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THE PREPARATION OF NANUFACTURING DATA

FOR SUBMISSION TO COMMERCIAL BANKS

I INTRODUCTION

severs] widely varied types of finsncial institutions have rn-ted tret
there sre rore funds available to finance projects than there are soundly
conceived ard prepared projects to utilise these funds. Especially in
underdeveloped countries, emphasis may be placed upon family, social or
political connectioms and reputation rether then on @ troroughly studied
presentation wvhich might stand {ts own technicel and finencial merit.
vore discipline and rigor is needed ‘n producing engineering snd rarketing
reasihility studies.

The information submitted to a benk for its evaluation of @ lending
proposal veries widely deperding on (1) the bank's prior knoviedge of the
corpany and its management, (2) the benk's farmiliarity with general conditions
{n the economy of the country tn vhich the compeny is located, and the
particular industry the compeny is » pert of, (3) the type, smount, and
len~th of returity of the loan, and (L) the purpose of the loan. The in-
foration submitted is tajlored to {:he particular situation in each case,
A peneral conversation with the bank may be in order to discover whether

the vark is interested: then, the detailed informetion may be subritted
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The kinds of information discusged belewl are not
every kind of lemiing proposal.

all relevant to

In general, however, banks suffer fram
having too 1{ttle rather than too much informtion,

1\‘- are especially indebted to the following two sources for a convenient
outline of the various ki,ds of informati

on discussed: K. k. White,

Finenct SF& Bxpansion, N.Y.: American Managerent Association,

W._,"I% ppend » PPe 121<125); and Businese International,
ing Foreign Operations, N.Y.: Author, 1964, p. 18.




IT GENERAL AID 3ACKGROUWD INFORMATION

A. HEistory of the Compeny: mis includes the legal nace of the

company: whether {t is a proprietorship, partrership, or a corperation:
when aad under the laws of what state it was orgariczed: the nares of the
founders, directors, managers, and, i# it is closely held, principnl stock-
wolders: the amount of the oariginal paid in capital- and the location of
principal offfces and plants. A copy of the corvorate resolution or charter
should be attached.

2. Financial Statements: Stetements of Assets anc Lisbilities

(typically for the past three years) end Income or Operating Statements
(typically for the past ten years) are {ncluded. It cannot be overeuphasized
that banks plece a very high value on having staterents audited by an
i{~dependent, reputable firm of public accountants. The varying accounting
practices, standards, and terminologies in different countries have created
one of the great unresolved problems of financial dealings across national
boundaries. It is of'ten difficult or impossible for a banker to interpret
financial statemente submitted by foreign companies, ard any explanatory
-aterial in footnotes as to the methols used is of great assistance. Investors
and lenders temd to discount the feasibility of & project to the ex :ent that
they can not rely on or understand the financial figures submitted to them.

A third and newer kind of financial statement has become very important
to banks, especially in connection with term lending. This is the Jources and
Applications of Funds or Working Capital Statement. Sometimes a Cash Flow
Statement is more useful. These statements reccrd changes in the net vorking
capital position of the company, and indicate how sufficient cash will be

senerated to repay loans.
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A1 financial state.ent: uolioull include "o_inctes o

itewis or urusual ..ethads of veiuation. Footnot2, 5 o,

or contingent llisbiiities. Statezenss shoull Terade 1o on oo -0 ok .,
veer to yeer, and any chrenges in ethod Shoild be Iuiy ruses oL oL L st .

-~

Acconpanyirg the "inancial steteme;ts by e A Jdetailod reviow cf ot q,
and financial ratlos over & nu.ber of yee:s,
A less common but useful statemeut is soreires vrokern (.t Lo etrtely: U

we oo

Reconciliation of Capital Accounts. This recori. tie Structure of an, o

QL AN
in the net worth or capital and surplus of the cowpa~y ar & comaon ~od predorees
stock, sutordiiated debt including loans fran stocitholders ur officers, ori, ilna.,
additional, and retained capital.

Infornetion atout the normal anl ceasonal working capital r=quire cuts or
the ca.pany may be included. This is tied in with the compeny's trnle ani
credit practices, terms on which goods are sold, credit obtaincd f-om sucpilers,
and consignments. In connection with this, the budgeting practices of tre
company may be explained,

Finally, bank references and average balances maintaired way tc incluied.

Ce Products: The bank often wants tc have & 1ist and description o’
rroducts manufactured, bought, or sold, including new products under deveic;rent.
The patents under which these products are nanufactured should be listed., sicc
important is the campetitive position of the product as to workmenshiyp, sesvicln,.
requirements, quality, price, and availability.

D. Sales and Marketing: The company may submit s breakiown ci -sle. » sbo ’

the size and quality of the sales force, the breadth of saies territorie., Lranch
offices, and contractual arrangements with distributors and rotalicrs. i
carpary selis to only a few large customers, their nares ray he i-o0:ioc.

The following information is often given in zhart forr. expreczser 1o sree taes




of total sales: {ndividual praducts and Froups of products  seles to

particular arkets or countries: ~-ilitary end civilian sales: Creak-even
point: bacilos ~rders by product.

Sore Aiscussion ©f the ~oe*, brealth, and depth of advertising —ay be
ineluded. Ir this ~onnecticn, the hank &Yy re interest sto know wrether
customers h2ve & fevorable opinion of the product.

E. Corpetition: The canpany "8y e bwit an analysis of jte share of

the market as compared to ma'or corpetitors, domestic or foreisnm. The

stability of competition and possible saturation of markets should be discussed.
The nature of the conpetition, whether by price or quality and praduct different-
tation is relevant.

¥. Purchasing: A presentation of the sources, types, qualities, prices,

discounts, ‘reight costs, and stability of supplies of rav mterials may be
rade available to the bank. This becomes especially {mportant if & coopany
has contracted to purchase given amounte of rav materials over a period of tire
from another compeny.

o. “anufacturing and Operating Processes: For certain kinds of lending 2

corpany ™y make available to the park e professional engineering enalysis of
operations, efficiency, and costs of the various components of the manufacturing
process.

1, Research and Engineering: In industries that are growth-oriented. the

faciiities, directions, and expenditures for research are significant. The
status of patents jeveloped by the technical staff, and the cuslifications of
research and enzineering personel may be important.

1. Management: Ranks are always especially concerned with the experience

anl arilisy of manarerent, altrhoush thie is difficult to define. Intesrity and

sroven anility ~anifested in ;ast operations arc the most irportant er terisa.
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J. Iacor ond star 7 The skills re-~aird ;¢ ovia o e

to the sourc. oF suyply of those skillc. 17 e corpars iy ¢

-~

Wworkers, v is traininec local workove o 83300 cre o] vion \

g, frportance.

IP the lenowe foscn {e orgcanized, e coopany a. S it
between labor and .eracerent, includin,. the ctatus of wa - - Lracir g0
necotiations. This wny algo inclule a discussion of socinl rad’v - ' & o

countries, and hi 3 turinover or ahsenteeis: in ot'ers.

b K. land, Plant, and Equipnent: The ¢ mparny 'ny suL-dt tu San berk & oo vl

des~ription anl evaluation of its existing land, plant, Aand n~iip ent, T

of %ke plant to transport facilities is irportant. A breakdown of depreein |
policies, replace-ent schedules, and the rodernity or potentiasl obsolescence ~7
ecuiprent is4 often vital.

L. Special Information for Foreiga banks:

1. Sovernment Relations: The corpany ray subrit a report on the

locel political situation, the government's general attitude towar? [loreic

| sources of capital, arnd its attitude toward the company 1tself. I'eny ~wern-
~nts have se: up priority schedules for developing various industries.
jovernment »eculations, restrictions, incentives, end assistarce r.latins t=
the company should be described. (f especial importance are the lavs reard.n-

impart and export controls, duties, tariffs, restrictions on tre reratriatic.

%
l of interest and principel to & btank lender in hard currency, ard the nffent] e
tax rates.
2. Relationship to the Local -conoy: The bank ray wenl T 0w
whether the compeny is & net earner or spender of forefmr sxchan o, ard v ot
the trends nud problems are in the ecoray with regard to “rrei;c gty o

Tre corpen_ sy sub-it a report on the extent to whict 1t ures Leeai op

#foould include ifnsurance coverage and zencral raintainence costs. The sccesiliilic,




‘abor, professional services, and, generally, l.ow wcll the covorr o eoyv
and dovetails with the local econamy.

3. Foreign Rackers: f particular irperiarce ¢ a4 lr 1- ot
relationshir batween a foreisn corpery ard ite third-country omcters r '
custo.ers. If the co.peuy s receiving technical, ranagerial, iirarcinl,

or .mricting assistance from anocher company, this should e discussc?! in

full. 50 also should relatimships with third-country banks,




I1 TUORATION Lo CYECIFIC IENDING R OT DAL
AL

Lo A

D% Doarrowtas is o A routine or semsonal TATUYG, v e Lnioran

otler tinn the abowve nliys tva staterent A0 b fureose of the jaan s CANTES Bk s
I, however, tre Sonpety 18 ~onteriating g ROr CXmanston recriring a ter

lom:., snforsation o +re srecific provose] is made rvailat e 1 4, trrk,

he biective:; Mg oy Uinercing plans for the ACqUIsition 9 fired mggets

fall 1n0n one of three categories: expansion cf present f‘ac:‘lx‘ties, rodernization
of existins facilitics: or the setting up of a new compeny, division, oraduect
or plant. The conpany Jdescribes the specific assets they intend t-m acijuire, and
what products will he manufactured. SHoth tle ultimete cepacit,; »f the plant and
the prolected production schedules should be included.

3. finmancing Plan: This includes the Jollowing:

1. A description of the assete to he aequired and/or a description or
Arawing of the layout of the prcposed plant a list and description of each pleca
of equipment to be acquired with the price and compar,; from which {t will be
purchased: and the Renerel factors taken into consideration in plant design,

2. T™e names and experience of compunies wro will design, eonstruct, or
instal]l the new pssets.

7. The construction timetable, ircluding provision for delays.

L, Merketing surveys done by the company or by an independent research firm:
this survey should indicate how rueh of the market the firr is attempting te
capture. TIf there are any merketing agreement contracts by which a Luyer contracts
to take 8 certain volume of outpat over tine, these are included,

5. Sales projections: these should be substantiated. Prieing policy and
Tactors with & break out of RT78E price, freight cherges, discourts and sales ter:s,
and net rrice should he charted. Facilities and ensts for transport, warerousing ,
and distridution should be included. The compary may descrihbe i invertory

policies. Al]l sales Information shoul? he broken dowr. intn particular -ar:ets
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(incluiin- [oreian -arkets, 1if any ) end praducts.

. vinmascial vprofections: e comPAny MAY suttiit balance sreets incore
statements, anl sources and applications of funds staterer®s AS rrofectet for
the len~th »f e 1nen, or for 8 .~ {rizus o1 three years. ~pze shoold be
subsmntinte’i Ty supporting schedules whern possi‘;rle. Allowances should .e
~pde for chanzez in seneral econonic, competitive, and lauvor-wage corditions.
vany new crpanies tend to underestira te their working capital requirements

during the first few eritical yeers when unforeseen dirficulties are apt to

ercp up.

7. Suarantees: If the guarantees of other companies, banks, Or governmental

agencies are proposed ; tentative copies should be enclosed.
¢, 3upporting documents: If the corpany has contracted with another for
technical or managerial assistance, thegse contracts are included. If they

have special arrengements with the local government, these are included.









