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A. INTRODUCTION

An objective and searching project appraisal must form
the basis of financial decisions of an industrial deve lopment
bank. The exact Scope and nature of the exercise would
differ from project to Project and country to country. However,
having rezard to the economic conditions nenerally prevailing
in under-developed countries, it can be said that project
appraisal should not be concerncd merely with conventional
matters like cost, profit, terms of loan, etc, Instead, it
should be broad in Scope and cover aspects, such as impact
of the project on the eéconomy, development of a sound entre-
preneurial class, growth ot new ludustries, economic utili-
satiou of resources, etc. Business risks in under-developed
countries are usually larger than in advanced countries., The
Project appraisal should reflect a balanced attitude towards
risk-taking; merely because a project does not come up to
norms and standards established in advanced countries should
not condemn it for re jection. Development financing rather
than mere financing for protit should be the keynote of the
bank's operation. Finally, the emphasis in appraisal should
not be on tinding weaknesses of the project as of correcting
them. A positive outlook rather than negative screening, is
essential if development barnking i{s to be successful,

PICIC which is the leading Iindustrial Vevelopment Lank
of lakistan has sought to follow these objectives in its
pProject appraisal. The following article seeks to outline
PICIC's technique, problems and experience of project appraisal
of medium and large sized industrial projects:

B, lMiaterial kequiremen.s

Comprehensive, reliable and uptodate information is
necessary for arriving at a sound decision with regard to
financing of a project. PI1CIC has prescribed standard

questionnaires as per specimens attached to elicit the
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required intormation. Ihe questionnaires cover all the na jor
aspects regardiny che borrower and his pro ject, such as:
Borrowers
a) uwnership and coutrol ot the enterprise and
its capital strwcture;
b) wuality of the manapenent .nd etticiency of
organisation;
c) bresent manulacturing tacilities;
d) Past oparational pertormance, earning records
and tinancial position or the borrover.
Pro fect
a) thysical features of the project, construction
Prograime and technical know-how and supervision;
b) :stimated cost of the projuct and financing method;
¢) tstimated production costs and profitability;
d) liarket and marketing arran;ements;
@) General econonic Justification;

f) Financial projections,

1t is rare that this Preliminary presentation is adequate
for appraisal. Usually many §3ps in information, analyses and
conclusions are revealed. To muke up for this deficiency, a
supplementary questionnaire is Prepared to elicit more

information, In the course of this data 3athering exercise,

mutual visits by PICIC statf and the intending borrowers are
a normal feature, PICIC also provides such assistance as
may be necessary to enable the applicant to £i11 out the

questionnaire appropriately. In no case is a project re jected

on minor technical grounds or non-availability of information,
Policy regarding consultants feasibility studies is not rigid,

While the applicants are éncouraged to obtain technical and

'
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and partly due to the fact that in smaller pro jects
detailed surveys are not considered necessary. Since
the required data about the pro ject and borrower is of
primary importance for a,praisal, every eftort is made
to get as complete a picture as possible, Needless to
say that this impouses quite a burden both on the
borrowers and I'ICIC. Nevertheless the advantages of
fuller information clearly out-wei;h the cost and

1nconvenience involved and consequently the problem is

squarely faced. Besides, providing a basis tor sound
decision makin~, this exercise helps to educate the
industrialist in plamning his fuvestment on sound lines
and in the lonz run is to the interest of the coun ~v

as well as the borrower.

C. Aspects of lroject Apprais:?

The basic purpose of pro ject appraisal is to
ascertain whether the project is sound and to eftect
such improvements as would enhance its viability.

This involves a careful examination of all the aspects
of the project. b5pecial attention is, however, paid to
the following:

I - Market and Marketing Arrangements

II - Technical Soundness

111

Financial Prospects
IV - Managcment
V « iconomic Impact

1+ = Market and Marketing Arrangements

The first step in project appraisal is the scrutiny
of the forecasts of market and marketing arrangements.
An adequate and growing market backed by aggressive sales

promotion is essential if the project is to operate
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profitably., In case the Project fails to satisfy the
tests of market in respect of quality, price, distribution,
etc. its justification is clearly lacking. There is no
project, if there is no market. Much as it may seem
apparent, yet the predominant tendency among entrepreneurs
is to take it for ;ranted that a 'market' exists for

their products., This reflects partly the optinism based
on the experience of sellers' murket in the past,
Entrepreneurs frequently tend to take the view that while
they are expanding. the others would be static. Detailed
enquiries are also impeded by dearth ot data. There is
also an inadequate appreciation ot distributjon problems
in a growing but brogressively more competitive market.

Consequently, ir its pro ject appraisal, PICIC pays

particular attention to market and digtribution arrangements,

The appraisal is centred round:
a) product analysis

b) examination of past trends in supply
and demand

€) examination of future trends in supply
and demand

d) determination of specific market, and

e) sales administration ang budgeting.
a) The aim of Product analysjis ig to appraise the
potential of che Prouuct and jtg Ssuitability for being
éncouraged. lroductsg devoid of Potential (e.y, alcohol
in a Muslip country) or luxury jtems or items of temporary
demand are considered unsuitable tor tinanci ng, Pro jects
for making 4oods which are being Satisfactori ly procuced

by cottage industries are also discouraged.

s,
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b) If the product proposed to be made is considered
suitable for encouragement, the next step is to review
trends, in the past, of supply and demand. Deficits

and shortages are clearly indicative of the need and
desirability of additional capacity, and vice-versa.

A very common tendency in Pakistan is to ma;nify the
deficit by over-rating demand and under-rating capacity.
Although deficits have been encountered in the past,
these were in many cases the result of unutilised
capacity. 1t is obvious that this situation justifies
utilisation of existing capacity rather than addition

of new capacity. PIlCIC therefore seeks to establis‘h
realistic estimates so that extra capacity is not created
through the under-estimation of production potential.

c) The crux ot the market analysis is the forecasting
of future demand and supply. A most important pitfall

to be avoided is an exagserated view of growth potential.
Pro jected growth rate is examined to see as to how it
compares with the past. 1n case of over-optimistic
forecasts, downward adjustments are made. It is enquired
whether the sponsors have allowed tor changes in fashion,
growth of substitutes and government policy. In case the
pro ject will replace imports, 1007 displacement ig ruled
out in forecasting demand for local products, If exports
are envisaged, then the sponsors' forecasts are subject
to an even closer scrutiny in view of the competition

in the world market. Unless natural advantages in raw
material or other favourable factors exist, exports
prospects are not rated highly. DUemand forecasts are
required upto five years. In calculating capacity,
existing and sanctioned capacity is taken into consideration.
In case future forecasts indicate shortfall of supplies,
the project is considered to be justified from marketing

angle.
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d) It 1s inconceivable that whole of the unsatisfied
market would be available or captured by the new-comer.
Sales take time to build up and are atiected by freight,
Price, quality, competition etc. etc. In estimating the
specitic market, realism and caution are PICIC's watch-
¥ords, Sometimes mere estimation of the likely share of
market may uot be deemed sutlicicut and entreprene urs
may be required to furnish written ofters of purchases.
This 1s done where the product is new and/or market ig
dominated by one purchaser, Thus, in a DOT pro ject
formal assurance of a certain ofttuxe was required to be
obtained from the Gevernment Department concerned., Such
an undertaking is also considered necessary where g
sizable part of the output 1s {ntended tor export, This
'specific market' Problem is often sajq not to exist
where the project aims at backward Integration and thus
caters to a captive market , However, {n so far as it
would displace supplies from existing sources, this may

alfect other Producers and may lzad to idle Capacity,
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eftorts and can not be umdertaien elticiont ly Cosetner.
gxpenditure on sales promotion egual to 1 - Sh ot the
sales is enerally couslderced adequiate,

11 - lechuical aspects

A carciul evaluation vl the technical side ot the
project is very faportant, For Teasois ol oeiw ral teamiical
backwardiess, livd croedit and oy ressive selllo, by wecntuery
suppliers, it 1s not unusteel 1or laviw, errers to e tound
in the projects as prescutued by poinars. Caienn Lhe duerelop-
ment bank is alert 1o celecbin, thet, Ui viat i lity ol whole
pro ject could be jeopardiseds oo i tries Lo 1 suciale
jtseltr vitn the techuic 1 oide i the prodo. L oal a ritdee
early sta e uvi.en the project s eing avi lateas U Dbelps
the borrower in the selection ol ceosultants, du ratting
their teris of retorence dna 1 APl i dor o creliodaars
inquirics and Lests. In the sphere of tectinde I o radsal,
proper attention is auveushed ol

a) anuiacturing process

b) wocation .nd tucilities sor the
Lo lenentation o Lthe project

¢) vusl ot project

d) lnit cost ot production
a) ,anuiacturiug process has a vital I ring on the cost,
protits and size ot the project. The nenulacturliiy process
should be well-cnoseu with reard Lo techil 41 chiaiucteristics
ot the avallable raw materials, the siee oo the market,
location aud climatic conGitions ete, in uoing oo the alter-
native anuiacturing jrovess. S availai le suonld be tulsy
considered. It is olten stated that developing countries
should avoid such imwovations in tectmolony as have not heen
tried elsewhere. It is PICIC's expericnce that no such
directive can be rigidly laid down. while a developing
country need not bLe the guinea-pip lor coud erciully untried
inventions there wisht bLe circumstances when it would be
in the interest of the country to be the pioneer in new

technolojy. PICIC ha s financed the
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manufacture of particle board from jute sticks which

is the only project of its kind in the world.

Lifferences of opinion also exist with regard to the

desirability ot purchasing seccond-hand equipment

incorporating out-dated technology. again wo intlexible

rules can be enunciated. There have been occasions

when PICIC after satistyins itsclf alout cost and other

factors has financed importation o1 second-hand

equipment with satisfactory results.

b) The next stage of enquiry is re-arding the suft- (
ability of proposed location and tacilities for the ) b
implementation of the Project. 11CIC examines this

aspect in the light of:

o o

1) Proximity to the market.

ot i s 0

ii) Availability o1 raw and auxiliary :
materials and their costs in the i
area. :

1i11) availability ot tuel, power and water
and their cost in the area.

iv) Availability of skilled and unskilled
labour and their waies in the area,

v) The existence of transportation facilities
(proximity to railways, main hihways
or to ports),
vi) ffect of climatic conditions on the product.
vii) Facilitics tor the disposal of afitluenoce,
In some 1ndustries, location is sclf-determined
(e.g. 8ugay cement,etc), Ip many others, however, it
18 largely a matte- of choice (e.;. texti les, engineering,
vegetable oil), . frequently obsgerved tendency in
Pakistan is towerds concentration in well-established
industrial centres. As undue concentration ot this
type is neither in the longerun interestg of the country
nor of the projects, a worthwhile aim o1 g development
bank should be to iniluence dispersal of industries 1
backward areas to the extent 1t g pPossible without

Pre judice to the technical considerations, PICIC 1s

fully cognisant of this and itg efforts, powerfully
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supported by Government fiscal incentives notably tax-
holiday, have led to establishment ot iundustries in

backward areas to the benefit of industrialists and the

country.

c) By far the wost important aspect ot technical

examination is the scrutiny ot the project costs. ln the

event ot pro ject costs being under-rated, serious

difticulties are inevitable. To verity the capital costs,

an itemwise examinution of the tollowin: components (and 1
their costs both in foreign and local curreucies) is

carried out:-

Pre-investment expenditure

Land

Land improvement

Building and site fuci{lities
Machinery and equipment

Furniture and ftixtures

Spare parts

Motor Vehicles and lransport
Duty and Taxes oun importeu poods
Interest during construction
Consulting services

Intangibles

Preliminary and start-up expenses
Initial working capital requirements
Contingency allowance (10-15,)

Notwithstanding the careiul examination, under-

estimation is not entirely eliminated. Under-estimation

in capital costs and consequent over-runs tend to be

caused by:-

i) Price escalation

ii) Incomplete equipment

111) Changes in original project through
introduction of retinements,
automation,etc

iv) Lag in the provisiou ot public utilities
(e.3. electric supply, railway sidings)
necessitating extra expenditure

v) Uncertainty about the country of supply
due to the tied nature of foreign credits

To minimise chances of over-runs in capital costs,

PICIC takes special steps such as:-

1) Rechecking of project costs by independent
consultants and providing tor price
egcalation
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i11) Firm international quotations ot major
items of machinery and equlpreont from
s2veral countries

i1i1) Suppliers' guarantee about the completeness
and performance of the nachiuery

iv) Opening of LCs within the Limit ot validity
of the quotations

v) Firming up ot arrangement s aod tvin, oL time
schedules with public scctor autnorities

regarding the availability o, utilities,
d) The final stage ot technical djtralsal is concerned
with evaluation of the cost 0t production und whether the

envisaged size of the plant s dn econovmic one. This
evaluation involves examination ot the tollowing components
of cost:

Cost of Kaw material

Cost of Auxiliary material
Power
Fuel
Water
Chemicals

Cost of Labor

Depreciation

pPairs and maintenance

Uverhead expenses
Administrative expenses
Directors! remuncration
Packing expenses
Bonus to Labourers angd Statt

Insurance of the factory and steocks
Labour welfare experses
Contingency allowance (10-15%).

Like capital Costs, production costs are apt to be
under-estimated by the spousors. Where the pro ject has
been prepared by foreign consultants not having sutficient
knowledge of 1ocal conditions, productjon costs often do
not reflect rea} conditions. 1In vieyw ot this, PICIC
analyses every cost element Systematically, Special
attention is paid to "rate of recovery" of raw materfial
(or Percentage relationship between input-output),
forecasts of raw material prices, labour requirements,

wage rates, maintenance €xpenses, salaries of toreign

supervisory staff, depreciation and amortization expenses,

Lvery attempt is mace to arrive at fair apg conservative

estimates, lest on its completion the pro ject may be found

to be uneconomical,

’,
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111 - Financial lrospects

The third staye oi pro ject appraisal is shether
the project is soundly conceived trom financial angle.
For whatever the technical or other merits of the
pro jects, unless it has fair prospects of profit and
timely repayment ot luvan and interest, its financing
would not be attractive for the development banker
and the entreprencur himselt,

Much can be learnt about the financial prospects
of a project by looking at fts performance in the past.
Therefore, PICIC closely scrutinises the balance sheets
and earning statements tor past 3-5 vears. The trend
in debt equity ratio is reviewed. Soundness of short-
term position is jud:ed by the trends in current ratio.
Profit ratios are calculated to find out as to how
these compare with the aver.pge in the industry. Apart
from measuring protitability ot an existing enterprise,
policies relating to depreciation, reserves and dividends
are also reviewed. Although bench-mark ratios in
respect ot debt-equity, current assets, net profit are
prescribed, these are not taken literally; instead an
enquiry in depth in individual tipures and indices is
undertaken to discover the real situation.

Where the project is new and a historical analysis
1s not possible, the antecedents ol the sponsors are
checked by reference to banks together with an
examination ofz};ﬁ\:r business activities.

While the analysis of the historical data in the
light of the present is necessary, the most important
consideration icr a development bank is the prospects
for the future. Here both the old as well as new
pro jects pose peculiar problems. The problems here
relate to the future which is uncertain, The best
possible estimates of income, expenditure, profits,etc.

are required. Often the basic data in this connection
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is furnished by sponsors of the pro ject and PICIC
makes an independent verification to see that the
pro ject meets the following minimum tinancial standards :

1) That the operating costs and revenue estimates
are complete, accurate, safe and realistic;

2) That the project will be able to service its
total debt (both interest and principal repayment
instalments) with a reasonable margin of safety;

3) That operating at a realistic level of production,
the pro ject can meet all costs and provide a reasonable
return on shareholders ' investuent; and

4) That tinancing arrangements made or proposed
shall ensure that the project will have the cash it
needs, as and when it is required.

Like other aspects of broject appraisal, the
emphasis here too is on realism, moderation and caution,

The results are expressed in the torm ot following

ratios:
Gross Profit: Sale
Uperating l'rotit: Sale
Net Income (after
tax): Sale
Net Income: Total Capitalisation
Debt Service
Coverage

In general, a Project is considered to be viable

and fit for tinancing, 1f it meets the following norms:

Gross Profit: Sale 20-25%
Operating Profit: Sale 15-20%
Net Income (after

Tax): Sale 5-7%%
N;t Income (after

ax, Interest): quit 10
Debt’Service “ y *
Coverage 2-2.5 times

The final stage concerns examination of the
financial plan envisaged in the Project. The chief
question here of course is the debt:equity ratio,

A very substantial loan financing would be Unacceptable
to any development bank as being tantamount to lack of

commitment on the part of the spongors. At the same time

iR

)
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a high level of equity investrient may not be possible
for reasons ot shortae of saving, non-availahility
of risk capital and weakness oi stock market. In Lhe
initial staes of developrment, somcewhat large dependence
on loan tinancing is unavoidable. the exact decirable
level of debt : equity cammot be postulaled on a priori
basis. FICIC s a rule sceks an equality in long-term
debt and equity but rclaxations are made 1or sound pro jects
by providiug lonser amortisation schedules and by working
out appropriate sccurity arriniements, IICIC's experience
is that such tlexibility is necessar: lLor accelerating
development and encoura ing private enter;rise,
IV - lanagement.,

lanacement is the key factor in the success of an
enterprise dand at the sawe ti'e the nost ditficult of
all elements to aprraise, .here a project is to be
carried out by an existin;, orsunisation, much can be
learnt about the quality ot the mana ement trom a siudy
of what has happened in the past; yet it o.ten happens
that a management with a goou past record is inadequate
to handle greatly expanved operations. Good mana:ers
are rather scarce in under-developed countries, The
predominant type of business or:unisation is one
financed and controlled by a family or closely related
group. iven where the enterprise is incorjporated as a
public limited company, the ownership and control
continues to rewain with the ori inal tamily or -roup.
There is a marked suspicion oi outsiders .nd enployment
and promotion are normally on ihe busis of kinship and
blood. wefusal to avail of iinancial assist.nce if it
involves encroqdchment on ticht control is not uncormon,
A development bank could hardly a.ford to take chances
with manazement in vicew or its pivotal position tor

the success ot the enterprise. I'ICIC adheres to the
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followingz broad suidelines in ensurine sound managenent ¢
1) Where an existing project has had a fairly
long record ot success, no attempt is made to
seek chianges in jts management except fn the
event of the pro ject becoming too complex or biyg
after expansion.
2) New and big Projects are as a rijle required
to be incorjporated as public limited companies
with diversitied tinancial and admiuistrative
control,
3) In exceptionally bio and com. lex projects,
turn-key arrangements are cousidered icessary
and are prescri bed.
4) dmploy.aent o forei 'ners s generally requd red
in new projects; technical collaboration ig
eéncouraged where special formulae and patents are
involved.
5) In Joint ventures with J1C]IC equity participation,
PICIC is not averse to transferrim; its voting
rights to foreigners to énsure their coutrol on
management .
6) Plclc réserves the risht to appoint one or more

directors ot its own on the borrowing concern's

board.

V - Economic Impact

It musc, therefore, 8ee that the Perojects financed by it

are capable of generatin; economjc benefits commensurate

with the costg involved, A comprehensjve analysijig of

Pro jects' €conomic impact must torm an integral mrt of

its project appraisal., ri¢jc takes thig exercise

Seriously, Following are the major Criteria in this
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connection:-

a)

b)

c)

d)

Value Added in Manufacture

Calculations of value likely to be added
are made and related to its capital costs.
If the capital: output ratio is above 3.5,
the project is not considered suitable tor
financing.

Earnings/Savinis of Foreign kxchange

Pro jects with potential to s.uve or earn are
preferred. PICIC projects generally repay
their foreizn exchange expenditure in less than
3 years which sets the norm.

Employment

Employment potential is given a high priority
in view of surplus labour and shortage of capital
resources. For this reason simple technology
and less capital intensive projects are
preferred to those which are more complex and
expensive in capital terms.

Industrial/Agricultural Wastes and By-products

Another objective of r1CIC is to promote
utilisation of the national resources economically.
Its appraisal therefore sorts out and shows
special consideration to projects based on the
utilisatjion of industrial and agricultural

wastes and by-products,

The above completes the basic appraisal of the

pro ject.

Properly organised and carried out, it yields

a wealth of information of vital importance to decision

making.

If the project is found to be satisfactory on

all the counts, it may be sanctioned financial assistance

on PICIC's normal terms which are an interest rate of 7%%

on foreign currency loans, 6%% on local currency loans

and maturity normally of 7-12 years.



Follow-up and Supervision of Loans

The task of a long-term financing institution does
not obviously end with the appraisal of the project and
sanction of assistance. From the date of such sanction
or entering into a commitment for such assistance, a
new chapter begins ir;hghe relationship between the
development bank and/industrial concern which 1t has
decided to assist, the relationship which may spread
over some ten years or more. This emphasises the need
for a proper system of follow-up action and close
supervision throughout the duration of the loan. The
period of follow-up and supervision relates to (1)
disbursement of funds after legal and other formalities
stipulated with the borrower are complied with and the
pPro ject goes into production; (2) supervisin: the
operations of the project and assisting where necessary
to ensure its smooth and profitable working, and
3) recovering the loan instalments as these become due.
In this Process, much first-hand intormation about
Project cost and operating expenses accumulate which
8erves as a check on estimation of future pro jects,

For the purposes of collecting and analysing this data,
PICIC has got a full fledged End-Use Department,
D. Conclusion

N promoting
sound investments, This may be seen with reference to

PICIC. 1In the Seven-year period of its operation

(1958-64), 1t has financed 405 Projects for a total of

oans in foreign
direct equity pcrticipation,

—— S
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under-writing and direct loan and foreign equity
from abroad. Of the projects financed, 208 loans
were for new projects and 197 loans were for
balancing, modernisation or expansion o jects,

The projects covered 78 imdustrial categories and
214 projects have already been completed. A measure
of the effectiveness of 1ICIC appraisal procedures
is that so far not a single project has run into
serious difficulties resulting in bad debts. Repay-
ment of instalment and interest is by and large on
time. Reflecting this, I'ICIC net protits (after
tax) have risen continuously from ks 0,39 million in
1958 to Rs 6.71 million in 1964, It has been paying
dividend at the rate of 74 to its shareholders since
1963. The FICIC share is quoted on the stock exchange
at a premium of over 40%,

Simultaneously, the economy has benefitted by
judicious investments. Total investment in rICIC
financed projects is estimated at RKs 2,500 million. The
difference between this fijure and assistance rendered
by PICIC, viz., Rs 1,446 million measures the mobili-
sation of private resources, The capital mobilisation
ratio works out to 1:1.4 which is regarded satisfactory.
The Corporation has made a significant contribution to
the increase in gross national product absolutely and
as related to capital outlay., It is estimated that net
value added in its projects would amount to Rs 661 million,
yielding a capital output ratio of 3.8:1., Net foreign
exchange savings / earnings are estimated at Rs 400.1
million per year. This when compared with the foreign
exchange outlay of Rs 954.6 million means that on an
average the projects repay the full foreign currency

cost in 2.4 years. In some cases the rate is faster,
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Impact on primary employment is estimated at 55,600
Jobs, of which 29,900 will be skilled, 22,000
unskilled and 3,700 office workers.

There have been other benefits as well. Of the
projects financed, 17 were joint ventures resulting in
an inflow of foreign capital as well as valuable
technical know-how and cooperation. OQut of 208 new
pro jects, 74 were sponsored by entrepreneurs entering
the industrial field for the first time. PICIC
financing has markedly strengthened the stock market,
50 enterprises have been established as joint stock
companies, of which the shares of 24 companies were
listed on the Stock kxchanze. Last but not the least
the private enterprise has been acquainted with the
sophisticated techniques of Project preparation and
analysis so that it now displays a high degree of
buoyancy and is in a position to progressively undertake

larger and more complicated pro jects.

S
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Annex I Loan application form for new induet ries

Pakistan Industrial Credit & investment Corporation Limited

JUBILEE INSURANCE HOUSE
McLEOD ROAD
POST BOX Neo. 5030
KARACHI.

LOAN APPLICATION FORNM
( For New Industries )

PRELIMINARY INFORMATION

(9) Applications should take the form of a letter or memorandum giving the
information asked for below. Paragraphs should be numbered to corres-
pond with those in this questionnaire.

() Itis not expected of the applicants to cover all points extensively while
submitting their preliminary applications. PICIC will appreciate receiving
a first application containing as much information as may be readily
available. After this preliminary information has been received and
studied, PICIC will inform applicants whether the Jaroject is suitable for
financing and what detailed information is needed for processing the
application.

() Please send 3 copies of the replies.
A—GENERAL
1 Name and address of the applicant.
2. Nature of present business and locaticn.

3. Nature and location of proposed project, its classification under the
Industrial Investment Schedule State the item number in Schedule.

4 Amount of loan applied for:
(e) Foreign currency
(b) Local currency

5. Name under which the project will be operated and whether it will be:
(e) Partnership—give names, interest and addresses of partners
(b) Private Ltd Co. -give names, interest and addresses of direc-

tors/proposed directors.

OR

() Public Lid. Co.-give names, interest and addresses of
directors,;proposed directors.

6. If you are one of a group of affiliated companies or enterprises give
a brief description of the group and your relationship to it.

7. Name and address of banker(s) of applicant and of banker of
individual partners/directors.
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B-- DESCRIPTION OF THE PROJECT

8. Describe in detail the project for which financing is requested,
indicating the capucity to be installed for euch production line, the
land (if any) required and buildings to the erected. Furnish copies
of engineering report (if any), flow chart of process, and lay out
of plant and building and site plans

9 Give complete list of machinery and €quipment proposed to be
purchased under the loan wit a description for each major item.
indicating items to be imported, and their C&F cost and items
which can be purchased and fabricated locally and their esiimated
price

10" Describe the manufacturing process and requrements and avaijl-
ability of rqw materials, electric power, water, fuyel, transport
facilities and other essential services.  Indjeare what arrangements
have been made or are planned to obtiin them

' Give an estimage of the time required 1 complete the project,
indicating phasing of work, Préparator work, placement ot order,
construction of buildings, delivery and installation of the epuip-
ment and trial operation)

12 Who will be incharii of comstruction of the project and jts
operation?  Have you heen advised by iechnieg| consullants? If
80, state consultanis’ qualifications and forward a copy of their
report. If not, would you be prepured 1o tngage qualified consyl.
tants at your own cost and withom any commitment from PICIC,
to advise you on the project ?
C—COST OF PROJECT AND MEANS OF FINANCING i
13. Give an estimate of cost of the project as follows.
Local Foreign Total g
(Rupees in thousands) |
Land
Buildings
. Imported
Machinery { Loca]
Assembling and installation
including customs, clearance
inland freight and insurance,
Auxiliary equipment ‘ :
Other items (specify, ¥
Total fixed assets
Working capita] requirements
Total investment
. .




14, ;i;:\?r is the cost of the project under column 3 above proposed to be

Local  Foreign Total
(Rupees in theusands)

‘Your own contribution
Loan from PICIC
Other sources (specify)

D—-ECONOMICS AND MARKETING

15. Give background and experience of thosc to be incharge of the
commercial and technical management of the factory.

16. State the requirements and availability of skilled and unskilled labour
anc} other staff. What arrangements, if necessary, will be made for
training of labour ?

17. Give detailed estiinate of cost of production per unit of the pro-
duct (s), based on 100°,. annual capacity utilisation, stating number
of days and shifts of the operation. How does this compare
with C L.F. value of similiar goods when imported from abroad

18. State the number of shifts you would normally operate and the
quantities and costs of various raw materials required. classified
under indigenous and imported.

19. Local demand, production, exports : Prepare and supply the follow-
ing information for the product (s) you plan to produce.

Year Total Local Demand Tow Curreat Expori Potential
l’ Quaniity | " Value | Quaniily k Value | Quanuty  Value
196—(this year)
196—(next year)
196—
196—
Ploase explain in detail exacily how you arrived at each figure in the
above estimate.
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20 Imports of vour products

For Past Three Years

Year West Pukistan East Pukistay, Total Pakint_n_r_l
O-t;:t'ity \':Ile ‘)nmnl_i_t_! Valne Ou_n_nl_il__y !i"'

Last year
Year before last

2 years before last

Please explain where You got each figure and mention the tames of
publications if any were referred o

21 Ectimated ( nit Lot of Production of Uaiy
Selling Price, 4 Profit.
TR .
Unit Cost Unit Hing | rice Unit Profiy
After Completion of Projee
Pluase explain the basts for each Ugure. It they ure based on g
similar eXISHNE unit, Ml degails of ‘thie unit’ may plese be piyen, For g
malti-produycy usiness ahove data should he

fiurnished for ciach type size of
product and should he given in un Annexure, angd dverages mserted in
the above column,

2% What is the C.LF price of the same or similar imported products ?
Rs.

' If product iy being imporqeq from muany countries, CF. price for
3 leading countries should be’given both histed ang actual price.

23, After your project is conpleted what wil your sales be »

—-ﬁ_‘.._-———_..___\ - —
Sales foreca, Dometic)

’ Lxpor
Year r '
(,)uanm_\ Vatue

Chuantiry Value
Ist year (196 )

2nd ,

3rd
4th

Sth ,,

133

Please explain in defa] ¢

: Aaetly how yoy arrived ; .
above estimate, ) d at eac

h figure 1n the

How much ¢, you expect to ¢

4 through bopy, vouchers, if apyg

24 Your Sajes Organizatipn,

List the names of

) your key saleg Oor marketi 1 i
perience and salary grides, m rl\ctmg cecutives, their ex-




25.
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How many salesmen do you propose to employ ?
Give an estimate of your annual advertising expenditure

Wbo?are the major consumers of the product you propose to manufa-
cture

Do you propse to scll through wholesalers, retailers, or dirct, or &
combination of wholesalers and retailers?

Please explain your proposed chunnel of distribution.

How much ¢ »ur .‘cttuircd raw matenial is available locally and how
much will be imported!

What would be the estimated yearly foreign exchange savings earnings
consequent to the local manufacture of the productss)? Please give
the basis of year calculations.

E—MISCELLANEOUS

26.

27.

Are there any special considerations which you think PICIC should
take into account in considering your application

}lllave lyou applied for a loan to any other institution? State result
thereof.

We hereby certify that the above particulars are coriect to the best

of our information and belief.

Signature of Authorised Representative.
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Annex II Lication fo existing indu

Pakistan Industrial Credit & Investment Corporation Limited

JUBILEE INSURANCE HOUSE
McLEOD ROAD
POST BOX No. SO08s8
KARACH]I.

LOAN APPLICATION FORM

(For  Existing Industries Requiring Fineacing fer Extension,
Balancing and/or Modernisation)

PRELIMINARY INFORMATION

(6) Applications should take the form of a letter or memorandym giving the

(b) Itis not expected of the applicants to cover all points extensively while
submitting their preliminary applications. PICIC wil] appreciate receiving
a first application containing as much information as may be readily
available. After this preliminary -information has been received and
studied, PICIC will inform applicants whether the project is suitabje
for financing and what detailed information s oeeded for processing the
application.

(¢) Please send three copies of the replies
A—GENERAL INFORMATION
I Nan.e and address of the applicant.

Nature and location of industry and year of establishmen.

Names and addresses of bankers.

w0

Amount of loan applied for :

(@) Foreign Exchange,
(b) Local Currency.

5 Nature of project and jis classification under the | i
Investment Schedule. State the item number in the Sc?’:ednu‘;:.“ml

6 State whether Partnership, private limited or public limijted

company. In case o company fyrpj
and Articles of Association. Pany. furnish 0Py of Memorandum
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Names aand addresses of partners/directors and principal executives
and their interest in other enterprises.

If the company (borrower) is one of a group of affiliated companies
or enterprises give a brief description of the group and the
company’s (borrower's) relationship to it.

B-—PRESENT OPERATIONS AND FINANCIAL POSITION.

9 Figures for the last 3 years i respect of :-

10

13
14

Year Year Year

(o) Amnnual turnover
(b)
(¢)

Gross profit and

Net profit (after depreciation but before taxation)
Balance sheets and profit and loss statements for cach of the last
three years and as of a recent date.

Present bor-owings (il any: and security given.

Have vou apphed
for a loan to anv othes

institution” State result thercof

Amounts (if any) lent 1o due from partners directors or other
enterprises with tull paruculars.

Full particutars of any litzations filed by o1 against the enterpris:.

Full particalars ol any guirantees gwven for partners directois or
other enterprises

C-PROJFCT TO BE FINANCED

15

17

18

19

Describe the present plam and give 4 list of the existing machnery
indicating when it wuas installed, its country of origin and present
condition.

Your present rated capacity single shift 8 hours) for each of the
items and vour actual produciion. How do you account for the
differences

Describe in detail the project for which financing is requested.
indicating the capacity to be installed for eack production line, the
additional land (if any) required and buildings to be erected.
Furnish copy of engineering report, flow chart of process, and lay
out of plant, if available.

Give full list of the machinery and equipment proposed to be
purchased under the loan with a description of and justification for
each item, indicating items to be imported and their CIF cost and
items which can be purchased or fabricated locally and their
estimated price

Describe the manufacturing process and the requirements and
availabilities of raw materials, electric power, water fuel, railway
and road transport and other essential services  Indicate what
arrangements have been made or are planned to obtain them.
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20 State the requirements and availability of skilled and unskilled

labour and other staff.

21 State the number of shifts you normally operate and the quantities
and cost of various raw materials required, classitied under indigen-

ous and imported.
22 In case of expansion of existiog capacity :
{a)  What is the present daly output ?

(b) What will be the daily output after evpansion,

23 An estimate of the time required 1o complete the project, indicating
phasing of work (preparatory work placement of orders. contruc.
tion of buildings, delivery and instatlation of the equipment and

trial operation)

24 Background and experience of those inchar;zc of the com.nercial

and technical management of the factory.

2 managing ageney

exists, furnish copy of contract.  Who will’ be incharge of ¢hnstrag
tion of the project and s operation ?  Indicate present op

proposed arragements for consultants and techic ] ssistance

D—COST OF PROJECT AND MEANS OF FINANCING

25 Estimate of the cost of the project as follows

dn thousand Rs.,)
Existing  Project
Plant

Land
Buildings

Machinery { {_"g!;:l' ted

Assembling and installation,
including customs ang clearance,

Auxiliary equipment

Total

Total fixed assets

Working capita) requirements

Total investments

. LN TRV ¥
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26 How is the cost of the project under column 2 above proposed to

Fe met ?

(In thousand Rs.)
Local  Foreign  Total
Your own contr.bution
Loan from PICIC

L1 seuarees (speaify,

E --ECONOMICS AND MARKETING

27 Local demand, production, cxports:  Prepare and  supply the
fotlowing mformation for the product (s) you plan to produce?

Year l Totai Local Demand T(#;gdig;:;:l Lxport Potential
| Qunny  Valae | Quanney o Value | Quanuty - Value

196 — (this ycar)

196—+1

196 —-+2

196---+3 ..

196 --+4

‘Please explain in detail exactly how you arrived at each figure in the
above estimates.

28. linports of your ucts
For Past Three \r:::l

Year Yest Pakistan East Pakistan Total Pakistan
Quantity Value Quantity Value Quantity  Value

Last year
Year betore lust
2 years before Last

Pleuse explain where you got each figure and mention the names of
publicatiynas if awy were referred to.

29.  Estimated Unit Cost of Production,
Uait Selling Price and Profit.
Unit Cont Unit Selling Price  Unit Protit
As at present

After Complction of Project ...

Pleasc explain the basis for each figure. If they are hased on a
similar existing unit, full details of this unit may please be given For :
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i-product business above data should be furnished for eacn ype/size of
;Ir:]:l::gognd should be given in an Annexure, and averages inserted in
the above column.

30 What is the C I F. price of the same or similar imported products?
Rs

If product is being imported from mang countries, C.I.F. price for
0

3 leading countries should be given th listed and actual price.

31 What have your sales been for the past five years ?

| Domestic Sales Exports
Year - : ) T

. Quastity Value Quaatity Value

Please explain in detail exactly how you arrived at each figure in the
above estimate,

How much bonus vouchers did you ecarn? How were they utilized?
What were their sales proceeds ?

32 After your project is completed what will your sales be?

Sales forecast (Domestic)

Exporis
Year
Quantily Value Quaniity Value

Ist year (196—)

2nd .,

d ,,

4th |,

5th ,,

. Please explain in detail exactly how you arrived at each figure in the

above estimate,

How much do you expect to earn through bonus vouchers, if any”

33 Your Sales Organisation,

(6) List the names of your key sales or marketin ' i '
executives, thei ce
and salary grades. § helr experienc

,
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(b) What is the exini? strength of your salesmen and how many more do
you propose to add ?

(¢) What is your annual advertising expenditure at persent and what increase
do you expect as a result of this project
(d) How much commission do you allow to your agents (if any) ?

F--MISCELLANEOUS

34  Are there any special considerations which you think PICIC
should take 1nto account in siudving yvour project

We hereby certity that the above particulars are correct to the
hest of our information and belief

Signature of Autherised Represeatative

Place. ... .. .. . .. ..

Date ...ooov..
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