlty M tho *i„ decent for the approval of the loan. 



ti 
li 

M 
là 
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196. The financial end  lo^nl condì.ione,  quote! in the operi men ajrcoMent, 

aro ".ovore and ri.'id.      'hcv luve ben put  tovthcr for an jxtrcma   case to 

nhow t¡i_ vari 'ty of poaniblo .ulution?. 

197. In comprrirv; f ina-viial and 1 c_.11   rom^'inm1 for  th ! lonn -vjrvumni, 

as inrponod b¡* institut ione   in indactri il irod .ini in dcv;>lopirr  cour.tries,  it 

cai bo found tut industrial development  Kin!.s m deve lopin" oountrioo ispeee 

moro aovorc condition?  than in tV  'EU,   "'uropo or Japan,     ''hin  in   ovan «ore 

r,oticoa>;lo with binks,  which ovor th"-  /¿.in hive cufi'or-l  Itv.^on  on their 

invertmonto or which havo   »-»can ir¡vol*'-.-i  in froqu*   *   liti -tion wit . thoir 

elianto.    Bad oxperiunco  Iiavo rmio  then overc.mtiou- . 

l$ci.    The roar-cm for   ;uch  rifid conditigli ir*, „lar.ifold: 

109»    ^he capnbility    f ma.nr..,oimjnt  to opont > t!i    ontorpriau profitably too 

r*ot yot b3on proven,   therefore mfo -ur-rdn irj 11.jcc03.ar;*. 

2CX),    l.o'jal proooduroo at   court  tri" out  nonotiixn for / 'arc, thus  djprivin,"* 

tho bank of noodod funds.     "oanwhilu  it   ic roori; t:an probabl» that   thu 

financial position of tue   company ir, woraonia,.:.    If on«: aeoij-uxl security 

failn,  another uii, ht achieve the purport of rocovorirv the amounts  duo. 

201.      Ot-iox borrowors r   atond tliat tin:  financing insti'«ri ion** only funotiea 

is to próvido thn ter»? for the project and that thereafter the bank Mill bo 

repaid whenovar the borrower thinly it  convoniont.    Thor* are also tryiac *• 

exploit "loop-'-olos" in tho acreoaent for thoir o-m jain and adopt a negativ* 

attitude of thoir compiere jal and financial obliatone to the bank« 

202.    Tho obeorvationc ia the following paragraphe nay nervo «« on esploseti*» 

for tho aovere conditions,   BOIM industrial development beala novo to 

on thoir clients! 

203.    Foe to the govern—int for exohango risk (para 3, o) 

The fee of £ / p.a.   is enforcod by the frn nrnsj—it  to oover tJee 

rate risk beyond the loon period.    Oovornaont provide« tho fwelj» 

exchange for a development baak loaa froa a lis« of eroáit, 

PS_ís ',«•   » *f **í~ 



tv a forcir Tovarwaont or  :n  i-.t _.r: 

th« repayât of th.- f ore ¿ ,-n .-r.ii* 

thftt of tue bonw.r'0 iouu,  •,,,     „, 

osehAiv.c rat« rink. 

204.    iêditioml  mtaront    j»^ J(   1; 

•o . ••  fit- 

•rtim^r.'. ( 

««•    i.-ti tut ¿or..     Should 
f        ' it,.r  • L-it.r th,-.n 

'     :   i:.volv..i in an 

Tho mtc of i„tor>.-nt v.luir :.] 

lwtr th-_  .. .       , *"      "'in' '•'  u'  lU  •1-^:-pinl  cour.triuo 
i»ww than tho rpinr inter, it  r *     on VK    v-rkrt 

to r^»y othor loan.,   to orator,  or o:,   r,rl    .nk„ 
4«.i„-  *w '.-«..nui     >.nkn,  ar -  t-mpt-d  to 
«elAjr the payment of inat   !•   ---  t-.   t- •      i 
tho   lu. fct         ,                         v;jop„cr.t   ,ank ov.,r ar.ci ^bov, tho -I« -teto «i un,  thu>   tho  „_,          p .rj 

trrMiÄotion«,.     -., howcvor t,1& ,      , t  .     . '"-'r  fl^cial 

tfoljr Ufi«, and outflow of c^,   it'I/t ¿V.',"  ^rT tk\ 

~>h »pacticn bT ^r..in. „  „MíUO^ r ,t , ,,, .^^   f 

•»noy« not paid Wh..n d<*. 

U °**° tKC ^ in *"*—* ^ -t ,,.„ cWld   ,- , fvi1t ,f the 

*«••»«••, tho bank usually ..«iwr t:i,: ,,Ultlo;, ,  lnt0Ivr,t> 

205.    IaUrim Unk .. w*tUo ( pom %  (ü)) 

f*»«J*-l-É and «wi.od tx,nic,   n- ,* th* tino no other tan^blo 

ZT1 !Tln forr% ^4 torin ^ uamni -*»h ^—« •«•* th. -nditio- a),  b),  a«d o)  ar.   Mmiod| 

«». 9*«i« «f 5i ; 0f p.id^> ^mran ^.ira 4( (ii)t o) 

Ifctojttitto» i. »«art ao a .«f.-«^ ^,ot doC3pUon#    ^^ oaa#o 

rJTTJíiir!!4! nwn',or*fornwd a iimited "^^and ^iiod 
""    ^ "* "M*1 i^9«"*" *«* fw ronaon« of proviou« shady dml. 

^^*4l^t«P«.   1 AM oo^imir it now fcf^d with <>a\nm-man" aa 

Z**1***' ""^ r^rtÄWa» i» «owptnblo to tho bank aad the loo» io 
9MM W tto aw a^^^LM»      i«  

**• ••^•ar •*• MM to the.  -rovr which in tho fi„t inetano« 

*• •!» iMk.    Th* baak tea no l3£nl rocTM« Ooainrt 
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the company, which ao a lc.-il  and irnpornonal  ontity nan chan.:e hand« 

through tho aale of its »ba-or. 

207.    Porconal  ^.arantoo of the director    (pir?. ¿,  (iii)) 

The condition,  tlv.t directora  hnvu to ni.-jn a porconal guarantee  for 

the  loon amount  ir clonely connect  J with wiiat han boon atntod under 

'break-up' vnlu,  of an or.tcrprine (su.i 'TIio    anlaset, ;«.cot").    A fore od 

salo of the fixud aarctB nay o.   r.r.y not cov^r tho out-itandin;; dobt of 

the company to tho development bonk,  ani the pornon-.l ^.rantee of tho 

diroctore would a,n:iuro the recovery of any different,  ntill duo. 

20C.    Pay-up of eharo capital (pnra 1,   (i) and (ii)) 

Tho dovolopaxint bank i.iurt oncur« thai tho n'iarj-cnpital in paid-up 

at tinten,  whon noolod,  to c-nablo the oonpany to pay for conntruotion 

of bulldog and iastallation of nr.ol.injry.    Othorwiac,  nponeors 

ahort  of fundn approach the bank for unnchadulod odvancoo and upset 

a pro-arrarr-od : ud etary plan -.rich !..>..; to ' ¡  avoided. 

209.    Assignment of lifo-insuranco of ti.^ dircctoroi 

In cortnin caoon, wharo th- cocurity providod by th.j epoiworc is 

•li^îitly bolou tho roquirod lovol (but tho projoct Inn its oorltffj) 

and no additional ooourity can 00 arran.^od, tho lifa inrurancos of 

tho dlroctora arc awianed to th.   dovolopswnt bank. 

^.4* 
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SSÄESJk 
mm AML coa?Tíg:-ntn 

210. Thi, financial ani iaml condition« of  th.  ^-ro^nt r..„,.,,       .       „ 
ih« obligatory -l < foo for • „.        K 

iaik   alro^y 
J*-««7 .: ,   roc ror thu oxcha,-, o rato ri;-!- i P-w • •»,    i „_,,,,.  .     ..      „ ri,L  '^C/On.. the  loan period. 

pajraolo to the Govomnont. ^        ' 

211. Thore aro how. vor other f,:,r, ara commi-rion-    ...     K 

-*h «ho W, at «,,o tu. „ :il.„oU,tl„ [h ""•-       °y h• "> bc "°»°"»«< 

212.    Teohnioal oxaminntion fco: 

Thl. f.c 1. „^.^ at tho ral„ of ... , 

uivosii/jation and oxeminntion r»r +•••   , v~      * *    , ^"•luon ot  *"-'  pro ;eet  to 'o financed. 

21J.    DocwMntn.tion tati 

m. f.. i, our^ a, ,„„ P,ltc M ...   (urmllv. io, 
«. M « i«. ««,tì,. covor th„ U7Ü tipenr = oi. 
f«r ««. pnmti«, of ,„„ ,„.,„ iJ;TMQ011t MiI rcl;,t a ^   ^^ 

(Tb. *»*<, „, of th0 „,,„ aTeoMt ond othor iu^ ^^ ^ 

»• MM „lfMrty ln O11 !towlopin¡. oouatrl0C| tho 1TOS and 

.._         TW*W*""U«* uani.e.    Privtitly ownod and "mixed" 
ltfM«t fin««, ia^itution«, aa »u an mmly ootablishod and 

•-ÜU» imnto, «*«* »„.ally . la« flrn with th0 ^^ 

ü'wJ*0*1 dWMnt*-    a° «P««w/- Pny tho la,-,»! «pen-« to 
»• kaflk, which in twn p^iabwM. th« law fim.) 
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214»    Commitraunt charmi 

A oommitmont char,^ at tho rato of ... ;' (usually *• to 1 porcent) 

por year is payablo to tho bank c    the amount of Ian sanctioned, but 

not utilised by the aponeor/a.    ',/hon a loan is canotioned, the bank 

has to sot apart nocosoaiy funda for dicburoomont.    £»uoh idle fund« 

do not oarn any intoront.    In ordor to componoato tho bonk for muli 

loco of intorost and to oncouri^o the oponoor/n to utiliao thoir loan« 

quickly, tho commitraont charra  is impoood. 

215«    Lottor of orodit charge t 

Lot tor of orodit char.'.-un aro paid to tho bank at tho roto of ... # 

(usually one porcont) of tho loan amount for foreign curroney loans* 

These charcoo aro then ac'Juotod against lottor of credit oomioaion. 

which ia conorally payablo at  tho roto of ... f.  (usually fro« 1/8 to 

l/4 percent) por quarter, with of foot frora tho date tho lottor of 

orodit if established and until the lottor of orodit expiree« 

,t>É>:„,   •   '<a>fr"   F&fr-      ^fc 
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216.    Statistico aro a* „..«xtial tool for tho ;,pni.v  t£/UB 

for th. oconomiat.    Domoatic ot-ti-f ' Cnp°CiaU* ——....;,:;:-::: : ;n: r;:.- r— 
217.    Tho M  co«pioto roa^ of vergilo x„;      rM-wüe rt-i  • • 
»ho «.„ of inuuntri,!  düVclop_t  _ _ ^    ^      '^^ *r 
th« P     Ile""''  íilor'^iy -inJ ycirly by 

Unitod ¡Tationo Or^niírition in '.v, vorl. „Ml]  +, 
OrjanUatio t for   Icono He r-     Cr '.       t,,c 

(OX-D)  in rwio.      °n0,1ÍC   "   ^«'•tior ind Dov  iopoont 

210.    Approlmi tóame of iruiuotrial -iuv.lopu ,nt \**- will b< ••    , 

Ifciitod íhtion« Honthlv nuli  tir, nr   -• -n  *• 
*iw r;atio„0 ,;o*odít7 T^'I^u^^S^^ "^/nnT/sor.Q 

219. Por cf.'Tin- tho addi-oso ias 

»Utod l'ation,, 3al.n ;cctioa| „„, york ^^ „ y>   ^^ 

220. To Mlect  tho required ^.n«tie~  fron OTO   -, -r •  i 
(i*** a calato li.t of an     "f ! *" °f Publicatio-" 
iiWíd ^ "* . f *n "0nt'lljr nnl "C~^ I»tlioationn)  han boon 
lamea and aojr bo rofnteotgd front 

•» «1«.!«. Omo,,  , « ^ ,«,   75(  papio I6oi  ^ 

ZZXZZ H V 1**triM" (c~»io,ud «"«—> - «» 
. ..TTT^.^**1 "4 ,UBW,lal "*** °f •oro~i hu"dr,ri' •»'«• 
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222.    Here aro SOM,   of tho rocoumendod public.-.t ior.: 

Medium find lar^c-oc 1.-  projects: 

UNIDO, Profiles of  ••cinufacturm..   .-utablirrijnonts 

Vol.1, .iilco No.  67.   11.  .j.   17 
Vol.II,S-\lo3 No.  58.   II.   3.   n 

irrTDO, 'irtrnc-tn of feasibility -tudico 

(to be publiahod chortly) 

The adirés.-::    Iuduntrial  Documentation Unit 
Uiiitci'' Motions Inauatrial   'Jcvolopraor.t Orrnniaation 
r.o.Dox 707 
A-1011 Vienna,   '.un tria 

Smnll-ecalo (light)  induotrir-.l prc,juctn: 

U.U. Iconcy for International "»cvol anient has publishod "Pact Shceto" 

for ovor 30O onall-scalo profeto, doncribin^ tao unchinury, procons, 

inventmont and finance (on J ¡v. es). 

?or the "Index to tho catalogue of  Invootmont Information and 

Opportunities ' urite to: 

•Vroncy for International Jovolopment,  TFT'' 
'•'aahinffton,   D.C  203?3 
U. o„ A. 

TgciüHcr; OF BiroiuivriOHON jmarvrgs 

223. Schomo for oxchanc - of information on industrial projocto in 

dovolopinc countrioo aiaon.', iiovolopoont   "'inancii^ Institutions: 

224. UNIDO hao established a laochanicw to promote, on a pormnont basis, 

tho oxchance of information on industrial projocto amone industrial dovoloposnt 

finnncinc inntitutionD, thua assisting banks in dcvolopinc »cuntries to obtain 

technical or financial information for tho appraisal of now projects. 

225. If,  for inotanoo, an i lustrini dovolopiiant bonk requires a pertinent 

infornation on a partioulor industry for tho foaoibility study or appraisal, 

tho tjrps of industry, tho yearly capacity, and tho anticij»tsd cost of 

invootBsnt is oossmmicatod to WIDO.   UWIDO will thon indioato the BOMB and 

addresses of those institutions union havo financed a projoot of sisllar sis«. 

^*"4i,J¿f4- •  r>H •**>"/"< À 
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226.    la order to «fo^rd th. confidentiality of inalvei projet 

infoimtlon,  tho oxeku^ of inforna on Hill   •,, <>., -,  .trW]-     J-t r 

^lo, that i,,  dotaUod infor^Uon „,  t* Mo- invol,^ p^f 

ccifltructlon anu operation, ani the 1, ,  ,,- ^r, ,l t,orc; ,on> wiU ^ 

P»Md on diroctly fron, ono dCvolop,.w.t  r,,„ in , inUxtution to aaotUr 

without coin, throw* any Intormadivy.     In tu-  -,,y,  th,  an,nrlrr 

institution having tho informtior  will -iu    t~ ~    *V , '" *Ä v "niion «ri l , ^v,   to -nothor only uh^t  it  connidoro 
to bo appropriato and on the.  t>   ,i.   ol .triL.,,.r«    .        , on.aacro 

oi   . .tric.l/ priviti vvjlationnhip. 

227.    Tho addrooo to writo to: 

Industrial  "innncirv; and   Invontm. nt 
Prot» ti or. jv-otio;;,  r'T' 

i^Box^^   InaUatri<'11 ^vulopBont 'ionization 
A-1011 Vio:ma,  Aun tria 
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