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UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION 
WORKSHOP ON FINANCIAL PLANNING OF INDUSTRIAL PROJECTS 

Case Study;    Southeastern Plant 

Background 

The Packaging Department produces industrial plastic packaging products. 
Product lines include plastic films and bags for use in dry cleaning, 
construction, food and agricultural enterprises as well as home consumption. 

The Packaging Department has been growing rapidly.    In I965 sales were 16% 
higher than in I96U.    AU available estimates of the market indicate the 
opportunity for further rapid and profitable growth.   However, manufacturing 
capacity is limited.    All major facilities operated at full capacity in the 
latter part of 1965.    Some additional capacity can be provided at the exist- 
ing three plant sites but the additional demand foreseen in the future made 
it advisable to study the addition of a new plant.   This study was made 
jointly by various operating and staff groups within the Packaging Department 
and an independent consultant.    It concluded that a new plant should be con- 
stucted to serve the Southeast.    This plant could economically service approx- 
imately 20% of the present market in the United States.    The financial évalua- 
tion indicated a lk% Discounted Cash Flow return on the investment. 

The main alternatives considered were expansion of the existing Northeast 
plant and construction of new Southeast plant. 

At the end of 1965, the Northeast Plant capacity was 26.6 million pounds, 
which is 3.3 million pounds less than the Eastern Region's planned I966 sales 
of 29.9 million pounds.    It is 7.8 million pounds less than projected IQ67 
sales of 3k.k million pounds. 

The major factors influencing the decision in favor of a new Southeast Plant 
were the availability of ample land, a more favorable labor market as well as 
lower freight costs. 

Baaed on I965 sales distribution, approximately 35* of Eastern Region sales 
wert in a territory consisting of nine states: Alabama, Florida, Georgi a, 
Kentucky, North Carolina, South Carolina, Tennessee, Virginia, and West 
Virginia.    In 1966, sales for this territory are expected to be approximately 
10 million pounds.    Increased sales growth and market penetration irto this 
area should be strengthened by improving slipping time (l - 5 days saved over 
slipping from N.E. Plant) and the intangible benefit of being a compenv with 
a producing facility in this area rather than just warehousing facilities. 
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Project évaluat i on 

The 
mar. 'ÄS ÍL:rCted t0 bet:tn Pr0dUCtiOT ta the ^ ot 1966 »ith roar 

Assuming a fourth quarter start-up the Southeast Pi.„t <. 
production for saies of 1.3 million £vW £ MfiÄ í,^?^ *° provide 

K67.    This wlii provide the m1orlf7of t.h. .ZZ,and,5-5 "ànion Po^s In guitón „»,, in
p
lq« 8nd ?.rsLiolv " $fto^Vr^ (3-3 

t«*lon projected sales for 106C and I967! the E,,t*«' 

Production Une -inTSJSf J 5gï ¡SÄff^ÄSi. 

Some of the basic assumptions governine investment    ...... «   * are spelled out in Exhibit A.        ernxng "»vestment, sales costs and expenses 

»"sis, i.e. the sales auíibuS^íhÍ° 
n?te *"•* «1« »« on an tacre«r.-»l 

V.- expanding th, tortr-eaSpSnt TÄ "1•°* *° * •«*1'»"« 
can be ignored in the ecoraSS Li•?!•"^* ""' deP•-=i»«°n calculations 
years digits (SÏB) ïep?ecï•îon ' Sl"" *"" a" tosed on sum °f th< 

Sä ^^^^eirn^^rx^n^-rr- "- ~r,rrSiSi: ä*
1

 ¿br V? SLí -¿ ^"ft
!- 

therefor, .cetani: »ILan^aTAs?" ~* the «*- «»* and is, 

t«eV 'ÏZI IT¿ZTlfclTtïZ'*• ~h »—-"« * -* *— a'ter 
value in line ¿5 1<W "<* y"r> whlch ls convert« to present 

Exhibit E presents a su-nmry of the results of the economic evaluation. 
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PROJECT EVALUATION:   ASSUMPTIONS 

DATÉ:  instruct Southeast.«^ riar,t 
CASK:" —        "° 

Decision 

II. 

3"    W9e2fl^eS "^ » "«tio^ production lln, ^ 

C    Wor*^ Capita! Bequlrenents w estimited at ^ of ^ 

Sales 

A. Prices exclude freight. 

B. By  1968, sales equal the emmM«-, ~# - 
TO. we capacity of four production lines. 

C Starting in 1969, sales inerme 5* per ye*r. 

III. Costs and Expenses 

Packaging co.t« liicrovmntT^ (»..ration «a 

labor coat p., „,„,„ w £ SÄSl «i!" n° """* on « 

C   Salarle« and muni of ImH.^» i.«_ 
•lieht], fromySr S ÎSÎ*^        r *** """"^ *• l»mui 

».    Depreciation 1. cornputed on a 8.T.D. bui,. 

F.    Variable overhead 1. ,rtln.te(I .t a<y ^ ^ 

«.rt-BJ, acpen.« are ^lmM to be $15,000 per to 

v.   o:,cr,tin- Btpense. ,„ MtlMted te ^ ^ of net  ^ 
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DETAIL OF KrVPTMATT^ 
Lrrd 

DOm-iT P 

,',r?Tr 

S.    Title Ine-, 

•'-1,000/acre 

ra::ce and Deed 

C    offrii es 

70 

Finish ^rade g acreg 

Roed and parking 
Railroad sldinp 

700»  ? $3.'00 
^ewrr 
Fire Protection serv. 

and Hydrants 
Landscaping 
natural (ins Service 

Buildinp 

A. -v» re nous e 
??.*: ft2 at $g# 

B. Production, Reprocessing 
¿int., Washrooms, Cafe. 
33.6M ft2 at $7tl$ 

C. Plant Offices 
5.361: ft2 ftt $15#00 

Equipment 

A.    Wise. Racks 
25M ft2 at $1.20 

3.    Utilities 
1.    Air 

150 HP Compressor 
distribution 

?.    Porrer 
200 rtt/UAo V- 

3-phase 
Distribution 

26,000 
7,600 

5,600 
2,000 

5,500 
2,500 

600 

16,000 
fr.OOO 

20,000 
U.OOQ 

$25,000 

2,000 

1 
£ter-1ecirc. System with Tower 

>"r iteration 
lDf- "-ons at á3oñ 

**9.800 

225,000 

2**O,000 

80.000 

20,000 

2k,000 

22,000 

^50 

$76,Boo 

5^5,000 

30,000 

Q7,r30 
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EXHIBIT B (cont.) 

3 ¿quipirent (continued) 
C. Office equipment 

1. 15 desks at 3200 
2. 5 tables at 0130 
3. 30 chairs at $50 
U. 5 Add. Mach, at $11*0 
5. 3 Calculators at $$00 
6. U Typewriters at $200 
7. I-a.sc. 

D. J hop Jkjuipment 

Drill press, grinder, band 
saw, hack saw, welding equip., 
benches, etc. 

¿. Lift Trucks 
1. Gas-Counter Bal. 

One (1) at $8,000 

2. £lect-Hi Lift 
Two (2) at $8,000 

3. Hand Jack Truck 
Two (2) at $U00 

F. Dock Boards 
Four (U) at $1,150 

Q. Pallets 
2i; at ¿3.50 

H. w.C Equipment 

Production and Inspection 
Testing Equipment 

I. Resin Handling 
1. Silo System 

Four (k)  silos w/dist. 
J $21.25M 

2. Resin Tanks 
Twenty (20) 3 $200 

3. Reclaim Tanks 
Twenty (20) i $130 

3,000 
500 

i,5oo 
700 

i,5oo 
800 

i1ooo 

3,000 

16,000 

800 

85,000 

U,ooo 

2,600 

$13,000 

25,000 

2U,800 

U,600 

7,000 

9,000 
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'i    Equipment (mntinued) 

1.    Resin Handling 

*».    Reprocessing System 
Extruder,  pelietizer, 
Granulator and etc. 

J.    Print Services 

**    HI Speed Garment Roll Line 
*•Extruder, drive, resin feed 

B. Dies, Carts, adapter, internal cooler 

C. Air rings, refrigerated air system 

D. Nip frame 

E. l/C press, dryer, treater, 
drives 

F. Post print gusseter 

0. Winder 

H. Misc. Steel work and utilities 

1. Contingency 

EXHIBIT B   faflnt.t 

80,000 

32,500 

^,500 

15,000 

5,500 

12,100 

5,500 

13,000 

6,200 

6,500 

5    Y* u3}1 Ym W TWD Slda *"* ** Machine« 
A.    Extruder, drive, resin feed ^ • 

B.    Dies (2), rotator, adapter 

C   Air rings:   Lower with inserts (2) 
Upper (3) 
Inserts (12) 

D. Refrigeration System 

E. Nip Frame 

F. Treater 

G. 3/C press with drive 

H. Dryer system 

900 
750 

3,000 

9,500 

5,500 

fc,500 

30,000 

3,000 

171,600 

20,000 l*0f,S50 

100,800 
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EXHIBIT B (cont. 

3'ilk Roll Line and Two Gide Seal Bag Machines (continued) 
T.    Post Gusseter w/trin assembli' 

J.    '.'i-.ir',er with spreader assembly 

r.    "-over Hips (?) 

TJ.    Catwalks, web handling, utilities 

Conttr.-cr.c;; 5^- 

*'.    Two (2) ride seal bag machines 

TI.    (2) Foldir.ç Boards 

0.    (2) Spare Seal Bars 

P.    (l) Windbag punch assembly 

3.    P«cka-.;inc Equipment 

Contingency % 

Can Liner Line 
A. Extruder, drive resin feed 

B. Die, cart, adapter, internal cooler 

C. Air rinfjs 

Ti. Hip frames and Treater 

E. 1/C press, drive, slit seal 1-up 

F. Post print cusseter and winder 

G. Baç Mach., stacker 

H. Misc. Gteel work and utilities 

Contingency 

"¿,000 

15,000 

2,?00 

6,200 

JJ00. 

51,600 

1,200 

1,000 

5,000 

I* ,000 

3.100 

35,000 

7,000 

15,000 

12,000 

12,000 

25,100 

22,000 

10,000 

12,000 

65,000 
r^,o-i 

150,i*V5 
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EXHIBITB  (oont.- 

7    One L ."• DC Line 

A. (1) extruder, drive, resin feed 

I:. (1) Dio, cart, adapter, internal cooler 

0. (1) :.ir ring system 

D. (1) :¡ip fra,i» 

¿. (1) 1/C press, dr/er, treater, drive 

F. (1) Post print gusseter 

0. (1) ..Inder 

H. läse. Steel work and utilities 

I• Contingency 

3   .ftglnewinfl 

A. Fiant 

E. equipment 

1. L :•. DC Line 
2. Liner Line 
3. Bulk Roll Line 
h* Bag Ilachinsc 

7,500 
8,500 
5,750 

800 

9   Contingency 

32,500 

li, 500 

15,000 

5,5oo 

12,100 

5,5oo 

13,000 

6,200 

6,500 

30,000 

lJu,JOG 

53,55-, 



Oí 8 

9   '* 

i 

ral   '* 
) 

M 

- Iü 

|ñ    S5R3âl& 

Si 3      8     H WftimmjtJt uMniaj p m^f ^ 

'|g       RSSSRg   g 

vg      Jj     Nm(ijtJíNCO i   i 13       8SW-8|g 

j> a^       i      mi>i4jt ir\f> i   i |S     a S3 ' sg 

gj I       m-».»i/Mr| ' ' ' '|§      RS3 '*g  « 

§   » ' 

I   » ' 

¿tJt meo iiii 

-4- U\C1   l    l    i    i     i 

'fe       R83 'SR  S" 

'IS       RS1-' OOfcß       t- 

1 '        (OfO   i    I    l ' ' ' 'fa       3S' ' "U   « 

attillili    lyy 

$ ' « I       I       I       !      |      l      | 

|&      RS! ' ' w|g 8 

' '|§      9S' • -|£r S 

a     a  a  piptddíisdrtd        s^aaa 

*l 3SR$*||$ S R Raaa*aaR»|g    |§gg(¿g 

l|! 
W-* 

II 
•3« ^ w 

< «« 

M H ri fl   J   £| h       Ì        l 
I I 

fk   S1 

I 

Cr] 

Ì:I1| e 
_ 05. 

« ÏH 

»3 



£|      «ab ä?-s Ka pi ai      "i^q rìfiS'?s5l 
-   11   •• 

8 
H Hin 

4nrü 

»  4 ^ °i • l-* ^ w|ro| 

HH|N Hwlvo H      |f-| 

OOlftO "\i 

O O l/\0 

fri M tA Jt 

H   loî     I  t»î   S; 

5*8313 Si H       ° 

Irli (M  ritultOH      IHJ SI £ «? 
I  ci   s 

S    «tttRI 'HI 
H Hl IM rt CVI |\£ |v¿| ja» ?«M1 il * °. 

H       lc\l fY    -» 

H Hl Cvl H CV Ivo H ss» S*!-2!!3! S  "? 

11   M3"H S3!- ^"Ë-ISs 

a   5S5SSR• *H Baa- «5'IS^î 

535'    283 "fe «I* - 

îi <fc .9 M  a a 

II 

I 

« II 
îî 

II 3* 
O 99* 

{ 
I 

w i3 j £ 

3 

«?l 
dd 32   II    Hjáll j 

I 
rl 

«JÏJ 
sit uni 

I 
¡US ^ 

•9        c        *^ 

I 
*8S 
|   1   £ 

£   I   I 



J 

- 12 - 

S     ~ 

» 

Ja 
Id« S H H p^ 

Wrî Wise 

|f\| H 0»0t0 j*I 

[T| r* C 0\ t~ _ pjl 

HffwC   try      J|rlO\OI> •   •    •     •       p-i   •   •   •   • m evi (\j ir. m      »J oj M \o rn        trf 

¡«|  ¿n\% 
inm 

i   i t- 

S3 
OsiO UN 

<3 my eilvß 

*?*8 "IS 

l-t 

o 

3 
o 
(\S 

o 

1 
o 
«J 

s 
O 
(0 

3 
o 
(lì 

£1 
o 
ci 

3 o 
(VI 

* 
o 
(\J 

s 

S -* 

I t» 
« 

fi * 

S 

ir\ 
(n J 

1 5 

S 1 

fi S 

g $ 

J3K3   «*»ft|t jpggp   Sf||R 

i 

o 

Sag 

Pie   ? 
O O M       •» 

I 
¿I«     I 

tl 

áS1     ï 

h I 
83*3 
•J U M B 

83 
Ö M H i 

I 
,* 

! 

llíi - A 
L. <9 

li 
«1^4 
E 3 i-i H ÍSIí 

i*: 

ï 
* 



ì 
15 

g î.mmi 3233 »¡IM« 3333 "IS** 

S lilla 3322 »TO 3233 8»*plï 

s HSISa 2323 **1**B 3333 sa^« 

B !-!«•! 2535 5STO 3233 «i**« 

8 ÍMBS3 33» 3SSTO *rß «is*» 

«I H MIO       |\Oi ¡SI»; ssais*ia M mH CM 
fi i-? jt m 

ìagjgai 

S   !55B«BI   3323    3M,t|6.   3232    sa3l*alä 

S   ISM   3323    mi'®    323'    »«WW 

S MM 3323  ma'K  *»•   "i*'* 

I  WBI 3523  «"I»'» ITsUMTt   I s-* ai« ' is 

«II « -A' 
I I    i 

ih 

t < I 
Pi ? * 3 

i U co        e i 

il 
5d *ä 

I 
Join 



I  

» ; î 

!      I 

'v>. 
r    ! r 
"   â 
i   *       î" 

il       • 
S ? 

J! 

] 
A 

•   '1 

-   t ' • f 

'A 

i. < * t * * * * 
¡.•, -i i. • i  i 

-riti 

..•j i-i 
. "» t 
•ru ni 

1 ri oía 

.Irfa?   >. 

i ! M ' ' i !      i i : • ' I    ! I 

f- 

¡> 

^ 

l^'^n-! 

':\i'i'   ;: 

t.; « 

I ; e 
¿ ! • 
II 
3 i i', 

t     i 

t "• 

.1   -A 

I. ï 

h • 
iiS'vï 

m > 

9' 

! ' ' ! < •• 

; ¡ . . » 

1 t 
! : I 

pH *-}-t 
|  j ;  i     '      '     I 

i I ! i v M t r r- 
.11.  ' ' '   .i 

iiHn 

ll'! 

Mt¡|: ¡1" 
• t -i- ? -t- j 

! • M ( | * j  M }' t 

4"r 

J. 

'• y I" 

lr^ 

*j» 
>T. 

Í  |  •  •  «  i   t  1 t 4 I f i 

n i 3 ;4 j : ¡ü ! : 
Hi   H'1 
!.|4     "" I •; ; : i"! 

ida ¡ ^ 4 J ; |3 

J i.| t. i 

n i A 'tM.H-^-: t4- 

r M t i t t f i • H 4  4  t  !  t  t t *  •  H 

id • i* N: ¡ ¡i 

;  | r|-4- 

-+-(  ;~H 

4  .,   *   ,   + *,,,..   i-,    •- I 

3  ''is i?   
, I t    1 » t t * • ' • S- -' H '11- 

'! ¡43 
» t * 
ri 

i ~. i . » 
'  i- '       . -i     -<   i   !   'f)   •   ;   ' 

!    i  -, 1 !    3   , , ; 

•    *"'     •     '     '     • ,     ,     :J     I '      '      <     I     I 

CM li 
T 

* ! H i i 111 -t f4 

• '  :  , ; '     i i ;  ! i i  '      i   •  • 

>"<•••    i !    i       ' : i M     i 

të i ; ,    ; ¡ l i I : î ' T ¡ ! 

I      ! 

i ! ; J ' ¡ ! ' " I 
•   •  •• ; ' M  :  ; i 

'   ¡ ' !j ' I L, 
• • - '4 ; • ^ : Í iM         : .« 

«   ï 

Í ., ;, î! 

si   ;• 

i I ! I I 
.   ! ! ! 
, M . ii 

£ r!. .  -    i ¡S;    j-'ilï'Î 

*»'"». ..x. ^ !    ,..!,. ...L;.-  J |,|'|  i     ¡ '"!' M   "j   'T 

le 1,4 

T 

i   i  i 

!   M   '   'J   l|   I 
! . ! : '3 13 |   !    |   I   ^   l*| 

lí¡-    ''!  iL  „ 
jj'i : ¡«î |j m 
''i   i   '1     Si   I    ¡tí'*1 

L!HiÍJ.l_LÍl_LÍLL 
I 



PROJECT  EVALUATION:  HIGHLIGHTS 
- 15 - 

/. :C 

(".. •• 

•Kv   ~ 

".xr ¡:: 
:¡ fw [: 

-oo r. 
'¡00   p; 

i~ 

(-00) r 

Í -v) 
(i?00) 

(li'îOO) 

(?ooo) t 

-• fr.c-r 13/iyAv 

  ;._ 

PROJM. -. 

ASÍ'" 

Joe i"ici 

er 

-^GRAPHICAL   HIGHLICHTS 

Cumulative 
Cr. r-h 71m/ 

.rnur.l 'Inrh "low 

Recover; of Ar sete 

!pxinu*n Cash Exposure 
l L     J !—i—L__J |__J i        i       i     | 

rEAP^       \*: *7 «?. no 75 71 72 73 »7*4 «75 75 
J L -1 1 L J-—I-_J_. 

B.   STATISTICAL  HICHLISHTS 

ITEM 

FINANCIAL 

INDICATORS 

£CF  RATE   Or RETURN 

NET PREStNT VALUE 1U- 
PAYOUT  PERIOD (YEARS) 

PROJECT  LIFE IYEARS) 

MAXIMUM CASH EXPOSURE 

INVESTMENT 

(Pfoiect total, 

gross boti s.) 

12 

NEW PROPERTY, PLANT.   ANO   EQUIPMENT 

AMOUNT (S THOUSAND) 

DECISION 
CASF 

TRANSFER PROPERTY,   pLANT-   ANp  EquiPMENT 

LEASED ASSETS [PRESENT   VALUE    •: ~) 

WORKINO  CAPITAL 

12j 
14 

15 

17 

16 

OPERATIONS 

TOTAL 

VOLUME  ¡UNITS; 

SALI- ;,  AMD üTHE.R INLOME 

C05T3  AKf, ExPFNIF'i 

-L1Í -SÎÎLJ i_ÍÍJL 
NTT  IN COMP; 

CASH  > LOW 

19    j 

21 

22 ; 

ILj 

-.:s 

_» _^ 

28 

29 

30 

Li-i-fir.r.lÇlTi_lllyiI'lluf_L 
1 .-íLLí ...?f ' '• 'T '.* L OPERA y ¡ ON s 

P t_y_a•} •_(_ l. - i- 

OTHER 

HIGHLIGHTS 

:afk: 
__io 
1 ;.ijl. 

-~l. 

2<?7o 

lu 

: 

•I- - 






