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Introduction

Before the establishment of Industrial and Nining Development
Bank of Iran (1MDBI ) financial assistance to Private industry was
accorded by the various ugencies of the Government of Irun. Experience
g8ined through these agencies strengthened the belief of the Guverment
that a private independent orgunizution could iLore profitubly and

efficiently undertuke this very important purt of the wnole effort for

economic development.

With this belief, the Government encouraged and ussisted
Lazurd Freres & Co. and Chase Internutional Investment Corporation,
both of New York City, in creating un industrial development ba .k in
Iran, These two New York investment banking institutions, Mith the
cooperation of un Irenian sponsoring group and with the aseistance
und guidance of International Bank for Reconstruction and Development

(IBRD), established IMDBI in October 1959,

IMDBI was forued according to the general Psolicies of IBRD, o

leader in the promotion and creatioa of such institutions in developing

countries, in order to develop, encourage and stimulate private industriul

productive, mining and trunsportution enterprise® in Iran. During the

past 5§ years, the Bunk hus been successful in carrying out that heavy
task by:

~ granting medium and long term loans to and investing in

the share capital of industrial enterpriases,
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- encouraging local and foreign invesvors in joint ventures.

- rendering technical, accounting and munsgerial services to

its customers.

- preparing feasibilit, reports for new ventures wnd launching.

public owned companies, '
)@

- preparing the grouund work for mobilizution of private [in:ncial

resources and establishment of o stock exchange.

IMDBI's share capital of $5.3 million -8 owned 40% by finuncial
and investing institutions in the U.S.A. .:.d }lurope, und 80% by over
1,600 Iranian sharcholders. At the outset, the Goverutent granted 1iDBl
& 30 year interest free loan of 8 million with a 15 years grace period.
In addition to this generous ussistance, the Government transferred to the
Bank $18.7 million out of its portfolio of louns for munoging and then ,
relending the proceeds. Furtiuermmore, the Bank received two loans of n’ "
$5.2 million each from IBRD and U.S. Al1D. Thus, IMDBI sturted its
operation w#ith financial resources ascounting to $i2.,4 million, Since
then, the Bank hos been cble to incresse its sources of funds to §74.4

million through further louns frou the Government and IBRD.

For the first 44 yeurs of its "peration, IMDBI was under full
control cnd management of the foreign sponsors, inspite of their 10%

minority ownership, The Governmwent ove I[ranian shareholders agrced to
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this peculisr feature so thut in its eorly years the Bank could obtain

for its management the best skills obtainable, and its policies and
procedures could be set on the basis of the sound principles practiced
in other parts of the world, The trensfer to Irauian control was
dccomplished very smoothly, und now the whole management and staff of
the Bunk, which consists of 40 professionuls in the fields of accounting,
financial anulysis, engincering, industrial manugement and econmy, is

Iranian,

In the period of operations of the Bank from its establishment
(October 14, 1959) to iiarch 20, 1965, the totul of approvals amounted
to §52.1 million comprising 130 loans for §49.1 million and 13 share
participations for ‘3 million, The recipient industries were cotton
and woollen textile, rubber products and tires, vecetable oil und sugar,
tca und other food processing industries, uetal products ond electrical
applisnces, transportotion means, cement and other construction mate-
rials, wood and paper products, cheuwiculs and cheuical products, and

mining und quarrying.

Having briefly presented IMDBI's purposes, financial resources,
management and scope of activities, the basis on which projects are
svlected for financiul ussistance and the methiods which ore employed in

eroject evaluation will be discussed in the followin,; pages.

o
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Priority Criteria in Project Selection

In selecting an industrial project for finuncial assistance.

I:DBI as a development bank has to cousider the project's contributyon

te the naticnsl product nud o baleneed voromre growth ot e coautr o
the light of avarlable re3ou-ces, io sther worus the notioned o o e
profitability of the project. Sui, to clasart progects oo the neae
their contribution to the national product, although un appreprinte oone
cept, 18 extremely difficult, purticularly in the less developed country
These countries are, in ;eneral, characterized by luck of adequate nd
reliable data without which o systeuatic epproach on the basis of na-
tional economic profitability cunnot be adequately upplied. In muny

inastances, common sensv has to replace the required data or prevaal oaar

the available ipnformution,

The relative desirability of on industriul project, on the b sy
of national economic profitubility is assessed in Bank by r. .. ace

the following guide Yines.

1, Capitcl Requirement Per Net Output:

This is the rate of return to the whole econouy bused vi tio
raotio of net output to totul input, but udjusted for time and to renld
terms. Nct output is the residue ufter deducting the value of raw
materials, fuel and devreciation allowance froi: gross output, which o~
in faoct the value add=zd. For the best use of capital, it is import.ut

that the asdded value to the material on conversion is moximum, There-
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fore, one of the Bank's guide lines is the rate of capital te net output

snd projects with low capita] require.ent per value odded are ~sreferred,
In this respect, time should be condidered. Cousideratiou should alsc
be given to adjusting the rate of returns te real ter.s, since often

benefits of « Project are exaggerated by chargin; high prices to consumcrs.

2, Resource Utilization:

In bringing about u balanced econunic growth, various sectors
of the economy should be induced to expund relutively, Greater utilizoa-
tion of domesticly produced raw materials would benefit the national
eccnomy not only by foreign exchunge savings, but clso by inducing further
development of agricultural and mining sectors of the economy and by
further expunsion of the murket for industriual productas, Ther¢ fure,
industries that utilize domesticly produced row materials are given
pricrity, In this respect, INDBI has assisted several teu, cotton pro-

cessing, sugar and textile cnterprises.,

3. ubour-Intensiveness:

Since in the developing countries capitul is  scarce and
labour is abundant and since it is desirable to provide more ecmployment,
tiie labour intensive enterprises are usually preferred. Tae fact that
& large portion of unskilled lubourers are virtually non-productive in
agricultural fields, but wien transferred to industrial activitics tiey
become productive, should be considered in labour-cost ecstimates. We
are, of course, uware that this labour intensiveness ir a function of
tie type of product and should not be confused with labour inten-

siveness coused by lack of mechanization and poor labouar utilization.




lubour cnd manogeriul talent are ulso oocrce foctors that ro parn

sideratiocn, Hence, the ruovros of skl led o unsialled and S0

arojects that contribute to fomation f new sl cee 00y

4. Regional and Locnl Development:

To achicve u rupid ond Lalunced prowth, 1y regrones o«

country; snvuld be developed relutrvely, In Irun, :ncome rarier »

between different regions apd hetwecn urban and rurel sreas,  alt

m:nts in the less developea vegions +f the veuntry, The reaso,
partial failure of this policy hus beern the lack of overhond lac:
such us clectricity, woter, cheup trunsportution to merlcets, -.nd

ivallubility of skilled labour in the leas develuped Tegious.

D, Forei,u Exchange Savings:

toreipn exchunge carrings, the deficit in balance of payment 1. -
’ poym

constart thresat to the econoy. Hence, onc factor for selectin

suvings, the following facters ure considered:

u. Foreign exchange required for capital und current

vutlay of the enterprise,

per person emplouyed are given privrity. At the same tim, shrlle

wage earners re considercd an selecon: o project. in ocortesn

In respect to labour-intensiveness, uherefore, rojoot.

with high ratio of wages to gross ourput and lower cupival requirvem ot
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b, The possibility of import replacement by the production
of the new enterprise, and

c. Expost possibility of new product,

6. _Contribution of the Buterprise to tlie Development of un
Industrial Complex:

The "base" or the "key" industriecs are essential to the deve-
lopment of an industrial complex, But, some of these "buse" industrices
ire beyond the scope of private enterprise and lierce the Bunk., In
respect to taese projects, the Govern.ent should and at eresent 1s taking
definite neasures, Outside these "base" industries, uvther industrial
projects ulso comtribute to the developi.ent of an industrial couplex, but
v“ith varying degrees. Prioraty is given to srojects that contribute morc

to cumulative growth of the industriul sector.

Criteria for Project Evaluation

In developing countries, due to incdeyuacy of statistical data,
insurficient engineering and technicul knowledse, and the lack of proper
ucccunting systems, evaluation of industrial projects is & very difficult
task. IMDBI, like uany development banls in other countries, wus faced
Jith these problems from the beginning. But, during the pust 5% yeors,
tircugh application of various techniques, IMDBI hus developed adequate

methods and systems for project evaluation. Furthermore, since the




Bank's stuff has : .inmed experience in pyrocessing loun and invest.cnt
appglications, ond since through the efforts of IHDBI wnd due to indus-
trial develogi.ent of tie country, tie upglicants have becoie wore

so histicated, soue of the initial problenss sre sclved.

The projecta which are subuitted to the dunk Tor finunciul
assis.ence and tie projects Jlach wre to be launched by the Bank, uare
subject to a thorough study wnd unulysis by the Banh's Econeuic, Techmio | ' ‘
and Louns Departicents, The professione]l officers of these depurtoonts
cxa.ine ull aspects of cach und every project. Then, 1n close conperity o

with one another, they report to the consgeient of the Bank their findgiu

uwnd recois.endations., Although certuin jrocedurca and systcis bave bovn

develoged for project evaluuticon, tite Bunk's expertise are not restrict..

t. those cethods und huve the liberty to use their initiatives n intro -
aucing, new ideas and approaches when exanining o project, This policy oo
resulted in icproveient of the quality of work und has contributed to th.

estublishaent of better end sounder procedures,

) @

Since L:DBI's role in the prouotion of industrial projects =illi
be discussed later, we <ill liuait our discussion here to those projects
wiich require ..ediw. or lony tere louns., Often, such projects not culy
luck « cuaprehensive feusibility report, but they are also incuiplete.
In these cases, IMDBI prepares the techno-ecunonical feasibility report

and hclps the applicunt in coupleting the project,

Since ILIDBI's ussistunce 18 liciited to private enterpriscs,

vnly those _.rojects which, in addition to contribrting to tihe nuticnal
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economy, could becoce viable, are cunsidered for tinancial agsistance,
The criteria which detcrmine tue viability of projects and the methods

empluyed in cur evaluation are presented below:-

l. Marketability

The Lost vitul questions which every industry faces are: is
there or will there be o wurket for the procuct and 1f so, Low bi; and
vhat is its rate of growth? Unfortunctely, tany unsuccessful industrics
have been established without pricr study of answers to these questions,
In order to avoid such errors and prevent a poor investient in o country

vhere cupital is scarce, IiDBI's Econowic Depnrti.ent studies the murket

pruspects of the proposed product at on early stage of project evaluation.

In conducting a marhet survey, our economists colleci, anaiyse,
and evaluate the following data concerning o purticuiar productr
~ The impurt statistics

= CIF price of the article, custoi; dutics, taxes and bandling:

charges.
- Existing and/or plunned velume of domestic procucticn,
~ The market price and its puassible changes.
~ Distribution facilitios

~ Effects of the Guverm:ent's develcpment plans on the
consumptiuvn of the product.
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- Poasible increusc in demand or development uf u new market

a8 a result of rurcl habitunts education and it.proved stan-

daords of living.

The import astatistics cften do nut reflect the true consumptien

of u commodity, for the fv.de imported in une ycir may be cunsumed in

scveral years, or due tc sume particular Governi.ent projects, consumpti n

uf certain commocities moy be exceptionally high during one or more years, l) .

Since the available data ore often inadequate, o door to

door market survey hus to be carried out,

interviewing nuterocus itjporters, nanufacturera, wholesulers, distribut.rs

und large consuers,

These data are collected by

The Bank's Fconomic Departient having corried cut a marl. t

survey fur a particular commodity, up-dutes its data from tice tu tiem.

Often a market report on one commodity is helpful in market anclysis of

another product. A4s an example, we were recently ushed to finunce 8 glass ‘) ‘

wool sroject. The import statistics indicated very siall consumption «f
that product. But further study revenled thut with the development . f

light metal industry for manufacturing refrigerators, hot water hcuters

und cooking stoves, glass wool will have o

sizeuble iarket.

When the marketability of a1 procduct is eatablished, the

following queatiun orises: could the proposed industrial enterprise

preduce this product 8t o reascneble cost?

To answer this question,

the project ashoculd be evaluated technically ond financially, but the
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w market

d sta first step s to Loke o couprehensive study cuvering tace availubi ity of
ved stan-

suitadle row meterials at rensunable .rices. F.r domestically produced
ruw .aterials, tlc fellowiag peints shoold ae estobiishedr suffieient

quzintity, adequute quulity and possibility of delivery to the mite ot o
consumptien

tcunvnic price. In cades where raw Miterial requirec ents of o Jriject \
i ) . .
med in are t¢ be impurted vurtially or totally, u careful study of the inter-
. umption . . A - .
ns tr nationsl market as t  ivailabili ty and CIF prices of the material. should

ars, ' . . . ‘ . .
mwre year a» -‘ be wade, Furthert.cre, possible iluctustions in suply and price wad the
Government's tariff Jolicy should be considired. Such studies are often
carried out sugerficiully by cur applicants end 1n Boue cases, tiey arc

r tu

completely lacking. Our Econo e wd Technicul Dejartients Lhelp the
vted by

) applicunt in pregaring such studies, and in cases where our staff i1s not

stributors

qualified to dc 80, the wpplicant is wssisted in finding competent experty
-

to make the study,

mrket

tu time. Our econumists recommend o preject for finoancial wssiscance
1ysis of wiens

uce a glass v ‘ = tiey are assured of an existing or yutential arket,
mption «f

ment of = the availabi'it, of raw wterials is catablished,

heaters ‘
- preducticn costs os calculated by our Technical and Leans

Degurt ents Justify sales prices which should cuupure {a-
vorably with the prices of similar und/or lucsilly produccd
the : products,
prise
tion,

t the




2., Technical Feasibility

As mentioned befure, the projects which are presented te us
are often incomplete. On the < ther hand, some projects wiich muy be
considered complete, are technically unsvund due to poor ehcice of

site, laoyout, design ond Bachinery.

In evaluating the subMitted project, cur enginecrs and toch-
nicians study all technicul aspects of the projects. Their knowledie
and experience quelify them in evaluating mcst of the projects, but in
cases vhere vur own staff is not qualified, we are cssisted by Irim .
end/ovr foreign experts, Only those projects which are proven us

technically feasible ure cunsidered fcr financial assistance.

The selected site is exumined, tuking the follewing pornts
into considerstions access tu moterials and market, geclegicul condi-
tion of the svil, vulnerubility to earthiquoke and flood, svailabalit,
water, fyel, power and labor, access roads and meuns of communicati. .,
expansiun f the nearby city, and sufficiency of land for future plant
expansicnu, The applicant is rejquested to supply informaticn re aruin
thesc puints and in soue cusvs, he is assisted by cur engincers 1n

preparing adequate data,

The plant laycut and construction designs are exomined by cur
engineers., We have found thut sumetimes designs which hove pruven sa-
tisfuctury in other countries ure inadequate in Iran, In that resp:ct,

vur engineers, taking into account facturs such as labour capubilitics

ond habits and available construction waterials and equipment, rocemsend

alterations in plant-layuut and construction design. S8ince in sumpe of
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the submitted projects building costs are under-estimated and since in
Some cost estimates such items as water und acwage systems . re neclected,
8 cureful estimate of construction ccsts bosed on IMDBI's eyperience in
its other industrial projects is prepared. fhen the project is realizod,
the actunl und estinoted custs :re compurec. These comparative analysia

hielp IMDBI engineers in i.nking better estimates for subsequent projecta.

Since the type, size and cust «f machinery und equipment, the
processing vethod, and the scule of the plant will contribute to the
success cr failure of & pruject, IMDBI insists on o therough swdy f
tiicse pcints when the applicunt is chocsinge his mochinery. In that

respect, cur Technicol Dejartment must be assured thut:

The propoused machinery and equipment nre cunplete wnd

balanced, and thet their custs are rensonable.

The climetic conditions and the [eopruphic lucatiun of

the plunt are token inte consideration.
The plunt is copadble of producing the cstimated quuntitien,

Tue product’'s quality ieets prescribed specificativns ond
1 R ¥ ¥

that quelity contr. ]l Beans wre grovided.

Estinates of raw muaterials, water, power and fuel cnn-

sumptions are rgalistic.
Utilities ure provided,

The plint scale is justified by uvuilable ruw materio)

und/or market de..and for tae finished grucduct,
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- adequate supply of spore purts snd .sintenance cquipment

are provided.

- The process is not ubsolete and that it is suituble f r

the conntry.

- Plant erccti.n ond installation of equipment are carricd

out by competent perscnnel,

In order to sutisfy themselves regarding the ab.ove puints, «ur
engineers study the industry in question by reading the aveilable litera-
ture, visiting similar plants, cunsulting experienced institutions #uch
os IBRD and IFC, and holdin, numeruus discussicns with the applicunt, .
cunsultant and machinery suppliers. To et a fair estimate of the
wachinery cost, the applicunt is «ften requested tu present competitive
bids frou various equipment suppliers. In industries which the Bunl has
experience, vur engineers often help the prospective borruwer in prepa-

ring mochinery and equipment specifications,

Being satisfied witii the technicul aspects of the preject,
our engineers prepare estimutes of constructiun and erecticn pericd,
annual production, capital and production costs and working capit:l
require.ents. These calculations form the basis for estinating the

financial requirerzents of the project.

3. Financial Scundness

A survey of the industrial projects which were financed by
tlic Governient prior to the establishment of IMDBI revealed thot some

» @
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projects which were technicully sound and their products were salable,
fuiled due to pour financial structure, In sume cuses, the ewners fund:s
amcunted to about 30% of the cost f fized ussets und the “working copitil
wos omitted from capitul coust catimates. 'With such Quor debt-equity

retiv, the enterprise wus in trouble even Lefore the start . f Lperati .

In its efforts to develop heulthy private industricl cnter-
erises, LiDBI has insisted on s.und financicl structures. Ted:;, vut of
1ts purtfelio of 130 luans, cnly cne luan is in serious tr.uble Jdue t
gt T Banagerent, Alsu, o few burrowers huve had difficulties due t. e
recession yenrs (1961-1963), but the rest are prefituble ccing concerns.
Since the Bunk's lendin; policy is nut restricted tc a rigid frame-work,
eich prcject is evalunted on its own erits, Hewever, oll .rojects

shuuld izeet the following general finunci .l reguireczents:

oe The estimate of the total cipital cost of the Lr joct as

realistic ind ¢ nservetive,
b, The working cuprtal require. ents, caleulyted 1 the busiw
of u reusunuble flow of tateri.ls, sre included in the

total invest .ent estii.tes.

c¢s The project's financi.l require. ents, uther thun th.

requested lcan, :re secured,
d. The pruject’'s debt-cquity ratio 1s scund.

c¢o The estimated earnings .nd aveilable cesh will he such

thut the pgroject's debtsciuld be serviced comfortably,
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f. The expected returns on total investment und the eati-

mated earning on slure capital justify the investment.

To evoluute the pruject's ability n meeting tice ubove require-
ments, LiDBI Loan fficers prepare furecusts of tae entergrisc's .rofit

«wnd luss, balance sheet and cash flow cver the future yeors, These

f. recusts ore based on the techno—ecounonical feasibility report and taie

intc account such itews os finsncing custs during constructivn, crection

aond «perativm, startin; up c.sts, ull cperiting costs, depreciation,
taxes, vurioticns in row .ateriuls and sales srices, poeasible 1ncre.s.
in wayges and salaries, und increase cr decrcose in ccebtors, creditors
und ipventories. When the prcject's 8 undness is established, the
aount and the duraticn of the lean are deterziined in such ¢ way thet
the enterprise will be uble to service the loun satisfoctorily.  Tae
projects which huve been s far financed by IdDBI have debt-cuit;

ruoties of 60-50 / 40-50 and the loan duraticns rvonge from d to 10 ye.rs,

From time tc< time, IIiDBI 1s presented with yrojects which are
techno-economically feusible, but the spons rs' equity cupit.l is les.
thin the equity warronted by a scund financial structure. In theso
cases, the Bank invests in tle share capital of the industrial enter-
Jrise frem its wn funds ,md/ur fr:g the Govermment funds cit 1ts
dispcsal. 3Jy deing su, in additicn te implementing worthvhile projects,
the Bunk builds up a pirtfuliv «f shares, These shures could be
utilized later in providing some uscful trading papers to the stoch
muorket +hich the Bank in ccoperation with other bunks and the Govern-

ment, is trying to estublish,
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4. Competent donagement

Poor eanagement could thuse fuilure of yrojects which are
teonomically, technicully and finuncially seund. There are plenty f
exumples 1n Iran and other developing ceuntries. Since some of today's
entreyreneurs are the merchants and traders of the pust, und since thej
ore not €umiliar with the art and science ..f munogement, thiey try t run
un industrial enterprise in the sume Manner that they cunduct their
trading business. Proper accounting reperting, meuns of pr.duction and
inventory controls, and knowledge of distribution und murke ting ure
missing in their enteryrises. However, inspite .f these ‘'ofj cilcncies,
8ume industries continue to vperate fur soae tie due to . high profit
m.rgin which is creusted by excepticnal Government protect. .n und/’or &
cogtive narket,  But even with such prutectiuns, pourly ancged indus--
trics cennot stand econcuiec tides vver the yeurs und fuil eventuclly,
The recessiun years of 1961-1963 in Iran proved this peint und alerted

rany investors te the rele «f good munuge..ent,

In ¢rder to ensure the success of @ project, IMDBI] puts special
eLighesis ¢n the question of matiagement in ity project evaluation, To
that end, the churacter and reputaticn of eantreprencurs und their
reunngerial abilities ore studied. In c.scs where the competence of the
LWNers in management ia questionable, IUDBI guides and helpas its berro-
wers in c¢steoblishing goud management., In new and cuuplicuated industries
w#here experience and knuw-how is essenticl, the Bank in ceuperation with
the project 3pounsors, triea to¢ interest fereign canufacturers of the
sume products in investing in the share capitol of the enter.rise and
munaging the industrial colpany for the first years of vperation,

IMD3I's experience in such joint ventures hus been satisfuctory,
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.fter the conclusion of the lcbn contract, the Bunk ¢ atinn,
its interest in the pruject by fullowing up the project's implecentiti n,
Since most of our borrowers are not yet in a doslticn o pre are compro-
veasive financiel uad techmicel reports, from time t time . ur cniineers

and fincncinl analysts insgect the industrinl cmentes. These insper-

tions luve wpny advintoges among win ch are: wne, the borrower, fhiced witl

the Bunk's rejuireteuts, tries to improve Lis reportia, oml ccc untiw
syste..s, twu, the Bank's fficers in compnrin; their estimates virsus
setuslities, pain velueble experience an orogect evsluaticn, nd three,
the Bunk laving repalar prygress reports «n the preject, will be ana
gosition to snticipate ond solve in tine pussible difficultics woach

otherwise rary cuuse the failure of the preject.

During the first years «f «ur . _erativn, ID3I's rogquire ents
fur amd pr.occdures in project evalusticn seemed unnecesscr(, tedi. us,
iné time consuuin, to wany of our prospective o rrowers.  But since @
great majority of the .re jects which have becen finonced by the Jiunkh ar
srcfitable oing cuncerns, t duy mcst of the upplicants have & better
uncerstunding of cur metacds and try t. meet the stunduras which are det

by the 3unk.

Pro.oticnal activities

Most of the existing Iranian industries arec .wned by individuals
/ : : .
and,.r small groups of their friends and relatives. Theae 1nvesturs

due to their limited financisl rescurces which are slready exacusted,
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it . cannut cope with the desiroble industriul growtl of the country,

L mpri - Farthen.ore, since they insist onmajority shareh lding aud conteul of
LBeeTs tie incustrics in which they invest, seull invest rs from the mediur
PP 1cui.e bracket are not willing tc purchase shures in such campunics

ed with wiiere their riphts a8 minerity sharcho blers cann t be defended,
atin Therefcre, in order to mobilize the finuncicl res.urces f the cuntry

sus for an accelerated rute of industrinl growth, IMDBI has decided te

\’: ‘ Jromete and Laanch joint stock comganies in which the eneral public

three,

- con invest, For this purpose, the Bunk hus adcopted the following pro-

ek motional policies:

oe LDBI should identify w number . f high .ricrity industrisl

prejects uud muke every effort to study the econcmic,
recents . . . Sy .
technical and financial feasibilities by its cwn stuff .r

. us . .
’ with the help of exgerienced und reputeble consultunts or

j .ce & Lo A X . v
wunufucturers in industrisiized countries, in other werds,

HERTUSNY X . . .
prepure the pr.ojects for implementation,

tter .

are set d

be T finance the prejects, [LDBI wculd secure the share
capital cut of its .wn «r Government res urces a4t its
dispusal, finu and interest . ther institutionel investers
in Iran or abread in investiuy, find foreiyn industrial
portners in some cuscs, and, finally, invite the ;-eneral

public to buy shares in such ventures.

cviduals

¢ The loun enpital required fur the project would! come cut
~tors

ted of rescurces ut the dispusal of IMPBI in associativu with
19ted,

R DRI s b v i 2 i S 3

other banks in Iran «r abrcad «r by suppliers credit where
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the needed luvans are preater than IMDBI would wunt teo

finance.

co IMDBI and the isstitutionul investers such us peusion funds
or charitable f.undations etc, would hald topethery for o
number of ye.irs, « contr. 1lin, share ownership in the coopon
formed to. carry .ut the . roject., By this device, IL.IDBI hop .
tu sufeguurd the interest of the smakl shurehclder until such

time us the company is o .ing concerr ond well estublished,

de [IDBI would not directly munasge the project hut seuld find,
with the upprival of other investors, proper mun. g ement o1
it and, thrcugh its participation in the Buird «f the
Cumpuny, wiuld take part in policy ambing end keepiay the

uperatiens - f the cumpuany under review,

¢e In every case, cmpanies would be udited by inucpgendent

sruofessicnal wuditors appointed by the shareh.lders,

In corrying vut the above policies, IUDBI 1s uware . f the
sitfalls of petting toeo tuch invelved in these projects. It is aware
f the unrewarding investient of its wditinistrative rescurces. It is
alsc awure of tio clise an identification f 1t8 . wn naue with _rcjects
which, in case f fuilure, would heavily affect its public iiugce. For
these recs ns ILDBI hoeges that it can livit the nuber of r.jects it
will undertike to carry cut in this fushiun, and it houpes that . ther
institutionul investurs, especiully newer investi.ent corporations such

as the 0il Consurtiuc Investuent Corporation, will rise and tuke o
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larger share . i the burden. TDBI uiso h.pes that cver the years, with

the creation und growth of institutions such ns stuck exchungie and cudi tiv,
erifessional bodies, and with the reforms of tux wnd cotipuny laws, nnd witu
the udvancer ent «f better business cnid lepral stunderds and Lractices and
with u nere enlightened public spinion in this ficldy the s all shareh 1der
w11l find better protection and the bank econ follow iore noriasl investmont
it prometional policies. Mean.hile, the Jaunk tukes its resagonsibilitics 1
very serivusly in these proactional eases, in the cheice of the projects,

in its painstuaking ereguration and in the sclectien of pertners and tech-

nical und munagerial set up for them,

IiDBI has recently luunched . public coerpany for ii.pler.entatioun
«f o sugur beet plunt in the city of Neishubour, loucuted ut ubout 760 km.
w rth-cast f Tehran. The share capital o€ that cuLpuny i8 .wned by thc
slnki (its cwn funds uné Gevernment funds ot its disgusal), Naticnal
Iraniun 0il Cumpany Pensicn Fumds, and over 1120 iuvestors. The compuny’'s
uffairs are conducted by u coupetent wanugeer ent which 18 responsible t o
beurd of dircetors, consisting of representutives of all sharehdlders,
Under this set—up, the pgroject's i.pleientation bus started om o sound

basis wund there is every hope for the success of the coipany,

The Bunk hus ulready prepared the ground work for luunching two
mere industrial corpunies for gluss and paper monufucturing. These
cui.panies will be forted in covperativn with experienced foreign partners
who will be entrusted with the munugement during the first ycors of
operation. In view of ocur experience with the Neishabour Supar Pre ject
and the publie confidence in IMDBI, we anticipate an euthusiustic und
affircative respond frow the generul public when the shares are offered

for sale,









