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7. The poliqy a development bank follows in its busivess and assistance
activities is laid down partly in the statutory provisions, or the charter,
ond partly in the direotivns the board of directors issuc from time to time,
No attempt is mde in this paper to enlarge *n policy quostions under normal
and stable sonetary oonditions. ihen, however, inflationary temdoncies
boooms apparesnt or inflation sets in, the devolopmont bank has to adopt a new
and weriadle policy to protect its assets, cometimes by applying wery

rigosows mecsures.

8. 1Ia the journalistio jargon, inflation is describod as “"too much money
ohasing too few goods", oonoricts explain that inflation is a oondition

ia which the finanocial resources of a country aro groater than tho ourremt
mrket value of its real resources. Tho factual causo of inflation is probably
an acowmlation of oonditions, of vhich two are outstanding, namely an over-
domad, based on 00 large financisl reservos of pudblio or private means

ond the cosi-price push, based on increasing prices of goods in short supply
and the "oyt Auend fer s o 1 in spite of the absence uf increased
productivity,

9. Dut inflation does not ocome alono, devaluation uswlly follows,

10. T™he wlwe risk of iafladion and devaluation of btusiness transaotions,
turning them into o fimanoinl bwrden, or into fimmnoial losses, has %o de
boxns Wy somesbody, be it an individwal, a growp or the public at large.

11. In %he following paragr:' e an attespt is mado t0 emumerete some of the
maswres dovelopmnt baaks have t3k.: or comsidered, to grotect their
oireulating aseets (amd 1iadilities, sepscially if thay are in foreign
swveny) agiset inflation and dovalwtion. The measwes $0 be disewseed
are growped ascording t0 the yarty whioh carries the value-risk.

De_mzan
18, mmumwwma.mmu.m

the walw of Wair leoans s t0 paas the risk %0 the Derrowsr. This can e
done i sovernl wmyes




- The loan ;ranted to the borrower is dunominatod in some foreign
currcncy likely to remnin rtahlu throughout tho duration of the

1oan

~ the loan is tied to a domestic index such ns that of prices,
wrsoe or cost of liring

- the loan has boen ticd to tluc price of a commodity (in some
agricultural countrics to whuat or some othor staplo grain)

- whon inflation is ovident, the dovelnpment Lank ruserves tho
richt to shortun the roparmont periedn ur may insiet on
participation in profit: to rucoup nc-ncr the 1>n amount,

13, Tho undorlying arpument for tiia above conditions imposod hy the
devolopmont bank is the fact that the borrowor's control over the price
of a final product is oufficiunt for him, in casc of an inflation, to paee

this pricc incronsc on to the ultimto consumer,

14, Change of loan amount into oquity is ancticr wny how como davolopmcat

banke sock t) off-sot value~risk i timou of inflation or dowvaluction, Sueh

an option would have to he written into tho loan agreomwnt and would he
oxerciscd by tho development tank in carc that inflation hnd o diminished
the real value of tho loan monuy that gruatoer valwe would bo roalisod Ly
converting to oquity and thon the oquity sold, In times of inflasiom it is
prosumed that the voluo of fixed investmonts, namoly land, buildings and
mchinory, will koep poou with 1’ring prices.

15. llovevor, this shift into oquity could also Le a sowroco of damgor Ve
tho dovolopmont bk, During an inflation, the capital market in a
dovoloping country, boing in a statc of uncertainty, uots ovoronutiowly
and the equity of n maufacturing unterprisc might aot be eaay te dispose
of, Should n larpe part of thc hank's funds romin 'frosea’ in equity, the
bank's liquidity would detorierato and could make ne¢ lean opsrations
impossiblo,




10 It might *1s0 Lo wppropri-ty o cldiine T on 0 vl Cal gl v

of oquity lnvestownata ~f *ha *ouk unler mormarl, tut (- ot 1 price o ortit)o s

4

17 In tims of monotory et 1lity « doveiopement “at —ust 4oy woat
proportion of the awmilt' 1: rosrwrnus con ~ pril ntly cmpl rod v pure -
<Tuity in industrisl cntorpric oo e bank mast So omindful of C oot L
havo sufficiunt funde in liguid or peudily roallsncle * b a0 1t Fixed
oLligntions, “gqui‘'y prrticiptios 2.~ corrice 5 dnacroat rire,

13, locna to industri.l cntorprisos .rc¢ rie.—~overad o mortie. - o0 fixed
aosets nd othor securitices, whorcam mujity particip-tion promiacs to B
profitarls tf tho unturpri+. 1c.i-ves “0 « ow. wwors . performan .. L

sharec can be sold /ith profit above t:. parwalu . anuld howowor th. pPo=ults
cf the enterprise bo disappointing, th uanl will ave to wep tho siarus in
its portfolio or soll the shares with lussa.

19. In short, oquity porticipaticn cvuld ., riskier thu loi. s rtions.

For this roason, a Lank capitalized Meavily with lLorrowed fuule (Whic. sconur
or later have o de rupnid) would prodably "o peluctant to inv .3t ‘aavily in
oquitios and would, 1f mangud conserwntively, restrict ite uquity purechases
only %0 a certain peroantaze, suldom to the mnximum o7 its owm thare capital,

Ihe Develepment Pank

20y The devulepment tank in n country, vhere prioces and w:chidv rtes have
and preswmbdly will remain stale; docs not need to shift the waluv-risk te
others, dut remins o self-insurer agninet depreciation »f »miuwse,

21, Dowslepmsat damls in a mumbug Of countrics, shewin~ temdensios towapds
inflation or whese inflation lns alrendy sot in, lave asccepied the waluo~rishk
and Serne the fimaneial burden, bt have tried 3y wrious metiods te miaimise
the isgaet,. One of thess s the impgesition of an interest swrelnrge em the
leans % devvewure, fesdiag the swvinrge imte & reserve fwnd for the
mistemase of mlwe. Nould the iaflation VYo siert-lived and sufficiant
POSeFves ware asouwnlated, the fund eould, o4 lenst partly, offset the walwm
lesses, The esoend asthed for et conpensntion of wiw~lessss e wned

W o Gowlegnpt Wk in cruvimmiag vwrmet %¢ guat & leng tern, Lberest-



frec loan, carrying thu previso that i1l carmingr wowld m iato the spesial

wluoepeiak poorve Dund,

REERAT . A\
220  Men kewiloprent vinks T ocww latilitios demomisnted n foreign owvensies,
thoy Lol 40t their mwepriont shoull Aaewme the w e shars of She pden
f-p minteniuce of wiiw. !waever, ueh elaim eould not o sul stantiated Lf

the lincilitivs upro lo tot {n loan]l ~urponcy.

Sle it formor o, * o devilopmont lanz eould be ia inager of ‘malivpley
in 8 cvert O 1 dovlunti 1 of the ourrency, Deeauwse tis preition of the
pvarnment o coateol dewnluntion thwrouch action Hf 430 contral taak and the
power of tnc Pvermmeat th iaflawnc. the domestic price luvel throurh the wee
of mometary nd fiscal prlivy, dov.lopment hawir unleavows o ebtrin &
ovornmuat commitmont 7or fixoud cxehamge Prius. hure Dvermmat ‘ns agrved,
~ swrcharre on A int.pust rmtes 18 Luposed,

T latermatioml lunding, i o the sl dgvegnpent
24. Intermational londing a_uacivs Wi foreiw ~vernmuats eatond frem time
to tin. %o the lomet dov. loped cowmtrius .il-l.ans, 3 part of vhiel L8 befiag
channellud theowh develepmunt Lanks Su the indwstrirl seetor. Ia mmet of
thewe lonn roements the intermiionnl lemding Ajensy or the fepeign
government prevido the foreign ewrronsy funis, withow® insisting ea She
burden of miataining the wmlws !y gPouing " A fised enchange Pate.

2%, Other aid-progmames incluic different 1oin comditions, ‘y whieh
cosmeditios ape benght ia the lesding coumtry from a fereiln owremsy leas

and 00ld 40 t.e Peceiviag sowntsy in their lcoal cwsvensy., The japerted

“s0d8 are mold en the leeal mrkst and the protesds in lesal owreney afe
available for pe~lendiag, mialy theeugh dovelepmat banks, wvitheut enisteunase
of walwe,

26. In vammzising, ke mangcensat of a dovelepmant dank will awn So adupt
fas-veashing shangss ia Wheds landing pelicy ao scen as infiotionnay Sendensdes
besom aggarent, Clearly me Gefiaitc resesmundstiws are prosidle and et
bank's respemse should ¢ ia full mmpeneee of 2o iagast of iafictien & W
partioular Lanking sitwmtien and the peliey altermativwe owailshie.
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71, In coms iastanses, Tevernmmmts of developins ceumtries re~ussted
dovelopment Weaks te wderta’m the planain; »f industirial Jevelopment M a
regismnl, sseteral or everwall (cowmtry-wide) soale. .Juch attompts by

dovelopment Wmake teo prepasre industirial development plaas have always
sroved abertive,

26. T™he scomptrien prewailed that the development bank, being a.are of

the preject ideas of the enterprencurs of th- country, region or industrial
segter wuld swalwmte all sligidle projectc and renk them in order of
wierity ant that the acsepied oriteria, as noarce capital, limited

shilled ladow ferce, awailadle rav mterials and restricted foreim exchange
are Wweadly lmewn %o the Mank, In that ocase it ould sesa suflicient

% soleet the "veet” prejects acoerdia- to their decreasin; order of priority
and step ot the point where the swm of resewrcer, for emampie ocapital,
roguived for \iose prejecte is exhausted.

2. Sush o sethed would net yield even a feasille result. ™o swlwuntion
of single prejeste asserding te officiency oriteria gonerally does not
Mewer e question of consistency. Therefore projects 'ave to be evaluated
a0t ia isslatien Dwt ia taking imte sccowmt taeir complex relationship to the
restd of She essmnny. m‘\mhnlﬂuh.ﬂonllxnmde
faete s the individml prejest, wilising teshmelesical coefficients and
woaiaiag saly o fov, if sy, altermatives. There is euphasis oa the
100eresansetions of e ccomsay, on the oquilibetum of requirements and
OIilENiNties, in ether werds on the censistemey of the plaa.

3. The ploa st Saks cognisance of investasat and pretuctien targets,

ellesstion of resowrees, Lncentives, fimasisl and teshnisal assistance, balanee
-cmmmm.wm—-n.. infre-stresturel
1isite, misrdsveleped regiens, in chert all fasters of the sesncay iz gemesul
mhw“ummmummxmxm
*lan,




31, The methodoemployod to draw up a rnational development plan are

entirely different from thooe for the ascessment of projects, as used in &
development bank, where viability and profitability of the enterprise ase
the mmin critoria to be examined. The academio education, knowledge and
experience of the experts and eoonomists of a national planniag agemey is
entirely different from those of tho officers of a development btank; their
only common ground consistc mainly in recognising and evaluating the
viability of a particular project,

™




32. There is a tendenqy in many developing countries to explain the obstacles
in e Wy of & more repid indwetrial development as the result 5f lack of
projects, or the diffioulties in preparing projects. There is an unf ‘able
shortage of '"bankabdle” projects in the industrial field and this appears to
be dus 10 conditions, whioh impair the formulation and execution of a new
eaterzriss. These adwverse conditions doserve an investigation into their
cswse} they will also dv of interest to the mumagement of industrial develop~
weat baaks, so that an attespt can be mde to remedy such oonditions, wherever
poseidle,

THER TTENPIORERA

3)s Of prime importance fer the creation of new industries is the exintence
of & qulified eutreprenswrial olass, prepared %0 take initiatives and assume
risks. A large nmber, prodably in soms cowmtries the majority, of new
industrial enterprises will be, viat 1is termed the "family" type “reiness

of omerehipy and comtrel. Bayond this for an emterprise repid growth, im the
omnse of growth mare vapid thaa is given by its capaoity for self-fimancing
(re-iuvestment of prefits) the necesr'y of a new partmership and sharing
omerehip aad ceatrol is met asceptadle to many indwstrialists. Hemoe, there
is often & relwtance 1o expend swoh "family business. ' t '~ . i7" even ameng
$he sowalled dymamic enterprises.

TER MOONMIC POLICT:

3. The secend mest inpertant factor weuld be an adequate eccomomic poliay
and the wvention of an emvewreging investasmt olimate.

35 The csemenie poliay sheuld seck te sirengthen the basis of development Yy:
« doveleping matwral Tesswress
-~ stimlating manfasturiag activities
= poeviding inswrenced enpleyment
= iagressiag foreign cxohange earnings YW redwoing
mumm-
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These aims of tho economic policy oan btest he achieved under conditions of
stable prices. ™o Covornment has the power, through actions of the Cemntral
Dank and the use of a prodetermined monotary and fisoal policy, to influsmoe
the stability of prices,

m mnl U:am:

36, To create a favoursble investment oclimate, the gevermments of Soveleping
countries grant incentives to domestic and foreign investors % achisve aa
accelerated industrialisation of the country.

37. 3Scme of the incentives employed are listed heres
(1) Tariff Protection
- Tnoreased import custom dutics for ocompeting goeds

- Prohibition of imports of competing goods
- 3triot anti-dumping ‘awe

(11) Txport Subsidies
- Nxport bonus scheme
- lixemption from export t*~-n and duee
- Refund of all Auties and taxes for experted goede
- Nailway freight concessions fer export gesde
-~ Government sponsored and subsidised free trede memees

(114) Import Duty Comcessions .
- Txsaption from custes dutiec and additiomal clarges on %he
importation of machinery and spares
- Txesption from owston duties and additiomnl chavgee o Whe ;
imgort of rew materials aad centaimers, et maanfuctuwred lonally
- Custom duty on machinery my be paid in yearly instalmats

(iv) Texes and Tax Incemtives

= Complete tax bolidey for & fined nwber of years

- Neduced tames en prefite, poeumacntly ¢ O o fimd mmiee of JoUe

~ Txenption on land~, lani trensfer- and any thar (tnsdulle. -
mmioipal) real sstate taxes
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= Aocelersted depreciation on fixed assets

= ‘meaption fron capital mins tax

= Tmenption from saler tax

- Zxemption from excise duties

= memption froz dividend ta-

= Oarzy furard of losses into the following years

~ Exsmption from personal incomsc and other taxes of foreim
mamgers, expertn and technicians

(v) Subeidies
= Onsh subsidy up to a oertain percentage of all fixed assets
installed
~ Interest bomus on loans oontrected Ly the emterprise
= Fooe land for construotien (develeped or undeveloped)
= Dubeidised plots of land for construction in industrial estates

(vi) Aosistense &8 the pre-imvectmsut stage
~ Duwwways
= Measibility studies
(vii) Assistance in fimamcing and oapital repatriation
= Lenns ly indwstrial dovelogment finamoe institutions and
squily prtioipation
= Loane Wy the centwval bank (govermment) and equity participation
= loans pwnitted by inswence ccnpanies
= Mate gurentes for tank leans
-mmnunmumu
= Gmantes 4ainst exprogriation or mtiemslisatien

(m)muamummm
= Taining cowees for skilled labowr, teshnioians and foremsn

« Maginst training cowess
~ Inividm) training of perosumel for spesialined intwstvies

i Gl
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38, Ho dn/selopment plan can succeed without an slready coxisting and well
buili-up infrastrueture as roads, reilways, ports, power stations and other |
public utilitics (po.tal services and tolephones), all necessary to emable |
an industrial enterprise to receive raw mterials, to manufacture and to
distrilute the finished goods. In additior water, sewage, fusl and other l
corvices besides electricity must be availadle at all timec and at reasemnbdle
prices,

1
- 14 - }
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DIADNQUAT™ DATA POR INDUCTRLAL INVSTINT DX ISIONS:

39. A broad imowledge of resources, markets and technologies, essential
for investment decisions is required, especially when embarking on new fields

of sctivity., In most cases it is owrrently bayond the capacity of indwtrial
entrepreneurs in developing oountries to otain all much required imowledge.

40. ‘hile the concepte of efficiency are in principle applicable to projeots
with marketable products, whether or not a project ocan be 200" {ned depende
on the aveilibility of data - osuch as market and cost data and dais om the
economic system as a whole.

41, 1* is in thie area, that an industrial development bank can be of
utmost help to a potential industrialint in providing hin vith all the
mrkoting, teohniocal and fimanoial data he requires for his investment
deoision. The development bank, with its well oqunol research liwery
and with the assistance of the bank'c specialists, namely the ecomsmist, he
financial anmalyst and the engincer, should be able to fuswmish all e
informtion required,

PROUOTION OF W% PROITOTS:

42, mmtmummm-,mmtmmud
sll industrial development tanks, should be envisnged in twe divestiens,
a) in identifying entreprencurs or growp of entreprenswrs firen the

business commmity who sre interested and Mave the ability to st

& nov industrial enterprise, to give them suppert vith goed advies

and in supplying the necessary data for their pweject fevaminties.
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b) in selecting and evaluating cortain goods or products, whioh would
iend themselves to manmufacturing ir the oountry, in preparing
abbreviatod foasidbility otudic. and in promoting them amongst
potential entreprencwrs.

43, The mmber of mnufactured zoods and produotn would go into several
handreds and only the main categorios are lintod horo:
- Hining and Yarrying
= Meod, Beveraser and Tobaocco
= Textile, ‘learing ‘pparel and Lesther Industries
= lioed amd llood Predwots, includin; .“urndture
- Mapor and Faper Produwots, Printing and Publishing
«~ Industrial "hemicals
~ Other Chamical Produots
= Potrelowm Nefinerios
< Misoellaneous products of Petrolowm and Coal
= Rubber Prodwots
- Plastis Products
= Pettory, Chias and “arthemmre
- Glass and Class Preduoto
= Bev-mstellic minerel Products (Cement, Lime, Oypewm, etc)
« Iren and D%esl basio Industrie: |
« Boa-ferrous mtal basio Industriee
= Paricated mtal Prodmots
~ inehinery, emsept lectrical
= Hleotwical Mnchinery Appasatus, Applisnces and Mectrenies
* Sampert & “dpment
- Sshumtific, Neaswring and Contrelling Byuipment
(A ssuplote 1ist 13 publishet in the Dnited Nations "Indemes to the
Detesuiitions) Standard Inductrial Classification of a)l “eememic
oNimities” wier the Males Nlo. % 71.IVILS, ebtatmable fyem
. mm..m«.m Mttons, Pew York, N.T,)
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PROJCT PROHOTION It DISTANT UICTIONU:

44 It is presumecd tiat in a umll or medium—-gized country the min business
activitios take place in tha oapital city wiore the purpose of the industrial
dovelopmoat banl: is alroady woll Ymown and whore the bani's executivec are
awarc of prospective sponsors and their projecta,

A% Ia the more diastant regions of a large oountry, the existence and the
sorvices off :rcd by an industrial dovelopment bank may not be vory well

known and sponsors may not be sufficiently familiar with the fimancial and
technical ascictance, they jould avail themselves for the forwulation and

realization of an industrial project,

46, e development hank must carry the promotion of projects to all pamts
of the country, especially to the underdeveloped regions, whioh are in need
of intensified and aorelorated industrialisation,

47, The mont suocesaful mothod omployed co far has proven by vicite of

the bank's officers to the mu.. significant tovmn in the rogion. Suoh 7isite
arc publicized in advance in local nowsp.persc and other media and have deen
found not only to resu't in a cubstantial number of enquiries regarding
possible financial assistance to local businoss, but also to oonstitute an
offeotive way of makin_ the bank's ser -ices better lmown to the loocal
business community in ; sersl. On arrival in the towy, the tesm oontacts
first tho mnst likoly sources for informstion, namely tho Distriot Oftioer,
tho Ropresentative of the looal Chamber of Commeroe, lianagers of cosmereial
banks, loaders of the commmity and chiof Importers., In some towms a
lanufacturers lssociation or the branch of the Chamber of Commerce oan be
asked to convene a meeting of their membern, at whioh ocoasion the bvamk's
officors can explain to a larger audience the purpose and the various
sgsistance activitien of the dewelopment bank and answer all guestions of
the participants.
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48, ' o orgmrisation of the operatior; department of an industrial developmernt
bank, being the most important department in terms of productive work, must

be well planned and the functions to be carried cut have to be wall defined.
Jeveral altermatives with rezard ‘- “unctions and the required cadre of staff
apeciaiists are possible and ths final choice will tn & larpe extent depend

on the sise of the institution. In a large sise institution, the various
functions can be assigned to separate sections of the cperations depariment,
oach supervised uy a senior staff member and the work of the sections then
co-ordinated by the operations manager. In a simll- or medium-sisze development
bank seldom secotional distridution of work is being precticed and a quite
oohesive group of professionals will operate as a single wnit under the
operations mansger, oarrying out a multitude of functions.

49, 'xperience has shown that efficiency is usually reduced with an increase
in the mmber of sectioas; even large institutions try to koer the number of
seotions t0 & minimm.

50, Development banks have divergent views which fumctions should be
attributed te the operations department; the main fumotions in questiom my
be claseified as:

s) identifiostion of projects

b) promotiesm of projeots: (i) olient initiated

(11) self initiated

o) initial and preliminery appwaissl (quick evalustion)

4) sssistance o olients with projeot preparation

o) gojeot - viiations with olieats

£) fuil projest agpreimal and recommndation

&) selis igvestigation

N toonpamtation

1) e of lagal conditions for loan and covemants

3) teh arosant sl mEtgage vesord :

Y Mbupomint sid lateere of oretit

1) 1 feilinvp (oometowstion ant prodwtion paried)

%) elviseny servies and “wouble sheoting”




51. In examining morc in detail the above listed functions, the following
considerations will be cf interest to t.e managoments of industrial develop~
ment banks,

52. ad a) IDONTIFICATION: In Chapter I of this paper, the development
fanctions of a development bank has been dealt with and tho task of
identification of prcjects attributed (a) to the national planning agemoy,
(b) to the devclopment bank or (o) to the entreprenewr. In addition %o the
identification of projocts by the national planning agency, or sometimes
in place of, project idontification is carried out at the intermational lewel
by UNIDO (United Natiors Industrial Development Organisation), by AID
(Agency for International Developmont) or by othor organisations and also
by oconsultin; engineers. Iut not always is there a sufficient flow of
potential projocts to the institution, ithioch projects when modified, oould
be procecsed into ‘'banimble"” projects, The industrial devel -pmsnt bank in
guch a situation wil. have to decide nn thoir own project identifioation
programme, bised on import substitution, utilization of indigenous rew

materials and employment cf low~wage labour.

53. ad b) PROMOTION: The promotional activity of a development bank is

a basic function and part of the day to day work. !ith projeots, initiated
by clients, the bank is involved in promotion in more cases than is obvious
to the observer, Iither additional equity investment is roquired by & new
partner or co-operation with a company, supplying technical mow-how on the
production side or mrketing partiocipation has to be found $0 make the
project "bankable",

54, With self-initiated projects, the development bank has to institwie o
promotion oampaign among potential looal entreprenswrs or with interested
parties in foreign countries. Usually "joint ventures" between looal and
foreign imvestors result from such promotional sctivites.

55 UNIDO has issued a "Manual on the .istablishmsnt of Indwstrial Joiat~
Ventwre Agremments”, as well as & "lamml on Investugmt Prommtion Cemtpes®,
both of whiek contain factusl infarmstion and valumble sdwew en (hase GNJEOtS: -
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e &4 o) PRELIMINARY APPRAISAL: It would ‘e unwise and costly for an
industrial devoclopment bank to proceed with a full appraisal of overy project
submitted for financing. Thn-efore a 'rocosn of gcreenin- Tiret all project
submissions is the obvious anawer to prevent an overloadin;; of the cperations
department with work, But tie applicant ohould alsc not te asked o submit

a fully detailed project propomal, going oftern intc 40 or 50 or even moro
pages, if the applioation is unlikely to survive ewmlution, Tc this end,
every applioant is first requested tec fill in a "Proliminary Loan Application”
of approximmtely two pages. A sample of this application ic roproduced as
Annex T and a "Ouide for future borrovers" as Annex A,

5T« The proliminary loan applioation is serutisied by a senior officer of
the development bank, or by a comeitteo, and thon transferrcd $@ the
operations department, Tho ¢, nomiat, the orzineer and tho financial analyst
will examine the stated facis and figures and make a rough initial afi"sisal,
highlighting the finanoial aspects to detormine coste and rotuwrns. The
soonomist will mke a proliminary analysis of the product'e potential marist
ad if no satisfactory markot exists, further investiration is halted, The
second part oemsists in a backgrouwnd cliock on the applicant through banking
and business oircles. This preliminary screening should he completed in a
fow days wund oither tho applicant is informed by the bank of a refusal, stating
in the letter a Lrief reason, or he is roquested to submit the complete and
fully detailed loan application, which on recoipt is trensfered to the
oparations department for a thorough and full appraiml.

50, ad 4) ASSISMUKT: Projects, submitted by entreprencurs are seldom clear—
cut and complete, The entreprenswr ks $o prepare his propossl for a loan
acoording to the sequence of questions, enumerated in the presoribed form,
desoribing in full the sarketing, technioal and finanoial aspects of the
project, as well as thoss of an existing company. Inthoomof“nmem:r'
to industwy, & mltitude of persomal and fimanoia® questions have to be .
answered,

59 Dovelegment fimemoe imstitutions experience grest diffioculties in obtaining
conplete Ain of Jrejents %o be Timancel, Jartly Secamse potential oliewts
mﬂMMMﬂh\m¢mMnuM
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personal means; partly Lecaus. tic marketing, technical or flmancial sectioms
of the projoct proposal arc incomplate or ineptly prapared, Ia the first
instance the soiution lics in hullding ® the confilence uf th: emtreprenewr
in the devolopment Lank and in assuring him ~f conf i{dontial troatment of Als
statements. In the cecond instance tha profossional cadre of tho operetions
departmont would be ahl. to assist tho sniropreneur in adjusting and ocompleting
the proposal or vill recommond the sarvicos of » consulting firm, 1~ ~otimes
only of an accountant, or an industrial development contre, Industrial
developmont cenires have Loen establishod in many doveloping countriee to
undertake the identification and preparaticn of projects fer industrial
developmont.

60, The assistance by the professional ocadro of the dovelopment ank for

the complotion or rectification of projeots must necessarily be sudjeet te
certain ressrvations; thc specialists time is costly and should rimaslly

be amployed on actual project appraisals and further a swonping reconstrestien
of a project inwolves the acceptance of a cortain responsibility by the baak
for the futurc performance. liovover, the decision nf managoment, whem and

how much assistancc should be riven %0 a project propomal of an applicast will
depend on the work load of the operations department and on the importanse of
the project.

61, ad ) PROJIOT NCOOTIATICNS: Onoe ihe preliminary loda propesal- s bosn
found in principle accoptablc by the devolopment bank and thereafter the
project has been conuolidated, the entreproneur is requested to swbmit hise
formal loan application. The individual quories t0 be answered and the
various statements to bo furnished aro linted in the "Loaa Applioatiea Perw®,
of which a specimen is r ucod in Appendix II, This partioular ferw SeFves
for 7. “n requests for mediwesise and larger projects, whereas a shester
version, designed for light industrial projects has been imolwied in the
nGuidelines for the preparation of projeot appraimal reporis”, stariing with

page 4l.

62. A loan application, prepsred om the lines of the form, a8 outlined ia
Appendix II 1is adnittedly rethor extensive and requires tim and offat %0
complete, but has for the entrepremeur the advantage that overy single atpestd
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of the prejeet is being dealt wit. in tetail; fer the 'mtrepreneur 1 v

$he meet ardwus task im tha whoie loan precedury. 'y o fuli and procie
statemsnt of "wete and by Twantifying all forecasts in 13 aprileation, the
ontreprencwr is predetermining tie whols future pasformanc: »f i ngw ontor—
prise, and becomiag at the same time rmre of the wmaay preductinon, marketin-
ani fimameial preblems he may emeomter, many of tiem he has net evon con-
sidered bofere. To counter the emtreprenew wewl complaint beut the
oxient asd dopth of the queetions of Ve laan applioation, tho hank's »fficar
should emphacise the Lmpertamce of tiis appreach for the proiect and far the
mireprenew. Mrequently, an entreprenewr doe: net cven submit his application
for & loan, after recognising sems grave preblemr oF the lac' of profitariitey,

63, Whem the dovelopment hank Peceives the comploted loam appiloation form
and the Foquired doommntation, thc prefessirmsl vadre of hu eperations
dopartonnt emamines thoreughly the given faots, fizwres and the sntroprenage’-
opinions on the prejeet and prepares a list of topios %o be disoussed and
negetinted vith the applieant; thqy will refor t¢ improvemswts or necseensy
changes ia the mmay arear the preject covers, as:

= ceppesuie set-wp

= losation of fastery and sise, constrwtion

= maafasturing precese

= sslestion of mmshin .oy

= oot of prejeot

« oost of goods medured

= Gales wiee Af gurde

- Bt petantiale

= iasem fepesarie

= nsans of finsmetay

= woolilag wpital

- sty

« lagnl conditions and covenmnte

« and otheve.

64. Ter WMnee 0agtiaticns o suries of MMerVia® vith e agpiicant/e w1l
e wvenged, shittiam] feounminticn will Jawe % Yo Pepmeted and fleid
tripe mdee In gastionlan, %o angineer will 1nee % vislt the site, chesh
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on the existing infrestretwe and Wilities and awmiladility of labewr,

65. ad f) PROSXT APPRAIMAL: This paper dess net deal with the astwl prebleame
of project appraisal, nor the ferm and centemt of the appraisal repert (oo
"Guidelines for the preparationm of preject appraisal reperte”), dwt atbemple
amon: other rub jeots to define mor. ia detail the ocemipesition and qmliftostion
of the profesriumal cedre which carries ewut the e ject sppruiml, Prejosd
sppraisal requires the skills of the economist, the emginesr and the fimmacdal
analyst, and in the final stages these of the lawyer,

66, The manner im which the skills of the professionnle are mtched can M
vital to offective appruiml. Twe Wasic methods Nave svwelved, mamely:

= The first is the separate departnemtel methed ia which the cosmentiote,
the engineers and the fimansial asalysts werk in sepasate dopartasnte
and each departmeat prepares ite repert en th-* part of the aggpmaimml
1t 1s comserned with. A senier officer will cellate these repapte and
will then sudmit the fimal editien of the repert with resommaadatione
$o the Jsard or anagement for the Lawvesinent desisien. /482 hdse
Srrangemsnt seversl adverse faets cems 1o light) the senier officer,
collating the three repesis, not carvying ont ay iavestigmtion werk,
could be put te Letter wse, Purtharwswe, thare i very 118810 o@ me
ochesion ameny the three departmmmts ia P spinien ea She viadility:
of the pre jcot and on may peripheral isswse; there will Ve owriagping
and duplication and lastly, there peseibly will be o Sime 4ifferential
12 the completion of the thwes reports, if e or the other dapaetamnt
is overlended with werk,

= 0o soocnd methed is the tenn aggouimml, Hithin the eperutions dopgard-
mssat tenmn are formsd cemsisting cash of an cocmsmist, an cnglaser and
& fimasial amalyst vhe werk slesely teguiier en ene pasttoular profost
Wil the repert is sanpleted. Twna appruiml Mo chewm % Yo mwe
offortive than sepasute dopartamntal agpruiml of prefeste. NN fvese
ash spesialist %o give mwe therough cencidevntion %0 the wy obesnly
selated faste outeitn Mio Gl cnpetense affest these within Me -
ouptiense, I3 gois e Job dene mve wuiskly end ly lusuing e eatteld
of wsk of the other twe apesialiste, each of then e o Wtter quEItEYy
% doteme an all-vowmd 4owslopuant baniue,




T, Very selden o third sebetitute method is oy loyed, namely tho appreisal
by & siagle prefessiomnl acting Yy himr~lf. Ovvicusly, as it 13 1ifficult
for ome mn % schiove near perfestion in all three fields of appraisal vork,
he could Masdly Lo entrusted with the apprainel of an important or aism.le
prejest, bwt e could de very woful ir the arje~4io0al »f smll loans.

6. Wnless legal cempli-atiens sppear 4urin; the necoti:tion— or appraioal
stage, he werk of the lawyer commences hefere {6 wmnotion~gtage of the loar
to roview the log! conditions and oovermats., The preparation of the loar~
i mrtgage agresumnt roprosente the mia mart and his principal contributien
to the werk of lean speration.

9. Applicante for leans in nearly all davelopin:~ ommtries complain stren:ly
that the time lagee fyem the prelimimary loar application to dibursement of
the leaa is cmoeseive, In Snay instances thoir complaints are juctified as
mﬂihh““hnmte%qtemm. widently,
Share wase renssms for dolay, Pt mare often the Blame has to 'e soribed to
he agplioant Wy edaittiag his svidense piecemsal and at lon: interwals,

TC. The eamwmmt of the lean, the impertamce of thn project, the recuired
Verouginese of lavertigation and Vhe diificulties of sstabdlishing sll facts
wnd figures for the lean aggrniml will dietato the leagth of the proceseing
i, Nwe Senn work e proven 1et wemlly the presessiny time is nearly
bu-thtmwmmmmm-tmmx.

Tl. 'ouwy sttempt should be mde by the managememt of the industrial develep~
mhnh-qmmtmmwmmumm—um,
-d—h-th.-iufn-ul-hmu-dnhumh.

12, Lhmruanm'm.monuw«mx”a
mmum&mxummm.mwm
mmhﬁ-mn*umn.pﬂmmumr.
Wolring puysnslegioal sresswe @ e offioars v Mave %¢ 111 ia e relewmasnt
&ates,
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73. Annax III shows a sample ol a "Loan Prooessing Time Recoxd" which has %o
be modified according to prewailing steps in appraisal or to the bank's
procedures,

T4, ad ) CIUDIT INVICTIGATION: Larcer devolopment banks appoint as & rule
a spocial officer to the post of "Credit Investisator". Usumlly, this poet
is filled by an elderly, well experienced and well comnected man, preferabdly
a former commercial bank employoe who, thanks to his previous treining, will
be ablo to dotoot the true facts even from "hodzing" answers $0 his questioms.
If in smller or medium—sizod dovelopment banks the mmbor of loane do not
Justify the oreation of a separnto post of credit investigator, a sutiably
qualified officer of tho financo dopartmont could undertake the oredit
investigntion work,

75« Tho czrodit investigmtor will first be called upon by the mnagemsmt Ae
investisate tle oredit rating of an appliocant at the timo of subaissien of

the preliminary loan applioation,

75« A more thorough credit investimation will be carried out dwrimg the time
the project appraimal is procceding. A eoufidontial oredit repert, on the .
lines as showm on pase 66 of the "Guidolinos for the Preparation of Project
Appraism] Reports” is tlien completed by the orodit investimter and hanfied
direotly to $ho general manager who will sémit it to tho board of directors
at the time of loan sanction,

T7. ad h) DOCUTINTATIONs A mumber of doowments or certified oopies Jwe %0

be swbmitted by tho applicant with the forwml loan applicatien, refeswing %o

the incorporetion of the company or the fim, fimancial statemmts, pre~forem
invoioces of the machinery t0 be purchased and other mtter, 4 list of doownembe
10 be svmitted 1o given on page 5 of the formnl "Lean Applicetion’ in Ammex II.

78. If the applicant is a private or public limited company, a certified
oogy of the minutes of the board meeting, deciding to apply for a lomm and
giviag the mames of autherised negotiaters, hae to be inclwied,
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7% &d 1) THHS OF LTGAL C%OITIONS: Tho terms of financial and 1o
conditions have been doalt with at leng @ in the "Guidolines for the proparatior
of project appraimal reports", page 61 tc 72 and a repotition appoars therofore
to bo unnoocensary,

30, ad j) LOAN ACRZICIFT AND NORTOAC: ITXCGID:  As alroady proviously mentionod,
o larger institutions, especially the state~owned, have a well-staffed logal
seotion within the operations departaent or a separato dopartment whica preparcs
all legal documents; in othars, mainly in tho smnllor or privatly-ovned benks,
the lawyers will commissioun a loml firm with tho work.

Cl.  Although the logal seotion or dopartment, by ito clocc commection with
lean operetiens, iz an essential part of tho loan oporations, it is also
respensible for the oonduot and surveillamoe of law-suits, instituted agninst
borrowerss Thus it is olosely tiod up with loam~follow—up activitios and
plays thereforo a dusl role within the organimtion.

32, It would not servo any purpose to try to reproduoe hero a loan and mort mge
agreement, as laws and procedures are fundamentnlly difforent in tie various
countries and a standard specimen oculd not be devised.

3. ad k) DISBURCRINT AND LIPS OF CRIDIT: Disbursoment, or the ostablish-
sent of letters of oredit ocan be effected only after the loan has boon
sanctionsd by the board of directorr and aftor the lagal department (or the
lowyer of She operations department) sev<irmed the completed sigmature on all
logal docowments and the deposit of all required low records, As it is wore

the rule than the exceptiom that delavs ooour in completing the logl part

of the loan procedure, the dovelopment bank requires the issus of an interim
bani: gesamtes by a recognised soheduled bank, to avoid a hold~up in the
implemmtntdan of the projeot. Pare 205, page 69 of the "tuidelines for the
Prepasation of Projeet Appreiml Roporis” deals with this requiremnt,

M. The aotwl disbureemant or the establistment of letters of credit is

the concesn of the fimamoe departmest. largs and long established institutions,
mmn.wuutmmwmuﬁneuﬂtm. speoial
section vithin the Limmee departmmnt % desl with these \rensaoticas.

#
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35, The releass instruotions tc the financo department for disbursemant
originatc eitior with tho oparations or the loan follow-up dopartment., Tho
operations departmunt lus at this stagu complotod its part of the work, it
has oarried out tho project appraisal and obtained tho sanotion of the lean
by tio board, ‘/ith the authorisation of tho legml officer and/or being ia
roceipt of t: intorim bank maraatos, thc oporetions department is justified
to rocuest disbursoment. Tut 1* must be considered that for all purpowes the
operations dopartment from this point on han ceasod to have direct oomrtacts
with tho bvorrouce,

36, ‘hon the reloase instruotions for disbursoment originaate with tho lean
follow-up departmont, the adopted procedure will be more offective wvith regasd
to supervision. It is tho loan follow—up dopartment whioh from tho loan
sanction stage onward has to doml with tie borrower and whioh has to mintin
oontinual contact until tho oxpiration of tio loan period,

37. Disbursemont or the issue of lottern of orodit is uwswmlly armanged in
soveral instalmonts and tho dovelopmont bank will make roleases only om the
submission of tho relovant documents by tho borrover and only at thu timeo
nooded. Murthor supervision is also necossary to0 make sure that relesped
funds are used only for the purposec agreed in the project scheduls,

5wl

30e  Taking these points into oonsideration, the bank's maagemsnt will
profer to assign the task of preparing disbwrsement instrwtiens Yo the lean
follow-up department,

39. ad 1) 104N POLLOU-UP.

90. ad m) ADVISONY SERVICS AND "TROUBL?S SHOOTING™: Doth aotivities ame
olosoly related to each other. Loan follow-p is mere of a fimanoial ld
thoadvinryomt«of.Wﬂmrhlmm R

J1. A osrtain pattern oan be observed with many fimance institwiions ia
doveloping coumntries. In the firet fow years of cpesatien, the mamagemant
u-wmmuwuxmw’mmmumbm
on project promotion and project appraissl, leading ultimtely to mastioned
loans %o new industries er empansion of existing emes. Dwing Shose imittal
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yoars in the 1ifo of a dovelopment bank little attention iag paid to loan
follow-wp except that the operetions demartmont is instructed t¢ "kecp an
eye" on the projects evaluated by their officers,

72, The optimism of managoment tiat loans have been apnroved to "safe' enter—
prises only is soon disturbed whon the firot lefaults in repsyment ocour and’/or
troubles in the oparation of the onterprises coms to licht, \nd it is just

the proper loan follow-up methods whioh sheuld have given managament the firot
warning before the adverss conditions bocoms a real danger tc tlie enterprice.

93¢ The comtroverey, whethsr the sumo people who orisinally appraised the
projoot should ocarry out the loan follow-up function or a different taaa,
belonging to a separate loan~follow-up depnrtmont {u turning in favour of the
latter solution,

“4s By usiag the same loan operetions staff to supervise and follow—up o

projeot after its completion and gone into production assures . cortain
oontimuity in the relatiomship with the borrower, ospecially for Iuture exys-sion
of the business, but oould om the othor hond lead to some covarinz up of

nistakes in the origimal project appraical, There prewile also 2 roason of

oost cemsciousmess for' mot wsing the appraisal team for loar follow—up, ns the
professiemals of the appreisal tean are comparatively better qunlified oxperts,
commading higher mlaries.

9« A separate and imdependent loan follow—up department will be staffed by
officere, whe, as investimiors, have boen subjeot to a different idnd of

treining, epbasising the competence t amlyse expartly the operatiomal
problems of » maufacturing enderprise.

9. The &uddes of & separete 1eoa followay department and the metheds
ompleyed are disenmeed ia Chapter VI, of this paper.

NTAL IS
N N WENdies doparinnd Bt shetentinte %o mnagment its work load
mnmuauma“mm-m
wmuma mi—mmu
mmm
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b) number and details of "Forml Lean applications” received and
prosent status,

9% From thes: statistios any imerdinate dolays will become apparent and
managemont has thus tho opportunity to call for aseelerated actien on ocevtein
projects or to decido on a re-organistion of tho departmont,

95« XINX IV shows samplos of proformas for tho monthly statemsats of a)
and b) mentioned above,

i 100, Othar statisticr referring %o loan sanosiens snd varicus related

1 periodical statoments ire tho comoors of the statistioal department, er the
officer in charge of statistios. It would not bo retiomal to pwt the bumies
of a rathor cxtansive statistical work on the operetions dopartmant. e

duties and thoe type of work of the statistioal departmeat {or ssotiem) will Ve
dealt with in a following chapter.

PR
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i UET LW JOUYQi-UP PRI ALY - INSPROTIQH TPORTS

101, Af%er a loan %0 an industrial enterprise ime hoen nanctioned and th-
legnl agresmats signed, the werk of the operations departmsnt hms been
completed and for practioal purposes all contacts with the vorrower havo
ceased. It is the follov~up department which froe thic stage on will be
oconoerwed with the projeot and that, until tne expiry of the loan period,
which say rm @ $0 10 years or more.

102. The basic doowments for she work of the follorup deprartment is the
projest appraisal report and the legal documemts. The appreimsl report definec
the project in terms of cost, means of fimancing, cost and details of tho
fized assets, construction and installation sohedule, the cest of producing
the goods, and asswning & rete of prodwction the profitability of the pro ject,
The legal documnts represent the tasis of the legal relationship between

the developamt bank and the compaey deing fimanced,

10}, While & project appreisal estimates the cest and the working of an

m,mthanenwmmmmmtmm
to be emtirely cerrect. Far %00 may factors mmy influsnce the perforwance
ond thus the fisansial @UBSess of the preject. Mollow—wp wark thereforo
reuires of those officers invelved in it a thorowsh wderstanding of o
company ‘s slaaging eperations and the abdility of dstesting in time any adverse
signs, whioh could lead %o a detericretion in the perforwmnce.

104, Ounsileriag %he muber of yoars & direct centest will have to be main-
tainsd Sotuten the dovelepmnt Mank and She borrower, the persomal links are
wst ANpartent in the building wp of an ¢ “Lmm relationship, Whether She
pevsambl liak is & 2onines divoster or & follow-wp offioer whe pags periodioal
visite, Mi¢ pwesmnlity and ths ettitule he adepls ia his sentaste with
mengument ok MOve & WRjer influshes n She POLMALORS Betvesn the two parties.
T¢ Wil S0 of WA %o e dovelopment task and %o 430 futwre relationship
i % NMerwp offioer athenie sup of the tderviews with the leaa agplieant
Gwing W sgviiotien S0ag, Whe bo will U5 in & pesities %o aplain befwre
2 clgitwe of Yo Lon- ik Jegal Mosummte W veyulsummts fup the
folloray s, Tar tos ofbm W Wovewsr SpMEES % cangly vith the
‘ . | ,
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ecuse that he was not proporly informod of his mny oblimtions, The loan
agreement includes tic ciw *e for co—oporation of the borrover vith the follow=
up departmont, but if he in wwilling, very little can be done to forve him
and it {8 harly thinknhle that t'ie bank would recall tlo loan for this

roason, altlioush it couli be legmll justified.

105, "he recluctance of horreuers to provide the wrious statenemts and
general information on tie performance of the esnterprise once thay have
received their mone;” makos long~term follow up very diffioult, During the
appraisnl phase it is comparati=ely oamy for tho development dan: to odtain
all the data and statements required since it has considerebloe leverage over
tie Lorrower. .\fter Lo has received hir funds, ho quicily becomes leee
interestod in providing the profit and lcss statement, lalance sheets and
operatin; reports that ars essantial to an offioient follow-up procedusmre,

106, After maintaining the valuc of tho seourity for a loan, thir relwstance
for oo-oporation Lecomee probably the second s *wt important problem for the
manaoment of the developmunt bani to solve.

107  he nocesaeity for loan follow wp im an soceptod fact by all develepment
haniers. The financo instituto, whioh has provided womey and facilities fer
t.» project mast keep in touch with its PrOgess 80 asm to e satisfied that
the intended objectives are pursuwsd and fulfilled, tiat the bank's imvestment
is safe and will becomd remmmeretive. lloreover, tho borrover himself will
benefit from tiic follow-wp schemc which shows wp the prosres and the patbless,
of which he might not alvays be avare, md the develogment bank omn be
expected to react readily when uxtermal support - fimsacial or otherwise ~
will be needed.

103, Although surveys have Leen made in industrialised ocunteios to
asoartain the reason for the failure of mnufacturing mtayrises, no such
date are awilable for developing ocoumtries; it is indieative thnt abowd
50 " of Memlawptoies or liguidations were dus %o insempetence and abowd

2) ¥ &ms %o laok of mnagerial experiono-, Transposing these er sinilap
perosntags to developiag commtries, 1t will be seen Sint dovelepunt Sasln
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ocak best swpert their clients by supervision in these areas, onoe follow-up
informmiien has brought thea to light,

109. PO FEATH: Thare aro two min phasos of a project -

oonstruotion and production.

») Daring the construotion phase it is tho prectico to roquire the
bosrowes to submit progress reports overy three monthe., Should ho comply
vith this request, an inspection visit by the Lank's engineor overy six
sorthe is recommended to vorify the informution ~iven. If the requests
remin wasswered, the dewvslopment bank has to oarry out tho throo-g-~thly
inspections by i¢s own follow-up officer.

Por the whole comstruction period only the visits of an axperiencod
enginear are required,

At the complution of oonstruction and tho start of trial runs a final
construction report has to be prepared,

Mmmmmmmmtwmmmod-umw the
borrouer® or by the Pellow—up engineer.

AEX Vs Qearterly Inspection Report on Comstruotion

AR YI: Fimal Construotion Neport

Beth Feport forws are as far as possible complets and being rether
oxtensive i eontents, may be adaptod to tho neods of the follow-up depastment.

Thres min aress of investigation deserve attention, mmsly:

~ Avveagement of Timsnce. 1s the company (or ontreprenewr) in possession
dhmtﬁhumwmtuadammthm three
atds or wmtil completion?

-~ Bslays ia eonsterwrtion. If there is delay in comstruwotion what are
e campes? Bow can the dovel. pment bank assist? Iy vind amount
Will %he sort of the preject inswense!?

~ Ovelm in cests, mmwmmmauw:-,
& amilfantes, in mohinewy, in installation coste? Amd iy?
Bow Wil $he evaswuns be paid? -

mMQ;m“Mhhww

9 Shon to 400 Meoverte for completien of She cmstwwotien
Gtails, e efix “Mampesiion” should bo tetitved,




b) is soon a8 trial runs are satisfactorily complotod, the prodwtiom
phasc starts,

Uswally, Cavelopmont banks requir: a roport on the oporations of the
enterprisc overy ¢ monmths. Horo agnin, if the request remmins mAnsSwered,
the follow-up department has to send its offiocer to investigate and to
complete the inspeotion report,

On tha completion of tho financial yoar, tho borrower has to submit
to the dovelopment bank its financial reports, thnt is the profit and less
acoount and the balanco sheet. Delays ocour ofton in the preparation of these
reports and the usual requect is first for drefts, and later for audited
ocopios,

In the me irrity of casos those inspootion visits arc mnde by anm «xperienced
acoountant,

Should it bocome cloar during the inspootion visit that techniocal or
production probtlems endanger the progross of the entarprise, the engimeer i
will Yo called in for advice.

A saple of a roport form is given {n A VII:i"Half Yearly Inspesticn
llepoxrt on Oporetions of Lanufacturing Industries”, which could be reviged
if needed,

During tho produotion phese a number of imported aspects should be
thoroughly investigated, ast

- Working oapital. liow moh is roquired and how muwoh unu»m
Have oommeroial ban): borrowings inoroased?

« .anagoment, Is management in its capability to orgonise and ywa the .
onterprise living up to expeotation? Is produotion, sales amd ad~
sinistration well orpaniscd?

? - Produwotion. Havoe troubles arisen in produsticn? Ilow serious are Shay?
- Bw mterials. Is $ho flov of rew materials for produstion satis-
4 factory? If not, wimt assistancc would be roquired?
- Narkoting probloms, Can tho total of production be msold? Are smles
MMssIRlly or at o steady pace tha wholo yoar rownd? Are the stecks

of finished goods lawger than roquired? Must ywedwotten bo velwsed

A% certain timme?
«= Other prodtlems. Are thay any and of wint natwre?

SO S
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FROCESSING OF JIWPORTS:

110, Inspection reports reaching the loan follow-up dopartmont, whether
propared by tho borrowsr or by tho dov.lopment bank's inspocting officer, as
woll as the yoarly or half-yoarly financial statoments, havo to bo procossod,
moanin; that a sorutiny of thu obtained faots and figuren hac to bo carricd
out and, if rogquired, an applioable action has to be imitiatod. Showld tac
followp department not act accordingly and for instanco only file away tie
reports, tho whole purposo of loan follow-up is dofeated,

111, 4s 1t 1is hardly feasiblc to enumeratc horc all the advorne aspects

which oould impair the orderly progress of an enterprise, nor the kind of
advice or effectivo assistance the dovelopmant bank can mivo, it must be loft
to the experienco and tho business acwmen of the dopartmental managoer to docide
on the stepa to bo taken. Uswlly thos> will Y¢ on tirec lovals:

= mking recommondations to tho managoment of the ontorprise

- requesting the experts of tho development bank to assist in cloaring
uwp oertain diffioultiss

= informing tho mnagement of tho dovelopment bank of the grave
oirowmstances, endangering the financial position of tho ontarprise
and oonsequently the loan itself,

112, Comsidering the long dwetion of a loan, an analytioal ocomparison tablo

will fasilitate & quick servey of tho progress of a company from yoar to year,

based on the following figures:

1 Second { Thixd |{Pourth | cceee
* w

Faid wp shasre capital

Hediwn and leng Vern loans
Current aseets

Cureent 13abilities
Predmtion i mits

Drilised pageentage of capecily
Total Males

Profit Wfere Tax

Prefit after tax | | | |

. v e
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113, Suoh a comparison tablo securod to the inside of the filo cover revesls
at a glanoc tho mnin corporate fisurcs of an entorprisa.

DISHURS - 277 o) ROCOVRY OF LOAY INGTALICIMS:

114, Borcides the continual suporvision of an cntorprinu fismnood by the bdamk
and to ohserve itn projriss, tlc follow-up dopartmunt has also two additiemal
functions to ful’ill, namoly the warrantad and tiamly issue of disbursemsnt

instructiine to thi. finonecc department and tic rocovory of loan ingtalments,
when overduc,

115, Mehurscmont instructions: In Clapter ¥, ad %), Mawe 25, tic advantage
of authorizin; the loan follew—-up Jdopartment to issuc roloaso instrectioms
for disbursomonts and lotters of crcdit s beon dinousred wnd this procedwro
rocommendod. in envuiry han showm t'nt the mjority of the lon~ cstablished
dovolopment banks have adopted this method as boimg mowe effective tham the
provious ono when tho loan oporations departmont was ohorged with the
disbursement procodure,

115, lecovery of ovordus iastalments; liany industrial dovelopaont bamim will
208 agroc with tho allocation of this duty to the loan followwp dopartment,
maintaining the beliof that this is a funotion of the finanoe departwsmt.

If remindars sent by mail to borrowers would sssuro the recovery of ovesdm
instalmonts, tho contontion would be justified to0 losve tiis mtter withia
the Jesdiction of the financo department. lowever, the paymoat recesrd of
borrowers in tho doveloping countrios is, in gonernl, far from mtisfactewy
and parsonal intervontion, prossing for sottlement cr 'dwmisg' 1s aa oftem
usod way of handling swh situstions. Tho prectice cenfirmed that 'deniag!
is more offectively ocarried out by tao follow=up officer than Yy an sscoumtamt
who would not te awaro of the existing business and fimameial sitwation of
the onterpriso nor would he have tho dosired parsomal relasiemship with She
barrover.

117. The follawup department will hawve to work §n close co-eperwtien with
the acoounts seotion, whioh will supply the netices of overdw instelmsmbe
as well as those of payments received of swsh overdws iastalanssts.

L
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17 Tama-emant a8 te e Rep: poated of t.e pro-vese and ' & actml ‘ork
performmd ‘v the loan=follow-up depariment (and at 1+a8® ever ment: ! rpo.
statemsnts su'mitted).

119, '4%h the increasins number of loans and t' o Pe=™ of * o |- \mtpial
development lank, & pericdical reporting svstem for $h@ i-forwmtio of mia ewe: '
is indispinsabie. The sconer the system of penartin; statements is intre luced,
the quisise the persemmel ~eis aceustonsd tc make this an "autommtis” dwty

n & oertain date,

120, Of the dwtiee of the follew—up department, dealt wit se far im thi-
paper, the inspestion of ewterprises, the relesne inctructions for dis-
bursemsnt and the resevery of ovesdw instalments ‘ould he the mai .reac
vhere periodie reperting statemsats to man~emsat are re-uired. Additionaily,
the pesitien of lean eases wder l1itimtion imu to he reviwed and reporied,

a) Jwwmney Repewt of Inspectien of Prejests. ™e inspsction officer
subaits ou his retwm frem an lnspestion his repast by wsin: tha apprepriite
pro~formn (ne pov ippendix V., V1., or VIL.) and the officestin—cher~e
precesess the repart s the lines already indicated. i swmary repert m
inspestiions, prepased meathly, ae shown ia JITX VIII, will iaform mamm 'ement
of the %otal of iaspestiions carried ot as well as the inspentien precresms
for the fellaring memth,

b) Commmoemsnt of Prodwtion. . mathly etatement of projsets whiel
have desn suploted snd started regular predustion 1o of spesial cemcemm 1o
mangenent. Rither sertain agreosments with besvewsre are ceming imte feree
o visite lave %o bo wrvanged, dut mialy ™as smet has Ve Tepert te govern-
nent the omplotion of prejests, flaansed Wy the lastitution. Usmlly 1t o
alse gued publie relation %o advartise these ovemts,

UNK B chows %o pro-fomm for this mathly statemmen,

A oy @»ll Y givn Ve e aagiasere of the speretions dopartasnd
vhe will aote %o start of produstden o els files.
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c) Lean Casos wder Litimtion. The leaa agremmt spesifies the sename
and the lecnl means fer & recall of & lean. Nem-yapmat of the talense of
the principal, intereets and >4har ooste leads %o itigtion, initiated and
owpervised by the legal sectien. Court capee san aly b started vith the
avthorismtion of mmmasement,

IS is houever the duty of the lesa fellar-p dpartasnt %S¢ prepase he
oaso Wd to collvet all desumsnte fer the law-wuit, lumgemant, the fiqERSe
depariment and the legal sestion mact peceive ¢ Somney stetemunt of all aswig
instituted and old lav eases ot least ence & memth; the follewsegy Sopnsbmumt
vill prepare such 1 statement and will sumit 1% ovasy memth %o the abowe
named,

.\:mxuaqxop’-m-f-rwmmm“

MCWM‘M“M%M‘“‘W“U“
8 larcer nbeR of lavuite, mangemmt vill bo vitlly taterestel in roviertas
fmﬂ.-toﬂ-.\homlln‘.“nll“&:m.““*
precress mde and 1o knew the tetal amwts iavelwed ia 110igntien,

Swch & suumey of ‘otale is wwally prepared W i followg dopnotunnt
oVery qEarter of the year in the fellewiag ferms

WAL Revie f lene M
LB @TYYTTTTITITITID Uiy

Fee of anawe s
e Valwe of

-

3. ® ined

3¢ Jnlanse (1.8, Tuite pemidar
in Cowrte)

4e Juits wtil] % be filed

5« Total () ¢+ 4)

3 Valw of

e , ( o Ae8)
. B

oougprenise
3o Tosowries cutetanding
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¢) Bedease Instrwstien for Disdwrscmmnt, It .me already boen determined
et selase insteuwstion for Htweemat o %o fimanee Aopartment (or
Mrtrustions far the Loow of letters of oredit) are more axpediontly dealt
vith g 2o follorap than V0 eparntions deprtaent.

Nebwoamats sman 2 redwtion of the development baak's available
mwuum—nxmmnmmuwummsmuv
«munwm«mnufnm&-. 1 statoment of
nu—-ws-.-cm-mn-umum is dou>tloss
of mier iapertance ¢ maagumt and the flmaase departnent; it has te be
.“Mbihfclmwn\hdd.ﬁmk.

Poie ¢ ool AU A ]

121, Overduse, the new-veseiwed iastalmsmts, when dus, are protally ome
of e biggeet prellens of indwtrial dovelopant Mmaks in developing cowmtries.

2. Sum of %o cmsoquencsss of dispropertionnte everduse ares

= The predoteruined fimasial bufget of the inetitwiion is upeet

=~ owmilable funds for aev lenns are redused

= the tastitwiien gots witimtely imwived in laweouits

-Q-M!d\hfolhrn“‘-‘“-dofmm

= 1ast Wt a0t least, the prelnbility of soowring nev loans frem
Govepmmsnte er intavmntionn] ageneies is rodsed.

123 IV 1o therefore midervienda’iieo that overy developmemt teak mime o
mmummumvuum-—m—cum
umummmm—u-m.m:mm |
e Wasls for frther avtiens.

186 e stotenmte are roquised %¢ give mmagansat & olear ploture of the
vl posdtion. mmuawmmm-—d
sk Worenw enf Mo wgnid lastalamts, the sssend & swmNY stetemmmt,
$viag e Wtals of all ovesbuss. Jch of W twe stotenmts 19 swbdivided
1a fowr tan pestodn o dhov the daleg viieh Moo covumed,




12). These two statemontn have tc be submitted overy month to maagement
wd tho fimnoe department,

126, AMNEX XII clows tho pro~foren for overduos of all cases with the
nomos of anch “Horrower.

127, ARMCX AIIT chows the pro~forma for a suwxary of the overdws as well as
tic loan position of tho institution.

128, The most conweniont method to asoertain overduse is the we of o dlary;
oaoch page represonting a due dato, is subdivided into colwme for the name of
the borrowsr, tho prinoipal of the instalment dus, the interests dus, and

tho oorresyondin: colugms for the principal pnid, the interest paid amd for

the datc of paymont, i\n additional colum for remrks my prove helpful. »

129, The propartion of tio two statomonts Presupposos a close co~operation
botweon the accounts soction of tho finance departmont and the follow-wp
dopartment. ..o already montioned, tic acoounts section informs daily She
follow—up dopartmant of all unpcid instalmonts and interests, M™is is
oonveniontl: done by a ocopy of tic uswal romimdor to tho borrower, 1 secomd
rominder, stronger worded, is sant 10 or ¥4 days lator, agnin with a oepy to
tho follow-up dopartment., If wstill no payment is rocoivod, the follow-p
department starts ite 'dunning' action on theborrowor, On receipt of the
ponies due, tho avcounts seotion comfirms thu roceipt amin with & cogy do

thu follovmup department, In this Wy no additional work is put on the
acocunts section,

b 130, The task of preparin: t1o twe overduo ctatemonts oould ales be shifted
to the accounts soction, in which casc tho copios would go %0 the follewgp
doportment for subsoquent dwming action. Suoh & decision for prejareties
of these statements Yy the ascouwms soction will prodably be {afluneaved by .
he comparative strength of the staff of the #wo sroups aad the organisntiemnl
cepabilities of the officers~in~charge. s howewer the reperting duty to

‘M« mosgentnt on ovurdues and the 'duming' sotivity are clmb related, {4t

s soams that thay am best assigned to the follow-up Gepartment.

e S RN, TR




131, It bas been memtionod in proviows chapters that after tho sanotion of
a loan, the operations dopartmont disasscointos itosclf from tho projoot and
has, for all preoctionl PFposes, very little or ao Jnowlodgo of the ultimte
development and the aotual pexformnco of tho ontorprise, financed by the
developmmmt dank,

132, A feod~back servios of informntion en construction and production of
projects by the follow—wp to the cparwtions departmont i1l allow a chook

on *h effissqy of the approisul technique wsod. It :rill diecloso oortain
aspects wiioch ceuld hawe a far-reaching izportance for specifio industrios,
constrwotion methods er mriet exploitation. The information such a food-back
provides and the lessons it teaches for we in futwre approisals will be of
wmique valwe $o the appraienl staly,

133, Tho iaforwmtion, Teveling tho divergence of appreissl and ostimtes
aginst the aotwal pewformnce of an enterprise can rofor to a multitulo
domndmw:rwmthM:

= oost of constrwotion

—~ delay in oonstruction

- o008t of raw mterials

- oost of produotion

= iaswfficlent workiag capital

- @solining mrkots

- overcapacity '

- {nflation

~ ohanging import dwties, otc,

134, Of sowes, m-mumzuunuw

135, AWQWMM&fMWMh: Tho offioer-
mdhnuﬂwmmumaw

Mn.mmmdmmhnucv“mm
vith besveowere, mmm»mm«mmummm
wmma—muummum.‘w
ooty oiting eue o muve e joct cases. ™e spantions depastment will rile
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these roport shoots induatry-wise; the experisnce acoumlated from following
up a oonsiderablo numbor of projeots of a particular iadwstry will oreate o

resorvoir of experionco for the bonefit of subsequent applicsgte aad for the
appraisal of thoir projeocts,

CTOTANG : OF TIE POLLOY-UP IRIPARTIINT

136, On the precoding pages the various functions of the follow—up dopartecnt
have been dosoribed in dutail, omphasising tho important role this departesst
plays in the organimtion of an industrinl development fimanoing institutien,

137, Swrprisingly, thore are still institutions in dewveloping cowmtries |
which have not yot recognised tho faot that the follow-wp departmemt is ia |
faoct 2 key department, ossential to long-teawm bankiag operations. |

130, The full burden of follom-up doos not becoms apparent in an
institution's carly years. Onoce tho dovelopmemt bank gets imto full optwation,
tho impact of the bulli—up of loan oasos whioh remain pryetically withowt
suporvision is grave and ocan, wnder certain ciroumstances, endanger She
financial position of the bank,

139, Tho follow-up activify presents diverse problems and the staff of this
department has to be capablo of meeting thess problems. Tho basic require~-
pent for carrying out this fumction is o anticigate prodlems before they
booonemiouuﬂtomvﬁosthﬂbhmoiomth.-. The staff
of the follow<p depsartment mwst lave an adequato baokground, some in
angineering othars in accoumting and/or fimanoial analysis, and they must

be able to takc an overeall wview of problems facing a oowpany.

140, To bo aswured of an efficient parformmnoe of this dopartment, mamagement
should assign an oxperiemncod semior staff mesber as muager $0 the follawwp
dopartment and make this his full $im respomsidility. Ne will de ealled
won $0 tmin his staff on-the—-job, tut e should also arrangs speeial
$raining courses, as for instance lectwres Yy competent aunditore em havw %
«maine financial reporis; other lectures Wy well qualified enginesws on
mmm-cmmwmumauwm-
.M“M“o
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141 Statistics, im the form of statements are the results of compilation

of data on the activity and ¢t progroens of tho industria’ development finance
institution, &rewn wp in suoh a vay as to permit comparisons from momth to
month. They also show the changes in business transactions according to
various oclassifioations and type of tremssotion.

142, The statistios, as mentionad below, are mnagement's tool for polioy
dsoisions,

143, A fow executives believe that the maonthly issue of statistios is
wnecessary, as they oould cell at any timc for oertain 'ad aoc' statements
when required. But this view is inoegrect., '\d hoo! statementr take often
several days to prepare and create far more work tham a systemntic compilation
every moath, But unless mnagement peruses periodioally the vital data, it
will not be sware of the gredual changec in the bank's operations as the

'ad hoo! statemsnts, dus to the presewre of business, are not called for
often enough and mot at times when most noeded.

144, Bwtistios are also wed in variows forms and us extrects in public
relation, in advertising, in announcements and as a basis for decisions in
the board of direotors and amual geneval moetings,

145. Tw min activity of an industrial development bank is in the loan field;
thorefare loan statistios are singled out for discussion in this ochapter,

146, A s iadustrial developaent bank grows and the mumber of loans and
tbew-‘tdlmlm, 1% is imperetive for management to Jmow
at all t{me inte which of the wmrious classifioations these loans belong and
mmmmm.mtohmtotmtblmwuﬂhu
to put tn el em othare o aveid greve risks.

147, AR XIV dhows ¥he Jo-Cerm for he amihly, yearly and totel mmbers
-almdmwhm-dmm. In some
mmh‘umumnum.m

&
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of the developmeni bank, for instance for tha purchase of machinery, to
guarantoe the timely paymoent by tho entroprencur to the supplier, Harmgament
must know continuously tie tvpe and the amount of all oblimmtions sccepted
80 far for thoir fiturc decisions cn poliov; ospecially ac there are inherest
risks in issuing suarentcos on tehalf of entropronoure of which three ape
mentioned hera: |

- the entreprencur can not pay tho oreditor on time for lack of fumds

— the maohinory or thc foods have not hoen supplied ocoerectly to
specification, A nonflict arises nnd payment is withheld

- arantees ara abtlished mainly in foroign ocurrencioes and should
a dovaluation of the local currency ocowr, the development bank
my, under certain circumstances, suffer lossce on the guarentes

transactior.

148, AN XV ie a sample pro~forma, showing the numbor of loan applioations
received for the monti and the total of ponding cases as well as the amewmis
involved in local and foroisn curroncies. 1\ reoviow will indicate to

whether promotional activity for industrial investmonts should be mm
reduced as woll as the oxtent of work-loacd on the loan nperations departmmt,

149, AUMMX XVI  ic a pro—formm, civing details of individual loans sanotioned
during thc month. This statoment is iatendod meinly for transmittal to
Government, but also for the information of tho board, l.rger squity holders,
international londing agencicn and the institution's officers,

150, JAMTX ZVII outlines a summary *-atoment of loans sanctioned for the
month, year and since the inception of the bank, giving tho amoumt of lessl
and foreign currencies as wall as the geographiocal regions of the snterprises,

151, In the sample proforms,only two regions are shown, however acocording
$0 necessity additional resions can be added as required,

152, This as well as all following statements show the distribution of loans

according 40 geographiocal regions which is an important aspeot for the
devolopment bamk's policy. The statwtes of an irdustrial development bk
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o early states the mecessity to diversify investments among various industrien;
vary often diwersifiocatior acoording to regions of the country is impoeed,
mainly with the aim of developing the ar and underdeve oped regions.

'3« AMEEX XVIII {ntrodwoes a clasnification of ranrtioned loans to neu

and existing indwstries for the month, year and the totai since inception,
regionwise and in loocal amd foreigm owrency. Aigain a policy change of tic
bank. my be decided upon when the finn! figuros of thin ntatoment are analyzed,

154, AT XX shows a pro~form, ~laseifin- the sanctionod loans induntry-
wise for tho menth, year and the total since inceptior. in looal an! foreign
currency and according to regions., This statsmont ia prcboahly one of the most
important ones for policy @ecisions by mamarenent. Diversification »f inancial
assistance to the wvarious typee of industry is A predetermined progremm. of
noarly svery development banl:,

155, AMEX XX and XXI are bot! samplos of finmancial statomeute, the firat
shotwring the lean total in looal, the second in foroim currency broken down
into the actwml sises of sanctioned loans for the month, the year and since
inocption as well as regiom-wise,

156, From these statemsnts management is in a position to judge in whioh sises
of loan slabs $heir main activity is concontrated, also the proportion of

iocal fo fereign ourrenay loans and th ir distridution o\ the regions,

The fizwes pressnted will bo of walue to management and the finance department;
they will effectively support a roquest to tho home governmont for looal
currency loans or to0 foreign govermmnts and intermational lending agencies

for foselgn swrrency loans.

157. 1 larger yamge of statemmts on other than loan aotivities mmy be required
fWQMIWMI.MIWMlk, but they have to B developed
to th%*‘“iﬂttﬁi&muﬂhtg 4 $o fulfill sheir puwpoes

in showing 4 tequivet inforuntion, '

158. wwlly mm is entrwsted vith the task of timely completion of
81l stativtien) vintanants; ia larger institutions & statistical oell perferms
this werk enplaping in aldition %0 10 offiowr severul olers.

' ]
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159, ™o ormandsation of tho fimnce department of an indwstrial developmant
bank depcnds lorgely on the siz: oi' the institution whicl in twwm omn de

dofined by the number and the totnl amoumt of loans outstandimg. In & mewly
aptuatVlished Sr smller dovel pment hani there will not bo too many organimtioasl
problems t~ He solved wiica a capable and exporioncod chiof agcoumtant,
oventuilly with the .sr-istanoe ¢f an auditer, could not handle satisfesoterily.

160, s ~ developmont Lan: growc and the number of loans increase, ospeoially
when branch officen are ostablishod, a set of funotions orystalliso which
ultimately arc assigned to individual nections, each taking cere of a part
of $ho duties of tle finance dcpartment, Genorally, thesc fumotions oan de
identifiod as ~ accounting

~ hoolloepin ;

-~ awditin~

~ igguint lettors of oredit t

- donling in foreig: owchange

-+ dopoeait hanldng,

161, Yo attempt i~ mnde horc to outline an orsnnisstional plan for the

finanoo departmont, as this will depend on the line of commmmd of the iastitwbice
and the specific conditionr of departmental work distribution as well as on

the number and complexity of soporting recussts the mana; meat majes on this
department,

162, Ilocounting: .icoounting consists of evolving and ocarryiag out proosiwres
for rocording, classifyinz and interpreting seleoted transactioms of the
development bank to promoto effoctive administration. \ocoumting amd similas
information — control mystoms sast sexrve tho neads of those who direct the
organisation. Irom time to time the chief accowrtimg efficer, often desigmted
as Controller, will oonfer with mnagement whioh fastwsl infopmation should be
added to the periodical or occasional reports %o allow better mpmvisiea

and improved condwt of tho bank's affairs., Intermal reports $o masgemmt
will cover a wide range of subject matters, from the daily sremssotiens 1
oash and soouritios to thu draft of the yearly or half-yemrly balance sty

[
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103  Bookkeeping: DBookkoeping is the rocording bSranch of accounting minly
concerned with tha.day-to-<ay upkeep of tlo lodgers and the periodiocal
woumlation of firwer, lspsoially ir the fisld of hookimepin; labour
saving devices are used noinl g frequ- it ly for the proce . of recording
tronsactions, by achioving simplification tiwouch mechanisation., ‘ven

irn sedium~eisod development banks o repid expansior. »f oiectronic accounting,
tabulating and ocaloulating mmohines can be obmorved,

164, Jwditing: larger instisutions hav. lataly alno introduced internal
auditing. in intermal auditor exnaines vowchers, documonts and Tinanciai
reports for tiedr corrootness, but detarmines mainly whetisr the remuire-
monts of the accowmting aystoz are bein; mot offectivuly and whether the
eyvtem is adequate for the noeds of munnsment. Intermal awl.ting ir also a
mnagerial oontrol for the effootivenass ¢f -t%er oontrols built inte the
acoounting system., L. auditor is also responainio for the Arafting of the
{inanoial reports, namely tio balanco aheot and t-o rrofit and 1nms account,

165, Letters of oredit:
Foreign Brohange Mrannactions: Theso tio functions are usunlly combined
and performed by the same section of the fimance depnrtaent.

166, TPoreign exchange funds are generally provided by foreism govermments

or intesmational lending agoncies to industrial developmant banis and manage-
mont for the prarpose of their investae:.t decisions mugt ' kept informod
regularly of the awilable valance and the commitments already made.

167, Two statements will be holpful for which pro—~formas are showm in:

ARCZX XIXIX *Veekly statement of I tters of Credit opsmed (Cash trans-
actions or Ouasantess issued)" and

AN XXIIT “Portaightly Position of exis@dn; I.ines of Credit awilable
with the Bawh,*

168, Depesit BmaXing: Proquutly, an industrial developmat bank needs for
twmmwuhlmlmtmmthm
eovermamt and otine Svisuee, If govevnment is not prepsel %o adwanos
sddivionsl letnl owremsy fends, the dovelopumt dank with govermment's
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approwel promotes among the publio sector a deposit banking scheme, thus
assisting the govermment's drive to mohilise domestioc resources for the
implementation of industrial development. The industrial development damk
usually accepts medium term depozits . interest ratesdli htly hisher than
the going market rate for saving accounts to attrmot the averege invests
Seldom are also short term deposits soucht, as this would only aggrevwAie
the already sxisting competition with commeroial banks,

159, As deposit banking, whether on short, medium or long term, is subjesd
to the stipulations of the "Commeroial Dankin; iet", the obligstcay reperits
mst be submitted to the treasury or tis ministry of fi-mnos ad all obher
regulationc obeyed, unless the state lezislatese exeuii? the development
bank from the relevant provisions of the \ct, |
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X, __THS ORQANITATION CHART

170, The organisstion ohart of an inssitution, a basic managoment tool,
outlines the structure of outlority reintionship. luthority is ‘efine' as
the right and power to act. In this sence, perusing the organization chart,
authority flows lown in an organisation, from the stockhol lers to the

board of 4irectors, to the chief executive, to the lepartmental managers
and then to the higher an! lower echelons of the staff,

171, In an industria‘ levelopment bani, the line of authority is comparatively
shows, especially with small- an! mediur-sisc! institutions, yet lue to
funotional specialisatior. a number of .epartments will rani: on the chart
birisontally side by sile and of near equal importance.

172, An organisation chart is without 'oubt a prerequisite for the internal
organization of the institution an! shoull be revisws! from yoar to year, as
ohanges coour in the light of experiencos ¢aine', eepecially in work listri-
bution, or in ocase of allitional appointments to the sanagerial caédve,

173, The activities of an industrinl levolopmont bank len! themselves
favourably to departmentation. The purpose of lopartmontation is to specialise
activities, simplify the task of managors an' msintain ocontrol.

174, However, s department is not & ' dnglom” in itself it is part of the
vhole organisation and estadlishing commmioation anl! co-ordination is an
essential part of msegement!c duties, Commmmiocation of mnagewments aing
anl objeotivew is conveyed to the organisation Wy three cevices, in one
form or another:

= policies; principles or rules of sction, showing alsc the aime
of the organimation

= standamds] types or models ¥n adhore to during the work, whether thay
nr-»m. follow=up, acoounting, reporting or any other

= {1rosdimn] mamls; detailed tastructiens, specifying how to perform
e atmigned werk in stages $o resch $ho best results coonomically amd
My cosperution vith other departwents is to be achieved.
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175« Ovganisation charts differ frem ene institwiion V¢ another and a0
definite suggestion for a standasrd model 15 Leing made. Nevertheless, tdoee
rendon saaple charts of dovelopment Lanks, eparating ot of ene wnia offtes
without brenches, are repreduced, referring ia
A U1V t0 a newly established or msdesutely-sioed instituticn, fa
AU X V¥ to an estadlished and medium~aised institvtion and 1a
AUX _CVI te an old estadlished and large inetitution,

176, It is aseumed that the charts are self-emplamatery aad & not requise
further commmata.

177. 1In the fellewing chapter X the iype of ergnisntion will Ve refepved

to vhich appears apprepriste fer large induwstrial dovelepment Washe, epesuting
tsugh of fices ia varieus regious of their coumtry.

178, 1 temtative organimtion ehart for sush iastitutes 18 shows 18
APPIIMIX XXV1I.




17)e Teamsh offtecs of an indwstpial ovelcpment wank ai» estabdblizqad when
ro rephical dimsusions cf a coumtry make lean sperationr, lire~ted (ror lead-
quariers, diffieult and empensive, oeporeially in arens Mich show 3 marke!
sconomic and industrial dewlioppwnt, |\ wwly eetablished institution Jusrin,
the (irst years will sand thetr offiners free headrenrtors into the riel1,

in later yeare en resegnising a favewradle investasat slimmte sad in anticle
puiien of ouffietent lean demnde drench sffices in other toms will be
sctablinhed,

100, 1a the laogee doveleping somtiries wita mpid eromemi. ,rewth and

last moving industrialisntion same Govelopment Yanks eperate 1 reat

maber of beansh offiees, o tem 17 or mere. Mould sush of fi0es e iept

on 2 amll srale and ' mere of & representative type, *he .low of loma wor:
vith all % istricate pagtioulars ¢ head-office J N .hor precessing would
ropresemt often an wEmmngeadic lend, sntailing long drawn—owt cerrerependence
and poveistent dolays sad vosulting ‘n inefficioney.

131, On the other hand, 1% lae proven to be o Bistale V¢ organise tvassh
mquﬂMﬂudntmmnmw
sei=up as the head offiee, u.bﬂﬁafdbml-nnmunmun,
mrawg.mumunuammsnmsm In
Nher vesde, oWSy Wensh office would bo viFtmlly & “Govelepment bank® of
ite am, This solwiion 10 suita™ie for & Weash ofT100 of A cemmoveial bamk
Wt 12 .ar S0 cenlly fer e infusteial developmant haak,

132, mmmuhmuummmmtmumx-
wtnu.muu—omumlm.‘im

183, mmwmuwmmdmuuw
ia the 00 of P %0 %a Muask offices Vo distrtdute the min Pumticns
dm—-mmmmmummms wvith
-u-—--mx—-am-ua.um.wut.un
nllwhhnwcﬂmd“mm
fantiens are et Wotusms Wwendd offics, segiomsi ofTio0 end hond ofTice.
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This asans tiat 3 eertain functiion iz porformsd where 1% can Yo Sne mupe
ocenveniently, fastor and more ecememically.

164 Te name these fwnctiiens, s tentative rewiine list 11 givea hevewithe

1. Promstien

2, Disowssion and Clarification of the I'rejest

Jo Prelimimary loan Application (Assistance)

4. Tormnl Lean Application (Aseistance)

5« Jettliag of Ire jest Details s Masneial CondiSions
6e Crodit Iawesti meion

T Appraimal: Toemsmic Neseapeh

3. Teemiical \ppraisal

% Finamcial \nalysis

10. Loan .amotien

11, Centrulised Lean Juperrisiea

12, Doswssntation (wertmge and other legal papere)
13, Lean igreenent (1e.21 lean comtvaet)

14, letter of Credits, Peveigm whange Trunsaetiens

15. Acwwmts
17. Natistbes

18, Awiit and Inspection of Dyumch Offices
15, dministreation, :stablihment, Fersemnel
20, Public Melations

1. Staff Trainiag

22, Orgmimtion and ‘etheds

165, The distridwtion of funstions, or ia ¢ther wepds th¢ asbun] werk ¢ b
porfermed ia mitiple Loanch cDevations, deponie lasgely en the goagiaghienl
sise of the oowmntry Gnd the iadustrial petential, .vidently, = fise sules
oan be established, bwt Iaving offieiesy and coenety of pEAigs in mind,
the enclesed tadle in YN X KIY1L] ottempte to give an overull piotwe fur e
distrivution of Numetions of an indwirial dewslopmeat ‘ask crpnnisntion fup

smnl’=, mediww- and lapgo-eise sowtiries with amll, wilap and lamgpe

iadusirial petential, shoving aa vwovmsd mwber of dounshes, a9 woll

a8 the intermodiary pesition of a Pegional offiee,

106, Pumetions | %0 4 iasluwsive (Premstion, Diocussion and Clastfientoen,
Prelisisasy Lesa ipplicsticn ani Perml lLeaa Appliestien) ese fa all ol
wristions assigned te the Yeunch office. %o 15 alse fumetion 5 (SetSlitag
of Projest Doteils), Mvewan, with ispertant pre jeets vithin the Jwialieottien
of & soglonal offiee the wark 10 shasred Lobwnen the S,




-5 -

17 Prejest sppeaianl wd ro-ert PAtIne 15 bunt emrris! out ' th: Lppriiaal
feams of the Doad offioe, The ‘remch offices, net bein, under Postional control,
vill semd e fully deovmented files %0 h.ad offtea for JWtoar processin”

and fep sulnittal of lona sanetien Wy Whe board of directors or the sxocutive
cemmittes, “wmetions 7 ts & tmelusiwe refer to this preced e,

T If hovewer, 2 majer orraaimtion it . %o 15 {or ower] ranoh offices
aad with o sofrer wiing large nwmher Sf pro - ota woild overleadl tie loam
sperations doparimemt, bettienecks wre like!+ to ococur, TMerefore, where
regloaal offices exist, it ie Pecommmie. to presess nd propare peo ject
\ppraisnl reporis by eno or twe mulified Apprisal teamw of the rociomal
office and fosnmrd owsh completod prepemls to the head office for sanction,
L Parther eomsideration speaks fer Shia precedurc of regiomn! appraienl;
wrlly the beasd of Aipectiore delognte tc Vho ro_iom] centrelley 4isoretiomary
powers %e mastion oredit wertly leans W te a #titet! amount, Juch lean::,
sppreiond and mastioned by the reglemal offics w«ill net suffer delays and
oAl be completed tn & fow veolm anl wil! et add work %o the oporntions
dopartmamt of She head—effice,

1.0 Comtvalioet supswrvision of leans (Pamctien 11) nee %o to cxereised by
!uhmthmdlﬂmum Per polioy
hohu-numuuunnm-fu-u-uouutmtmunsm
ve-divistien of lesal and fereigpn oWrTencios, the recieas, tim wricw
Ladwiries and Shs 04see of lenns, all tises cemputations ase given ia the
m-mmum. VI - Natisties. 'Men recomeadisg
pquwu&munnn«-mw-nuunenmu
th!‘qm#hhn“hp.rt—tummnu“d
wwmm“udmm.wtwumm

190, Pamottien e, 12, ﬁﬂwndmul,fn the iaplemsntation
dmmu‘.mwaumumm
ofTicen, oasiemnlly vtth e assistanse of the peglem] office.
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191, Munction No. 13, the preparation of tio loan and moTignie agroement,
s thc s0lc rospousinility cf the lauyor for tho le,nl departmemt) of tho
head-offico,

192, Ample oppartunitios for imtrouwsing @schanization are givea in the
ar 2 of funotion 14 (lottur of Crodit, Foroi_n xohango Tramsactiens),

15 | .coounts) and 17 (Utatistics), Thesc fumctions sliould definitely

romain undor tho jurisdiction of thc “ead offico where thoy will be performed

centrally for the wholc er;anization.

1,3, loan follow-up, function 1L, is logicalls a task for the bremch offioce,
supported and supervisod by t'w rogioml office, whenever applicadble, Maviag
initiatod the loan trnsaction and being noar tho financod enterprise is an
advantajc which is important to thc imposed follow-up preceduwrsc. The persemal
linkn of the bruneh officers is \ docisivo featuru in the btuilding=up of a
good rolationship botwoen the institution and the ontroprenswr, whioh should
onaole the follow-up oificor to carry out his inspeotion dutios in a frieadly
and co-operativo atmosniero,

194, Auwdit and Inspoction of braaches, function 1., is management’s teol

of control on thc actiritios of branch offices. In s large developmewt Senk
this function would tu oarried out Uy the intemmal awuditor, ia othere W 4de
hoad of tho aeccounts section or amr othcr officexr designated by the mamaging
direotor.

105, Mnctien 17 (.dministration,  stablishment and Persemmel) is olearly
o head-office funotion, taking oare of 1ll adainistrative duties assigned
to this section. Thc Chief .dministrative Officer will alne be in chawge
of Staff Treining (functien 21) and Organimation and lletheds (motion 22).

196, Public Relations (functien 20) i3 again & head office funetion amd
{s dirested by the munagin; director. Tho public rolatiems offiocer will
alse bs respomsiblc for advortising and tho prepasetion of anmual and other
periedical repowts.
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197. leetings have a special place in tho working pro¢remmo of an industrial
lovelopnent basik.

135, The first type of meetinrs ooncerns tho wri~us sta.os of projact
appreissl and are attcnded by the manacor and tho staff of tho iocan oporetions
dopartsent; the second are the meetings of the lcan committoe whish decidos
sn the basis of thc appraioal report vbhether the loan proposal couli ia its
proseat forn b recosmendcd to thae boari of dirsctors or the exocutive
osmmitteo for sanotion. Tha loan committee nonoists of the uizhcet ranking
exscutives of tha institution.

199. Hhen spproaching tho developmont tunk for a loan, the prospective
borrower has to i1l in a preliminary loan applioation. Tho sorutiny of this
applicetien oould beo carried out for instanco by the deputy mamaging director
and the maaager of the loan operation departwont, or any other two executives,
dosignated by the mamaging director, If it is approved im prinoiple, tho
prospectivo borrower will sdeit his "formal loan application”, which ic routed
to the loan eparations departmont for further procossing. The various ccomomio,
toohaical and commercial aspects of the application and the scheduling of work
for the proparetion of tho projcot appraisa]l report arc thon discussod in the
pro joot appraisal meetings,

200, Project Apmpreisnl liseting:: Of all the various functions of an industrial
dovelopment bank, the jimely preparetion of a high quality project appreissl
repert is, vithowt deudt, the most essential rocuirement for loan operations.

201, A methedical programming of projoct appraisal is nocewnary, as tho
preparstion of the report involves sevoral indepondently workiag professionals
(economist, engineer, financial analyst) and the credit iavestigator, requiring
s co~ordimtion of owbject mtter and time,

202, Troject appruimal mectings should de hold every week and the morning
or the aftermoen of a stipulated day should de reserved for this purpose
the wiele yorr round. In case there ae 20 Rew projectc %o discuss, the work
in~haad ceuld de reviewed,
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203. Tho manager of tho loan operations departssat or the depwty mamging
diroctor will ohair the mootings attendod by the team of professiomsls and the
crodit invostigator (part of the tims) , ontrustod with the appreimal of

pro jocts,

204, The process time roquired for tho completion of o~ appreisal repost
varies from casc to case, I\ multitude of extraneous facters oan couse waferesesa
dolays and a preciso dato for oomplotion of the repert can hardly be predioted,
1 cost conscious mnagement will cxamine periodioally the average time aseded
for a project appreionl, as this sector of loan operstions appears %0 bo the
most exponsive of tho wholo organimation,

205. The majority of appliocants complaim about the langth of tims the
dovolopment bank neods to sanction the loan. In far tco many cases these
oomplaints are justified,

206. To achiewve an improvemont fer shorteming the precessing tims, the
actual appraisnl work can be broken dows into three steps, vhish are disswsesd
belove The chairman of the meeting will fix for mhm-)tmﬂ
sutually agroed but firm time lisit for the work to be exsouted ia each step

207. An improvomont of the quality of project appreisml reperts is ssowred
byuoponmdimltouutho—ﬂtadcmjm,wthmu
transfer of experience by the ciairema and by the groving cellestive streagth
of the professicnals towards their ewn estimates amd recommenietions. Alse
vhen oach tean mesbor speaks adout aspeets of the appreisal whish are fevelpp
to his tasic training, he comiribwtos efton facts and experienses to the

solution of a problem. In short, every meeting is a kisd of semimar for the

improvemsnt of profossiomal knovledge.

208, The threc stepa of the progremmed project appruiml weuld o carried
out approxismtely in the following way.

209, Jtep Omes After copies of the bdorrowest fovmml lesn application hawe
been distributed to summummmtnu-m
or "prelininary” meeting & short '.ch-11st" (prebebly MAlf a page), head~
lining tho prodleis, emissions of —atc or iafernation and all other sbwevee
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I. INDUSTRLAL DRVILOMINT FINANCE DISTITUCIONS

D E‘zi EE’P 1013

1. The wswally applied dofinition of a: industrizi develcpment finnnce
institution as "an institut’ u walch pruvides oitior loans and/or cquity
to industrial projocts" ic not entircly correct, ncs only the financing
rolo is being montionod, “"Dovelopmont ' i~ ~u important an "financing",
The functions of devolopmont are less ohvious to the pukiic in general
than the fincnoing activity, which is publicized vy the number and oizo of
loans or cquity participation in industrial projootsn,

2. The mjority of the oxisting industrial developmont financo institutions

adopted the designation "industrinl dovolopmcmt bank” and aloo to kaep the

title short,in the following paragraphs “dovalopment bank' is Loeings used as
a substituie, .

3« As already implied, a truo dovelopment ban!: must perform two functions,
namoly a banking function and o dovolopment function,

4. Tho banking function, which is 3till tho min fiold of activity of the
development bank is to channel modium and long torm oapital to coonomic
MIOMG projacts in the industrial nootor. This doos not restrict the
fimanoing to fuctorios only, ofton infra-structural projects, co-operntives
ard smal} loan tssociations, supporting light and homo industrics are included
in the finanoing programme. Othor fir-..cial functions apply as much to banking
as tho invagimont in tho enuity of o company, tho gunrantocing of a loan by

a $drd parts to an industrial project, thc oarrying out of foreign exchange

~ trancictions and the active bolp in arranging "joint venture” projocts.

3+ Tw sotual dewolopment fupotions of a development bank will oxtend bayond
the Zimmnofsl activitios and will cover all or some of the following arecas:

o) Identifioation of viable projects. Nearly all developing countries
suffer, 1o & varying degros, from o shortago of capital, foreign oxchange,
teohnical and manngerinl rkill and thorefore full utilisation of all availadble
Tearuroos is roquirod to achieve accolemwted ccomomis dovelopment. The
maticen) plasning agemcy of the government is ontrusted to work out a short,
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fecte £ the loam spplication, which roquire olarification. 4lso commsnts
are requested from the mmager of tho follow—up do;crtnent om the uconomic
and commercial oconditions provailing i1 that particular {ndustry,

210, The chairman of the mooting will ro throw:i tF. checi=ligtc poirt—hy-
point and inetruct the tosr mombors on the aotion to .e takon, . will trer
fix s mtwmlly agreed date for tho presontation of a dreft roport fror cac)
professiom]l for a moting in ijw eeln timo, normally | to 4 wocks alead.

211, Jhould however t%; objoctions in thuso checl=11ists prowe that the
subnitted project is nefther viatle nor profitablc, the chairsan will inforn
2is higher-ranking executives and requost further inotructions,

212, Btep wo:  On the stipulatod date thu second or "intormodiary" moeting
1o beld, fer whioch each profesgiomal has prepared hiz draft roport in ceveral
coples. Those Gopies are distyibuted two days before the muetin- to the
ohairuan and the members, ™ chairman wil) road the draft ruporte during the
wotiing, give his comments anl iavitc obsarvations from tho profossionals,

213, The odairwan vill {ndicato tho correctioms or chances to bc made, will
sxaning the oredit imvestign’.om report, vill oheck the fimancial . otimetes
for mfety mrgins, disousr working oapital requiremsnts and vill formulate
the fimmoial comtitions and covenants to Mo imposed on the dorrowar,

14, Agatn 3 matwually agroed date vill be fiped, about ome to threc wooks
ahoad, for the lact and “fi{nal™ Beeting on & partioular projict,

215. Sep threes At this last and "fiml* meeting of a project tho combimed
rwdtbtm«mrmmuhﬂtmnuhm«mtm
chairmen vill cheok vhethes tho astruotions Lssusd at tho "{intormndiary”
msoting 2ove besm iacerporated and all fimacial and legal ocenditions clearly
stated,

216, mwummwhu.mmmmm
mmhmumwum.mmxum“«m
1&“&:““&”&‘1&.&!“&

L
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217. Projoct \ppraisal iicotin-s in Rogional Officeos:t The distridution of
functions in a largo and old cstablished industrial dovelopmont beank with sany
btronch of'icos Las beon discuaued in Claptor i and the ayatew of regions
introducod to vase, ameny: othors, the burden of appraisal work on thoe head

office,

21Cs  The recomonded "threo step! progremming of projcot appraissl resains
cxnctly thoe came as described abovo, only the moetingu will take place in the
regional, ingstead of tho hoad officeo and the chairmw of thu moeting wil)

bo the roghemal controllcor,

217, Usunlly, the region:l controller in ,jiven discrctionary powors to sanction
viatle loans up teo a cemtain limit and consoquently a jood numbor of loans

in thiz catogory will te approved in ti. rojional officea, once the project
appraisal reoport lixs been complctod, wiorcas the appraicel roports for loans

in oxcuas of the limit ar: bein; Corwardcl to the loan committoc of the head

office,

- -

220, The mana,cmont of overy induastrial dovelopment bank io anxiows to cnsure
that ths institution's appraisil michinery and ita proceduroc arev ufficient

and thorouch and taat its recommundationr arc banod on ob jeotive sorutiny and
analy~is. "o oxorcisc ilic nocsssary control, o loan committoc, oonsioting of
tho highost ranking cxcoutives of thc inptitution meots at fixed intorwals to
ctudy, chock and disows all projoct appraiml roports hoforo thay aro submittod
to ¥ Loard of dircctors or thc oxocutivoe committco for manotion of the _Jloan,
Lovaver, tho oxceutivor of tha loan committou should sco thoir relo as y

much more than that of cimply approving or disspproving tho propossl, preseated
by tiw complotod project appreisal roport, If thoy arc to be fully constructives
and holpful, thay chould be willing and ablo to sorve as o source of cxpert
advice and counsal in tho dovelopmont of tho projoot, evun at tho risk of having
to instruct tho loan operations dopartmont to ro-nogotiato coertain aspects with
tho prospoctive borrowars, inwolving a ro~writo of tho appraisal roport.




221, T loan comittes, as 1t conetsts of axecutives of the hoad officq,

is eit™~ comvensd at short notioo or will wmeat on stipulatod days, referatly
onoe & week, Bosides the earwtiny and verifioation of t:. projoct Apprainsal
reports, the reasons for delays in the procosaing of ubmitted projocte should
bo disowssed and romodies ougrested,

222, Owoe & project appraisal roport nn pnssod thu loan committau, {t {r
forwazded to $ha board of dirvotors or to the oxocutive committuo for fin.l
approval and sanction of the loan,
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223, Tae financial torme of a loan t - an industrial ecnterprise, as etipulated
in the loan agreement, opocify

= tho amont of tiue loan and the curroncy

- the period of the loan

- tlic rate cf interost

- thy "srace! pariod and

-~ the schadulr of repa;ment of tH: loan.

224, Amount of the loan: The amount of tie loan depends logically oa the
size of the cuterprise and itc actuml need for funde, as calculated im the

project appraisal report,

225, llany industrial development banks have ac n matter of poliocy adopted
financing limitn, upper as well ao lotwer limitn, Upper limits are evea
witten into the charter of the institution to prevent an over-investasnt
into a particular enterprice and to assure diveruifieation of awilable

loan funds on a broad industrial basis. lower limito are fixed to disoowrege
loan appliocations for small projects on whicii the possible retuns would mot
even cover the cost of appraical and subsequent loan follow—wp, However,
many industrial development bankn moet the needs of smmll enterprises in
various wayoc, especially where it has been public policy to dawelop an
broad an entreproneurial class and as great a diversity of smll industries
as possible, by creating or aonioting fimanoially "3mall Industries Cerpo~
retions', "Jmall Loan .suociations" or 'Co-operatives", often gmramtesd

by the state or the provinoce.

225, Period of tho Loan: Thc number of years, for whici a loan is sanotioned,
depende largely on tho entismated finamoial ability of the enterprise to repay
the loan amount to the bank., A too short poriod could get the onterprise

into finanoial difficulties whioch ocomsecuently might require the re-fimamcing
of acoumulated debts, On the other hand, sometimes an industrial develogment
bank io foroed 40 zrant a loan over a $00 lomg pericd. This oculd Magpen ia
case the baak has negotisted a line of credit in fareicn emshange fov individwsl
projoots for a given nmbor of ysars with fixed repayment terms bwt withowd
tho benefit of & pre-payment olause. | |




-5 -

226, BRate of Intevest: A wmifors rte of interest to all loans 13 applied
minly iy ostate~omed induetri.l dovelopmint ben.a, vi.pons primio o "migced”
inotitutions charge elightly Wrylag interost ratoo (umwally the differonce
botwaon maximm and ainisam asounts to about one parcentar~ peint; tc projects
acoording to sevoral factore; the riskiness »f the enterprise, ti. .tz¢ and
duration of the loan, the ocoet of toirowed funda vy the hani, th~ oin-
mriket rato of nedium or long term interent, lem! ceilinm on tnterczt mtes,
inflationary prosswuros and othor circunetancaoc arc Vein considored,

‘27. "Orece Period”s Tha “asic tack of an industrial i~volopment an. .o
boon defined ns assictance to in indwirial project hy uound financing am!
to recoup tho loan inweotments within 2 reasonatlo nuwibor of vears for the
financing of futwure pro jecte.

22%, It has alwys boen an aocoptod faot that funds for nolodulod repaymontc
of the principal of a loan and the intorusts thereon (debt cervice) arc
gonoratod by depreciation noorws)l and not profita of tic indu-trini ontorpriso,
To chook on the ability of an onterprisce $o meot its ropaymont ollignticas to
the development bank, evory project appraisal report includos & forecast of
the funds gemerated for this purposc, which should provc over tho yours that
th: ratic of coverago for dobt cervics is at loast tvo- and=a~half timo, or
botter threc times the actwunl roquirements,

223, The loan 0 the borrower is disiurced oithor in full or in instalmonts,
enabling the purehase of mnohinery and the construction of tho factory.

lnouming an sverage construotion and installation time of 18 pontho, Lofore
norwml prodwotion can start, without A "zvwe period” the borrower would

havo to repay several instalments Pi 19 intoxost; howevar neither by doprooiation
nor by acowmlation of net profits any funds for ropaymontu have yot boon
Sonorated,. In suwoh a case $ho borrower would have %o provide the oash for
ropaymenis frem Ms owm roservos vhioch, being already strained by his
contribuiien to the fimed aseets of tho mroject, oould cawe fimancial
diffioultien fer the enterpeisc,

20, mmumnumm,mm«nmmn "greoe period”
10 1n the miarity of all loam cases of comsideradle isportsmce 30 the
rwwcnm

AN

- g g o
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2311, An institution which grunts a loan te an industrial enterprise from
thoir own capital rosourccs can fraecly determine $ha longth of tho "grace
period”, if budgetary considorntions allow the "“froosc" of a cortain nwsber
of principal instalaento,

232, Chould “owover th: loan fuads derive from borroved funds, as is mootly
the casc witli foreism cxcharsv loans, the mana veont of the dovolopmant bonk
will prudontly grant oaly the samo ";raco period™® as has boon nogotiatod
botwoon londor and tho tank; 1 longer "prace pertod” could involve the bank
in n foreign oxchanre risk, due to hLivin; to repy the londer beforc receiving
tho corrcsponding amounte from thc horrower.

233, "Craco puriods” are granted in tuwe inyst
a) a partial jraoc poriod, roforrin; to tho ropaywonts of the
principal only, or
b) a full gracc period, by which repaymonts of the principal and all
intorosts aro defurrod.

234, Schodulc of lopaymont of the loan: Industrial devolopmont banks oohedulo
repayments of a loan on o monthly, curterly, holf yoarly anl soldom on &
yoarly basis, It does not ncom expoedient, as a rule, to apply to all loans
sho same sohoduling of instalments; for instance in tho oase of smll loans %o
light industrios or sorvice Lusinoases it might be safor to insimt on monthly
ropagments, first bocauso tho omnll momthly ingtalment {o more easily

budgeted by the borrower and socondly tho non-payment of ond or two instalmsmts
would immodiately alort the follow-up dopartmont to toko aoction before the
financinl mituntion doteriorates furthor. liabitually cunll loans oarry &

woak security and for many roasonc are inhoreantly riskior than tho larger ones,
which aro backed Ly mortgages and other fimancial and porsonol guarentcos.

235, Interost on loans oan bo paid in onc of $hreo wanyss

1) All paid at tho boginning of tho oontrect (bardly over happens for
industrial loans)

2) All paid at the ond of tho contract (industrisl dovelopmond anks
would not agree to this mothod)

3) Padd in part at difforent times - minly in oqml perieds - as the
oontreet progrosues (ocompound intercsts, as wniversslly practiosd
ty indwtrial dovolopment banks),




wayst
(1)

(14)

2¥. Repagment scbedules for prinoipnl and intcrost oan be proparod in two

cwrent soomting method. Tho total of the locn amownt, the
principsl, is divided bty th. number of instalments to bo ropaid.

A8 in the time paymont plan, the amount of the primcipal is roduced
from ne paymemt date to $he next; tho intorest for the poriod is
ealoulated and added to the principal. Bocauss the principal of
the firet repayment 1is tho largest, the interest amount is also tho

highest, vhereas with the last repayment, tho smnllest prinoipal
dus, the intorest to be added ic only frecticmal.

levol pepaywent method. Thoe disadventage of tho abowve ourront
avoounting method shows Wp in tho continnlly warying amount of

the repaywonts, acoeatuatod by the fact that the largost instalments
are 0 b paid during the first yoars of the oontract, whon an

aaterprise is struggling to got ostablished,

237, The lewsl repayment mothod ocalculates oqual repaymonts for the wholo
duretion of the omtract. The majority of all industrial devolopnont banks
we this method which has its adwvantages $o0 the borrovrer ao well as to the

bank,

238, A sasple of swh & schedulc is given om the noxs page.
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Amortisation Loheduls for Loam of } 200,000
In‘mat at & “ per AnmER. 'tmnhowr -u (6)m~

Wo.oF montus  Total Total

i lo.of

________..__—_—-——-—-——-———-—-——-——-——-

Instal, 2tor die=  Principal  Principal — Princical  Tnteret g guyy
; burdomont  Outatanding Pagd To-dnte —
1 20C,000, 00
1 3 173, 28,40 T AT R (474,50 2,200 10,7244 54
2 ¢ 152,913, ) 13,006,067 5,512,118 4,114 10,724,354
3 ) 9 100,160, 70 15,733 6,702,638 3L, 771.M W,Tide 54
; 4 12 173,2044 57 25,735.43  5,000413  3,c20041  90,780e34
5 15 165,221, %0 33,773.90 7,042,567  3,631.01 10,724,554
€ 12 159,024 57 40,770.,4)  7,19243) 3,532.,21 10,724,554
7 21 151,604 4" 88,315.59  Ty35 17 3,179.3]  10,724. 34
8 24 141,183.15  55,016.04  T,501.25 33223025 10,7244 34
9 27 135,522, 51 T30ATT.40  1,060465 3,003,0  %0,724.34
10 ] 128,09%.07 71,%0.7) 1,344 71,10 10,734, 54
1" 1) 120,709.38 19,290,352  7,980.(9 2,133  10,T24.34
12 % 112,540 N7,450010  3,195.48  2,58506 10,734,354
13 40 104,217.04 05,192, % 2,132, 2,)91.60 10,T2 434
14 43 25,707, 1 104,272.85  3,%09.03 2,214,617  10,724.34
15 46 77,015,384  112,903,66  3,690.TT  2,013T7 10,73434
16 49 73,140.89  121,859.,11  3,07%5.4%  1,082.00 90,734.34
17 52 (9,076.%  130,923.16  9,064,0%  1,660.49 10,T24.54
13 55 57,620.13  140,179.82  9,2%.06 1,467,088 10,724.34
19 50 50,366.02  149,633.10  9,433.36  1,21.18  10,TR4. 34
] 20 51 40,712,538  199,267.42  9,65%.24  1,00.0 10,724.34
f 2 64 30,053,183  159,146,82  ©9,050.40 06314  10,724.94
22 61 20,784,271  179,215.13  10,063,91 695063 10, 724.54
23 170 10,501.39  199,49%.61 10,808.80 U166 10,734, 34
24 72 - 200,000,00 10,501, %9 223,19 10,T24.%4

R

¢ 200,000,800 37,)80,9 IV, 300. 9%




2 e Tew the computation 3 lowel repryment schetules, Compound Interent
wi el ty Tables' we wed, vul2h afe DaLlishal ° aewur- | €owtrio,t

Ko As @an he veen frem the 12 wduls, *ne LW opwmt Lons roe oive froo e
~artewly repagment tne full amewnt of taterest en tho it ' nfing ~arivt. f o
the petriod Betwesn twe Pepngmant laten, dut 1t 81 Posinmin D e TPt
2iv » rebwed amcngt of the Pinelpul] Vs prPt il LioPua e - Wit t.s - gV ors
of ropuyuasats mie wlil it reacdes wit: the 38K LasSiiaer? an g rovimte
twonty—fowrth of the loan weant nd eantinas ) rowt futher, ¢ wwe ot
f2 Ve | wor principal repament: of tra First 85 Swailth 1art Lmmt,

ile  'eovel lepaguents sciisud with pase iwied,

An Induotrial dovelopmeat bank e Vo swmine > refu’'. Y “woreaer’
st1lity %o repag the lemn when establi ting Vre ropeymer? ashedula, “he [t
trat She besvewer agprensded the Manl. fur ' i W %0 wemur. flrsd aus te, with
som: ombepliienn of cowrse, indioales thnt h: Lu Pt of fumids, Chowld the
laviing Laotitution Lasist on repagmentes defore LA saturpPice be i t
onarate Nunde from dspreciation aw net prefitsz, it s nly agorawtin the
finamneial pesition of the berrewer; huns. the impertanc. °f & suis.!le "mrace
periud® % the prejent, By ‘embiain’ tw "graac partod’ with ti. odvanta us
to th: bervewer of lovel repagmonts,t - tnetitution {s truly romscrin,; tw
buat poemible assistamce %0 wce nnd ompanding lndwstricr,

152. Det) metheds, the "grecs pericd” and th: lewve. ropywent schome mean to
tho Lovelepment dank a slihtly higher {nterert incoms, whic”. th. horrower

(if swasw ot all) will a0t pesant, if Wy wech ssheduling >f his gagmunt

i iignttede be may aveid a finsasial "sq@ueess” Swriag the constyuwction peried.

le The casting of early repapasat cblimtions can b 3 substantial arsistance
to the begpewer,

2t Repe 48 an wmaple % tommasipnse the peoias)

!
!
!
!

e

* Ter tastanse Wables wnder e adeve title e pbiished by the PlLancial |
Peblishing .Im Besten, lnss, 02215, and ia 2
ia lenfes Yy ]




An industrial dowoloprwmt Lnnl Teats lusas te new .adwirial prre jests at A
following uniforn conditviona,
Portod of loais 13 yosss Nepaywnta: Wil yoawly

Mtz of (vterest: 7.5 Froe puriods 1. sonths, > partial ealy,
refirring Yo priseipal

lopayment sehodules  wntopuste caleuwiats! at Ve rwreat socownt mthed

lou_sehodule

Jon aaancine to 1+ 'full meo period! vier: principal w! interert e dofNDPed
to tie 1th momth aftar di Hurseaont and th pupagwment schedule 1o dased en She
1ve] ropaymcnt methol, all otinp comditions romminiac the eams, the follewing
variations oan Ly noticed,

- W rgwmatl T o Ih smellened

Hupbor of lionths ftor Disiwreumcat | - ,
xhstiin. Rietuie 1 Tox bl

s
12
13
Total aftes 10 wonths (strai ht)
Total after 1 monthe (ocempownded)
30
(0
120

all ropnymont of loan (Priweipal ¢ MJG“;'

Increacc of Interest, pald by Newrrover

Inoroato of Tanle ‘aminge, based on »
spread of 2 ' betweon berrowed and lemd
funds *

* 'Then comparin: boswewaern repaymeste ¢f bSeth sehedules, the Tank peseives
during the fir-t 3 years 10,25 . Jess in ensh with the new sebedule, Wb
17,12 7> more in the follewing € yeurs, vhic. en 2 % | berveved b
basis gives incruased 70t easnings of 3.7 ‘.
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modium and long torm dovelopmont plan and to form indusirial soctorel progrommes
on thu bosis of irdustrial pricrities, Tho development bank thus receives fim
aldelines %0 sccl and to identify within the given industrial sectors
individunl projects, to asccrtain tho optimal sise, the best looation and the
nnod for financing. The lack of entreprenewrs, the laok of bHusinees and
tochnically skilled monogors, shortage of oapital and many other factors

make this dovelopmont funotion quite difficult for the bank,

A fou entrepronours mny submit t0 the development bank soms of the
projocts of ‘hu ronoral or priority list, seloctod by the plamning agenoy,
tut in tho mnin tho bank has to soarch for and snoowage potential industrialiste
to start now mnufacturing enterprises, !hatever project is bYoing submitted,
it has to be rowxriked and elemnts of viability built in, forecasts and
finnncial plans propared and overy possidle help given, bdefore tho development
bank can truly consider tho projoct az '"bamlmble”, This kind of dovelopment
banking has tondod to bo moro oxpensive than any othor banking or loan opemition
known.

b) Doveloping a capital market, Develeping countries whieh walue the
positive incontive of profiis as a stimulus to imvestasnts must develop a
capital market to gencrate mavings and to chamnel thea into indwetrinl develop=
mont, There is o great doal - developmont bhank oan 4o towards stimulation and
strongthoning of o capital market, as for instances

(1) iesuoc, promote and scil the devolopment bank's shares to the
public and to institutions
(11) promote and sell shares of compamies, in which the dovelepment bank
holds equity participation, shnres whioch were kept in tho portfolio
until profits have boen gencrated
(111) negotinting with domestio and fereign fimnociers and institutions
to promoto partioipation in viable projecte
(1v) establishing unit trusts, backed by a porifolic of shares ef viable
and profitablc ontarprises and Yy l.lllll wmit trust certificates
to the public
(v) offering the bank's .orvices as wnderwriters or m 'o
finanoially sound oompanies
(vi) promoting and supporting the establishment of a stesk eumhange
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(Iaformation supplied by the \ppiicaats wil. f-rm t .0 'asis ~f ID'P's
fesioion for fwrider preseseia; of ti:e arpiice .On. "he Applicants are,
thevefare, advised 10 supply Vhe 1aformtion sct out delw ns com iete .1
possidle. In aase 1t 1o destded t0 dwta®y & dotailed apprainn! of tre
preject, he applieants wil. de re ruired t) wwbmit a fully locumem®ed app.icntion
in the preserided forw),

1) (s) ™l Yame/» ¢ Mdreesier) . 5 ~acrer

———

—

(v) Bame of segmatsation - Sole iraprictorehip/ Fartaership, Private;
Public Limited Company.

2) lLosatien of the Projeet

}) Lias(e) of mamufectwe or 1ine(s) of servine ndustry -

- |

4) Mture of the Prejeet - Now/ “xpansicn/Neplecomnt/Balancir. , .r f
Nedernisntion ,
S) Anmm] Predustion Capaeity (amticipated Swrnover in mase of service
Ladustey at ... suifte/day
6) Wttmied tetal sert of prejest, iacluling werking capitali.
(‘, Pined cents ¥
(a) Pevergn Owvensy ;
(%) Lesnl Owvensy
w L = ) ;
(13) Vesiing Sapital #
Ttal seet (1 ¢ 11) i
!
7) Leaa agpited fers !
“, u m SRR ks
L :
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1) Sources of rem:ining capitalt
(1) “xisting Lusiness resources
(1i) Gesh 18 hand/tanr

(111) Other resowrcor

Tetal

- D A AR o

¢) ‘stimated lnnual Cperating Costs and Profite

a) Income from sales

%) Dire~t manufacturin, costs
- iames anil salaries
- limterials
- U8ilities (power, fusl, wuter, etc)
- Mactory overhead

c) Depreciation

1) \dainistrative expenroes am sales costs
o) Oross profit bYefore tax

f) Prefit tax

z) ed profit

10) ilames and .ddresses of presant Bunisw: ef applicaate/individunl spenseres

AR

AR

11) Tristing hwsiness/Industrial affiliatiens (Name( ' and u':.ﬁ.?-t
L 7] )

SR
e
B

Oertified tmtmmur-uuumu‘mamm
of sy/wer mevledge. 1/Ne alse midertaks to the additiennl
infepuntion/decumsate ote. ia such ferm and ia évail as Wy be

sonsidered necesmary- wmmmwmmdqawu-.
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‘hen approaching the AU for a loan, the prospective borrower will first
submit & prelisimary spplication showing rery roughly by a few figuree tle
outline of the projoot, ~his appliocation definitely should not te conridsred
to be a formal loan application,

The MNX, after lisowssions will then indicate to the berrower that a
formml application oould be mdo togetiier with the required documentation,
tut does not take any responsibility whetd r the .oan will Le granted or not,

In the intareat of the proeprctive horrower, the prvcedures for the
ranting of a loam by an Industrial Devolopment “ank should be made cloar by
the follewing explanation,

An industrial development loan is .fiven on a lorg torm baste, arnd such
loans are differemt in mature and Jduretion from commercial hank loans,

To aseeen whether a project i3 viabdle froa an soomomic, technical and j
financial angle, a detailed study and fovecasts for at least 4 vear: are required
whioh are imcluded in & compretersive project appreisal report propared by the
F. ™e head of the departammt and seversl specialists are engaod in this
exhaustive study and 1a the ohecking of faots and figures which is a timo-
consuning precess] howewer, svery eoffort is mde to cut the time down tc & minismm.

The completed project appreimal report prepared Ny the AU forme them
the basis on which Janagessnt \akes investmsat decisions., This report ale
oorves a0 & Weis for the loan-fellow wp in the coming years.

Intensified preparation of & Pr-ject Appraisal report can enly start vhea
correst and cenplete iafermntien in the loaa ipplicatiem Perw are given and ;
all sgplenmtagy deoumatation submitted, '

Linle is pained Wy the wespestive bervever in supplying iafermtion
ad doommntetion plese-mmal, a0 caly the date of the complete swimiseicn of all
figures and dsoumsntation ean be Sahen 20 the aotwml date of an agplication,

Nen & coplet-Yésommted applisntion 1o sulmitted, i3 1o presupsd et
sll dotells of the prejest law besan fully isvestigated and firesd wp. Ay

oy

it ke g,
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substantial changes sugrested by tho borvewer during and after the agpraisal
gtage will not only create complicatioms, but vill alse Limevitadly cowse

delays in the conaideration of the app!icaties,

‘;' In case the borrower is in dowbt how to complote cartaia parte of the
[ 4

k] application, io should comtact the substamtive effice of e MIK fer

i assistance, which will always be gladly given. ‘

1

Enolosuret 2 preliminary losa appliestien feres




- 6'? - yaeer v

........
k.
‘ 4

ie) "o applicants are afvised met 1o wee this lena ‘pplicatisn “ern wiless specifioa;ly
sdvioed w the ‘lank,

i Arplication shewld he in the foem of a wmorends containinc the infermtion sz Axsed
fw relev, Taracra~hs theuld he smumbered te ourvresrend vith thore in this oym,

e Comptets (nformtion should he swpplied in respest of each item tn Aveid "acr references
A §9 enaure expoditions appruisal, e insemplete appliration wil] ot =g fim!ly
rurimtered 1111 swek time that the miesin- iafermtion and iecgments ave reen tuimitied |
ac #8ll a8 the pressrided precessin- fee Ms heen depssited. |

t ‘mplieation 4uly 11 med ' ach of the epoasrs shewld ‘e subnitted in tpin]icate,

‘87 Tn oA8e any clarifioation 1+ rerdred v the arplisante for completion of tan application,
tha Tmnk will be r'ad te assiat,

fo O WAY
', ‘mmsle) an' sedrese(as) of the apiteantin),

Jo ‘2ture of present “mainses; rear of entad'ishment aa! location,

lo ‘atwre and location of wropesed prejest) il 1'em muwrer and classifieation under the
Ird-amrial Inveotmant “ohedule (if appliomdla)
‘e #re of 1he prepeced prejeet a-1 1ts serperete set~up, In oase of ;
s, Jele Mregrieotesuhipe
Give mn and addness of the s0le proprister torwther with full particulars of all
fsmowrle and mvadle yrepertice omed by Ma (iacluling al} charges or liens) as
par ‘maen A/,
W' Pertnevehips
4ve maee and odireeses of partners, tomther with full pavtisulare of all ismovable
and arvble prepertieos emed by eash of them (imolwdin~ all char~es of 1ions} as por
Amnemwe \/1,
e} Cooparative fNesienyt
ommummmumamuwﬁtwm

4) Teivate Linlted Company

O4ve mass and addresses of direstere/propsesd diresiers, with full particulars of
al} iunwebic and aswable propertic  owned \y cach of thea (ineluding all eharges
@ liems} a0 par Ammex A/V,

o, Puhiie Lint%ed Conpanys i

v mme, adivesses of 1isestery/propssed with full partioniare of al) ;
fanswbie ant asvabdle srepriics amed W them (iasl a~ all clmrwes or liems), ae 5
v \amew &Y,

Se !tnnndumlmlum-m‘w.m&
wipghion of Whe @ewp and Jowr selotionship to 40 Otve the mams of inhwstwial or ]




- m -
7, “xtent to which sach Direotor of the owpany or pariner had cmrantesd in hs persom)
capacity any other loans from mnkn, other than this Mmnk,
11, ey

S, es~rive in detail the proect for whieh finamncirg 18 requested, stating what jnvesti-
/ation has been carried out indspeniently or by foreisn oF looal consultants as regards
itc feamibility. If any link=up or participation Yy a foreigm ocsllaterater is envismged,
give the terms thereof and a ocopy of the Jovernment maction therets. If the eshems 18

to be ~ompleted in stages, particulars of each slage should be furaished,

)y Amount of loan or guareatee requireds
a’ local currency

t, roreidn CuUrrency

1., ieriod for which trne .oan or ;uarantes is required}
1leass give proposed achedule of repaymsnt of loans in instalments/.

$1, Give a realiatic estimmte of the time required to completa the projsct, indicatiag
chaging of worrs, ‘prerarator: worx, rlacement of order, comstruction of wildings, delivery
ani inetal.atior of the machinery wnd sjuipment and trial operetion, ot )

12, Tetaiiel informmtion should be siven unier the following headst

a: LANLe
iive area, ! lot lio, and attach swvey plan ani cogy of the ‘itle Teed, Please
also Purnish ori -inal purchase price, present besk valws, FPlesse alee give dstails

of encumbrances, if Any. !f land has nol alresdy besan purchnsed, pleass indieate
requirement of ares, estimmte of ocoet and present status of pwrchase,

| lease state whether any aivantages arise out of \he leestion of the propaced fastery
site, [a the land free=hold or lease-hold aad {s the area oufficiont for the reomirements

of your factery, office, nousinv of staff, labour, ete. and 4oes it allew resn fer Mtwre
expansion?

o) WIILOTNGE
Submit lay-out plan of factory cuildlins and appurtennases ia respeet of ench
structure separately and indicate estimted cost, giviag rate per g/ a8
per Anmex A, 2, State whether the oomstruction work in to he dons by yowpeelf oo
uwnder contract.,

| 1AM, FACHTNTRY s

iive complete list of machinery, equipment and sparre parts gwopossd Sa W purshased
for the preject with a deseription of saeh individunl iten a8 por Anmam A/ )y
(Information tc oe wodified in case of service indumtrion ).

rescribe in detail the mmefuetiring presess and the coquonss of spasntion (ant
required if a report from \he ‘echmical Censultamte onslensd), rowish cupies of
flew shart of process and lay-eut of plamt,

State product-wise reted ammual predusiien copasily of the yropsesd plast inldenting
\he mumber of shifts per day and days pov year the plamt will ‘e epesnted. {(ree
service indwustries indicate fimuwes rvelating to the targete, % % ashioved en She
basic of mASimwm wtilisation of fasilitien, ewisaged ia youwr prejantd).

COST OF PROJMCTS

Complote $he enclosed cest of pwe jost calouled (Ammas NA)sasefully end ovbmit
in ) eopies. (In case of ssrvioe indusivies the saste, oo fup oo pensidle
scespding to the items stated in the eneleowrs and ey

wejest should be given on an additiems) age).

CONYTRUCTION OR FRICTION OF PLANTY

Mﬁon-.m-dnnwt-dﬁl”‘
of \he grejoet and later its cpesmtion. Ia wate OB a0
sonsul tant plense give destalls,

«3oof mm 1l




e7le

B WA A unTRLY 2 Bl |

ve dotails of technionl and mm-erial 2taff rositionn peuiped Iny
produrtion and fer adainistration of factory ami office as follows:

t “alapy “peeial henefils “otal ront
Tyye of Naf?
; -—-m....-n..-.m...._.“-
It fereign enperis ase required, rive full details of remnerstion, len~th af
estay and Satal ceets 10 %0 berne by the epeasors,
1) LAROMNG

Give welew full particulare of foremen, wupervisers and labouwr reruirel for
oingle s muliiple shift eperution. .o labew roquired to Lo wtated in
SOpRgute entompries wiler ‘okilled, semi~okilled wad w-ohilled's

-

~ Ve ] fl.r mr wnth Trectial barefity “otal cost
e of IA-]
| _per gy
Mate the asvangemmis to b mnde fer trainin~ of ladewr,
) ANMINISTRATIVY AFD SA! 7S FPAPYY
Cive full partisulare of the Wiriows catoguries of administyetive and nales

st reguired)
Type of Seare | [ alary ~ Tpeelal Senelits Teta cnet
k) PO

mmuumm.mmxumm. mrime
Sommad and ovesngd Peer consunpliion per ohift fer the entire plant, sowee
of ougply and lodter of permicsien fyen the olestrie oupply awtherity if
alvendy odiaiasd) qustiag 0o 10iff agplicable for the serrly,

™y

’ ejedftmm 2

R ———
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p! MM TITIY » ST THA ARMANT VNS
"1 Indloate the mmjor conswmses of \he rodust/e you prepese o menfostwre.

(11) Describe the contesplated selling arvangemsnts iadieatiag wsther 4% 10
proposed to market the predwot direstly or theough whelomnleve,
ste. Indioate the an=-factery prices o (a) dizest %o consumre,
(v) wholemlers, (o) retatlers of ssch predwi,

If the product s are to be sxperied, state

- the markets for your oXperis «

- the parcentase of total troductiion you WA o pert ©

- the intended F.0.3. expert price/e -

- the existine expert incentives, as rate of expert bomms, Telats en iapert
duty on imported rew mterial, e¢te,

sauunmum«mmm‘“urwu
m“muuxmnummxmummamm

Seate the per Wit U ¢ vnln«uummuumuunw
{ndicating the Cowntry of Lapewd, sheir sate of impert Guiy ond a)] other
tmpertation coete?

(Not applicable to service inburtries),

111, COGT oW TR PROJIC AND WHANS OP 7 IRANT 1N
13, A. Total cost of the Project as per Asmex [Y/W
Tixed oost
Poreim Currency
looal urremay
Jub-"odal
jerking Capital
Lecal Cwrrency

e

‘Aal Cest 1 AR

3, Gtate below the estimted werking capite]l requiremsnte ot the Sian of cuvmsasy~
mat of preductioent

(1) Curvent Assetel
(a) Cash in hand ¢ Sank for cupenses fer ... Voul/menth

(v) heek of vow mterials lmpested .. voshy/mmth of
‘ podustion

LoSal ooovesh/maath of predustisn
(e) ek in pregrese
(‘)M"WMQQQ““‘M
(o) Acosunte Ressivable ..o wosh/muth of sade
(£) O\her Foquisonmants 1.8 n—nom:
e

Sotalds
cwvent Lishilitiens

() \conumte Myshie
(v) Commwtesl Sanb leas
(o) Othay =~ (Pianse epesify)
vtals

Bet Seshing saptted (8) = (14) (00 %o cswesd @
o e ¥

ITITIT

~§eocf G




"o filve holow tre prepeseld M of fimaneins of the above tota]l costs -
1) Capitad

{11) losas from Jirecters Partners 'esceiates
{141) DANK 1.onme

(1v) Other ‘ewrces (Plesse speeify)

H

h 0earite the arrenrement rontemelated for relsin~ the ompital at /4, /3¢,
ant (iv] above iniicatinr senarately the s to be nontrituted by the
individal soplicant, frienin and relations ant the MUt 19 he raiset v, agle
of ohires %0 'he Pubiie, Ae Pewmprds oontribution of the apriioants, the:ir
owrees of imvestamnt t,e, nash in and, sarins and Surplames of other tueiness,
mle of properiien ete. my 2l be intionted,

I, tini. w903\
“ive the ertimted eamminee of the preiect o7 the Tirst four vears as per inmex . 5,

Fo VW ™ A

tate the name ant sdtressns of the SORCETRA in whish ARY of the promoters s sur-
santially interested and whi " have availed or sppliod for fimmncial assistan~e from
this W', [f se, plesse *tlate, details, 1,0, date of Aprlication, smount ant rirpose
of lean, the result of applicetion,

ive dotatle of Jamml suite, if My, rendin- aminet or filed Yw ine aprlicants,

WUte ay other Fentwre partainin: %o the industey whiok vou 1ire the NAYY ¢, wep
ia view while coneiderin- youwr appl ination,

bait the sertified ecoptes of follewiar dooumenis paners slong vith yousr application;
(1 If S\he company s slrendy heon inserpesmted:

}t} Coptifiente of imserseration

V) Cortifisnte of commmmscamt of bestases, (f rublic 'imtted Company.
¢) Nemmventun and \rtieles of Asessiatien.

4) Pevaiesion of the Comireller of "apital Isowse, 1f shéained,

“11) 1 e of Pestassedips
’m Couy of the partasrehip deed,
¥ “eptifiente of Magistmiion of 'ire

“111) In wmee of o so~epesutive msiotyt
o} Captifiente of Neglotentien
) Negy of WPelow
.)mmmwmwr.mm-mu—m.
dmn—mw. Cospavative Sestetios %0 Yesvew,

s mae
(n)“MQ‘t-“ﬂmmm&hﬁm;-d
L W swlstanital fimasdal interest oo 1ioted

(vis) othue Mpusy esumate Wt sny Yo censtderet cssentiel s comevtéon witR e

eSeof amm B

.

.

A, Ol W

e et

e kg o
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Name 5 I'ro jects

PAYMCMARG ¥ *LIM 0
DRI RRTE L A TALLY (2, sonei i Shided 142 Baki § 10

(for each pereon & sepazate sheet to he filied in)

RAX A rpeti - 08— ——
A3
Ae DROVATL™ PROM™R IS oAl (TR LR )
SURYYY HO, FT1OT NG, oA IO U (iNMAiI’:' AT Om
PITLDINGS, HACTIINTIY TN, ALt LU, UM

3, IPPEST (PARTICINACTON, LINUS, ol oD Gl onm s FHGFTIL M« 2T |
lame of Lonoern Firw Lddress xtent of Intevest ! ‘mount;

o » W

- € e MR G G ¢

—- - -——

g HOTADY T PUOPTD (TT0g /111 other asneta not entiomed in ! oF 'l
Jalus or amunt,
1.TADILITIVSs
A, BORDCITEN ~MORL ANKY
Maae of want \mount of loam Ampunt Mvtetaadinc ar on

. A S & W

- > — T

Be MARANTNG 15918
Yame of Deneficiaries ‘mownt of Juaremtee Amam$ Oetstandine as on

Ce RO TAX LIABILITYVO9
u)mn-«m--u-uummnm--ulmxwmn—mu
aboshargedy
%) She tetal tas lisbilt umn-pxmwmummunw
o e dte of e entiony

n)ﬁ-ms-tduxuunvmmm(-)mmnmmmmmm
sotura(s) after sscountiae fer tin Jagwets, Af any, you lave sivesdy mnde¢

unmmdmmmmuq.m“nm

-dimm W




(v:1) conerating confidence in tho public at large for industrial
growth and for tho bank's transnotions to achiove this goal,
in publiocising tho results rchieved by the uevelopmont bank and
tho ontorprises finanood and by drewin: attontion to the onhanced
value of securitios issued,

o) o= vilmtion with Govornmnt planning agency. Somctinos a so called
"1inlmge” projeot is submitted to the dovelopment bank for financing whioch
has not boen included in tho industrinl sectoral programme. -~ "1inknge"
project my Inve one of several objoctivos, On the process sido it my meot
the import needs of othor industrics or dranches of the oconomy. It may give
rise 0 new eoonomic nctivitos or form a link for the intersupply of existing
plants, Central steam generating plants or tho manufacture of industrial
sa8es vould be such exnmplos.

Therefors tho developmont bank's investment objeotives uave to bo oo-
ordimted with cortain industrinl soals of the country's duvolopment plan,

d) Technicel and mnnagerial cssietanco. It is net too often that a
project runs into troubles. Nut if it doos, thea tho problems a pro joct faces
my be in prodwotion, in the supply of raw materials, in mrkoting or in
administrative mttors. Tho devolopmont bank, having finoncod tho pro ject,
has to invostigate the causo of troubles and oxnmino in what wy assiotance
oan be given. In some instances, outside expurts are called in, in others
She baak's mofossiomnls muy zive advice and assistance to overcomc the
diffioulties. Very often, mnagoment is wook and does mot have tho drivo
noeded 10 solve the probloms; in such cases the devolopment bank appoints a
nosdase~director m the board of directors, if the project warrants such a
dooisim or mirusts an auditor o supervise tho outlined methods of redress.

Suwh assistamce to oompanies in difficultios is important, not omly %o
pretest e tank's investasat but also from the point of mational interocets,
o proveat ke fallwre of a newly established industry.

Rrlly my other kind of imstitution would be able to give swoh assistanoe
e & iadwirial enterprise in difficultiss, Dut, as far as the developmest
ank is sonsgpued, 1t temds %0 Do an xpensive development servioe.
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V3 |
INCOMF.  MORIXCA.T
. Imras s xixwe b
) 1, Number of Hepking days por yead .o . " .o
! 2, Numbew of leeking shifts pov ~ ) e .o .e
4 3. "mntity/Be. of wits yreduwsed pov year .o . .o .
- 4, Total produtiion as & peresniase of
1 rated oapaeity .o .o e ee
' (in \howsands)
A, Nross Oaler —_—
3, Cort of Neods Sold
law Materialse oonsumed .o .o .o .o
iaree and Salaries of factery staff .o ve .o .o
Consumable Gtores e .o .o .o
Power, Fusl, ete, .o .o .o ..
laintenance and Nepairs e .o .o ..
Hisc, Mamnufacturin- empenses .o oo .o .o
Hates, lemts and Taxes e .e .e .o
Depreciation [X] .o .o .
Tetal (B)
*. ‘ross Prefit (A-B)
) Operating Exponses
NDirectiers' lemuneration .o .o .o .o
Administretion alaries .e .o e e
office "wpenses (Rent, Statiemery
Postage, Telephone, “.o) .o .o .o e
Travelling expenses .o oo .o .o
3ellin~ Expenses .o . e .o
Insugrance .o e e .o
Hisc, expenses .e .o .o .
~etal opersting sxpenses (D)
7. Opersting Prefit (C=D)
=, Finaneial “xpenses
1 Interest en this BANK's leans .e soe .o .o
Interest on commercial bank leans .o .o .o .o
’ Others (lpoctfy) (X (3] (X .o

Tetal (P)

4. Other income (specify)

i1, Net Profit before tames (B=Red)
I. Incoms Tex (approximate)

J. Net Profit after tames

1 (Por servioe industeies please mdify the {tems to suit your indusiry, so as %o have
: a complete piotwre of the estimnted insome exponses and prelita).

Notes (i) State whether your Conpasy will be eligible for a tax-holiday, snd if ee for

whioh period,
(1) mum-mwm-tumhofﬁuhth.hmfmmm
prepared.

- 10 - of Anmax 11




PIOVJICT

Prelisiaary lean \pplination tseeire’ -
Joresning Commdttee

Tiret Intervieow with Appliscant

Torwnl Lean Application eseived

Additiona]l Information lequested

Additionnl Infermation Leceived
Doowmsnitation fer Lean .pplication Neceived
Jisoussien in JtSaff Lean Cermittee

Vieit 4o the 3Jite

Legnl Conditions and Covenant: azpeed upon
Project Appraisal “eport Cempleted

Jubmitted to lLann Cermittes for Approwml
Retwned from 'ean Committes

Tabuitted V¢ ward for Janctiien
Netwned fyea Deard

P ——

Total Precessing Time

Sulmitted %o Legnl Department

Agresmente eoiy; eted by Legal Dept,

Submitted for Disburoement —— ———
Tetal Timw “lapeed -

Datet

G900 000200008000000000000000

Hanager Operations Dept.
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6. To summrisc, n devolopmont bank that finances only, wnnocorpanied by
technicul and managerial assistance, and does not correlats its activities
with plannod devolopmont objoctives, is not fulfilling its purposc nor
its responsidilitios.
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s ‘oot of lamd

v Filling imading

¢) paiange, lewers, sater wins
4! Rende

o) Pemeing, compound @] !

2 UL

8 Paevsesy
v) Office

o) Wnia Ipohiaswy Cost & o+ ¥

b fgnse Parte et " o ¥

o) Narine [aowwense for o) ¢ b)

4) lopars duty fer o) + b)

o) OVhaw tamse &us &t entry, &) ¢ 1
f) Clemping shavges, ote,

h) Tehe welle
wmier Tower
Power Plant
Tvanaferusrs
Cables frem Mnine
Pusl Nerage
Other (Metilway Sidings, ove.)

Caswy Over
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INSPECTION FORM 11

1 N3

6 O AR T

‘e INSTALLATICN O 8]
a; Hee oa
b) Sleetrical
¢) Inswrance

e V?'";AiC':"S! (for use)
a; Inside of plant

b! Mutside of plant

te UWITFICE B’guyg%
aj ice Fumiture

b)) ffice Machines

To CONSULTANT'S ITES
a) . ( ]

f b} Flans, Dresmings

i1 8. PRE-OE ?T!!Q EXPONIES
}i s tiona
F b} Leeml
‘ ¢} TN Tees, 1/C Charges etc,
d) Import Iicence Fee
e! "xpenses for starting up
product.ion (Foreign experts,
“rial Runs, etc,)
f, Any other charges (details)

%e

b\ On Building and other 6. m‘”)

104 c,omgmmcnm
Machinery + /iuxiliaries .... 7-

b) On Building + Others eceesseeece °.

TOTAL FIXED COST

WORKING CAPITAL

TOTAL COST OF PROJECT
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