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i. Introduction of the Parties to the Joint Venture

First Vietnamese Party: Hanoi Export Leather Shoes Pactory

Address: Linh nam - Thanh tri - Ha noi
Telephone: 2.62256, 2.62246, 2.62247
Telex: 411-295-GILINA-VT
Representative: Mr Trinh Ngoc Boi - Director
- Established since 1958, specialized in the manufacture of the
leather shoes, leather products and similar - leather articles for
export.
- Total existing labour force: 700
Of which: + direct production workers: 644

+ indirect employees : 56
Most factory workers have been trained, 35% of which have had
previously operated advanced technological 1lines for shoes
production abroad - in FR of Germany, Republics of Czech, Slovakia,
CIS...The average professional level of workers attains 4/7, the
staff of experienced technicians and specialists comprises 25
engineers, there are 10 highly skilled workers able to manufacture
products according to catalogues.

- The overall land area of the factory extends on 10,000 sqgq.m of
which 6,216 sq.m built areasa with various kinds of roof including
2,953 sq.m of office. The fa~tory can dispose of stable power and
water sources.

* Second Vietnamese party : Ha Nam Ninh Export Frozen Meat
Enterprise.

Address : Nang Tinh district, Nam Dinh city, Nam Ha province.

Telephone : 8448, 8449

Representative : Mr. Tran Huy Nam - Director

~ Purchasing buffalos, oxen, pigs for meat processing then a

large quantity of hide is available.

- Are available a large area of premise and shops, an own electric
and water network.

- Representative : Mr. Trinh Ngoc Boi, Director of Hanoi export

leather Shoes Factory.

% Foreign party : 3T SRL Italy, a liabilities limited Company with
registered capital : 99,000,000 lyres.

Address : Via Cortine 65 83029 Solofra (AV}) ITALY.

Telephone : 0825/534323.

- Representative : Mr. Mario Grimaldi, President.

- Area of activities/business :

+ Technical assistance and technology transfer of tanning of
manufacturing Italian leather products. Accurate planning for
partial or whole supply of machines and equipment for tanning
technological line and for manufacture of leather products.

+ Commercial activities and investment business in the field of
tanning and manufacture of leather products in other countries.




+ 3T SRL has got presently Joint Ventu_e for the manufacture of
leather shoes and jackets in Russia and China.

+ 3T SRL had participated in the Forum on Foreign Investment held
in Ho Chi Minh City on March 1991,

2. Market Research
2.1. International market :

- Leather shoes and sandals occupy the first place in international
trade of leather and leather shoes and sandals annually traded in
world market (mnot including the centrally planned econ.mies)
amounted to over US$ 10 billion. the USA is the largest importer
shoes and sandals, sharing 42% of international shoes and sandals
market, followed by FR Germany (12%X), Britain (7%), rfrance (6%) .

- In 1987, France imported about 200 million pairs of shoes (70% of
Domestic consumption) of which 45% imported from Southeast Asian
countries, mainly from China (over 40 million pairs), South Korea
(20 million pairs), Taiwan (10 million pairs).

- Erstwhile Soviet Union was a large shoes market. The annual value
of shoes and sandals imported by Soviet Union amounted to hundreds
of US dollars. In the period from March 1988 to April 1989, Soviet
Union imported from India over US$ 200 million of leather shoes and
sandals, from Vietnam 15 - 20 million pairs of upper shoes leather.
Certainly, after getting out of the present crisis, CIS shall be
again a large market for leather shoes and other leather products.

- Recently, by successes in socio-economic development by a
vigorous growth of per capital income, of urban population,
Southeast Asian countries and many other Asia - Pacific nations
become very attractive leather shoes markets.

- Meanwhile, supply sources grow slowly and are changing markedly.

+ During two past decades, South Korea, Hong Kong, Brazil were
large exporting countries. In 1988, South kKorea possesses over 220
shoes-marking enterprises, employing over 166,000 workers, with an
annual capacity of 530 million pairs, an annual shoes export value
of USS 2 billion. A salient feature of South Korea in the field is
the Production and export of medium quality and low cost shoes.
Hong Kong exports yearly over US$ 1.4 billion of leather shoes and
sandals, mainly with medium and high quality.

Brazil's annual production is over 500 million pairs of shoes, of
which over 50% of leather shoes(nearly 300 million pairs). Export-
import value of leather shoes and sandals of Brazil amounts to some
USs$l billion.

Besides, Taiwan, China, Thailand will be :Important exporters of
leather shoes.

- However, at present the local labour cost and service expenses
are increasingly higher by the policy of economic restructuring
oriented to technology-intensive branches, a wide range of




countries and territory as South RKorea, Tasiwan, Hong Kong... have
gradually dwindled the production and export of leather shoes or
even transplanted leather shoes production facilities to other
territories. Thus, the growth of "traditional supply scurces”
slows. Meanwhile, the less developed countries eager to boost
production and export of this kind of product do not have a smooth
way. Because, in spite of the fact that this branch of production
does not require large invested capital and sophisticated, time
consuming, technology, the export of its product demand much effort
to establish relations with potential consumers, and much time for
the transfer of marketing technology.

Therefor, in practice, there exists a gap between the increase of
supply and that of demand in the world market on leather products
in general and on leather shoes and sandals in particular.

2.2. Vietnamese market

In Vietnam, demand of leather shoes and sandals is
increasing,specially in the cities. If only 10% of 15 million
people, who is living in the cities, town ..., buy one pair of
leather shoes, the demand of the order of 1.5 million pair/year.
However, it must be considered as a modest assumption if taking
into account that all military and police officers, teacher and
government officers - total amount is not less than 2 million, have
to use uniforms, in which, leather shoes are indispensable.

In addition to that, with "RENOVATION" ard "OPEN DOGR" policy,
middle <¢lass, at present, seize of over 2% in 70 million
populations. It can be predicted that this ratic will be in.reasing
about 1% per annum. As a results, the number of consumer of leather
shoes and leather goods being increased. Recently, most of leather
shoes consumed in Vietnam are imported through un-offic-ial trade
channels from Thailand, China and Eastern- Eurcpean :ountries
(East-Germany and former Czechoslovakia). However supplies from
Eastern Europe have been stopped. Shoes produced from China and
Thailand now not suited Vietnamese desire anc¢ is not highly
appreciated by the customers - some domestic producerz, mainly
small-scale belong to private sector in Ho Chi Minh City, started
prcdéuction and marketing such kinds of product~, But due r. the
lacrk of experiencez and low level of technolrgy, their products
still have low durshility, poor patterns and slow marketing.

From above situation, it could be concluded that the establishment
of a leather shoes producing facility in Vietnam at this timec will
bring onto a bright prospects in term of markets (domestic and
overseas market), if the facility has enough necessary conditions.

3. Reasons for the founding of the Joint Venture :
among Hanoi Fupcert Leather Shoes Factory, Ha Nam Ninh Frozen Ment
Enterprise and 3T-SRL Company.




The three-sided Joint Venture will have necessary conditions for
the exploitation of all potential of the international and
Vietnamese market by :

+ Using the appropriate technology of 3T-SRL and generally speaking
of Italy in the production of finished leather and leather
products; the characteristics of this technology being : high
quality and  uniformity of products, combination between
mechanization and automation done with selection, creativeness and
dexterity of the worker, flexibility in changing the pattern to
meet the requirement of different strata of consumers.

+ Making the fullest use of the equipment of workshop building and
the existing infrastructure of the two Vietnamese sides having the
following characteristics : young, healthy, educated, having sound
professional knowledge (a number of them, gqualified and very
qualified), easily trained, hard working and ready to accept quite
modest wages as compared with other countries of the region.

+ Promoting the lasting relationship and reliability between 3T-SRL
and well known leather and leather product business circle of the
world and the region in order to bring products into the
international market; by this way, gradually grasping the know-how
and market technology of 3T-SRL and Italy so as to enlarge the
market.

+ Advancing towards processing hide produced by Ha Nam Ninh Export
Frozen Meat Enterprise into high quality tanned leather on the
basis of 3T-SRL modern technology with a view to being self-
sufficient in a part of material, increasing the profit rate for
the Joint Venture and raising the production capacity of Ha Nam
Ninh Export Frozen Meat Enterprise.

These constitute necessary and sufficient conditions for the three-
sided Joint Venture to obtain a steady position in the world
competition and also the convincing reasons for which the three
sides can have their mind at ease to proceed to the founding of the
Joint Venture.

- Finished leather for Joint-Venture will be mainly imported from
China and SNG (by Joint-Enterprise of 3T-SRL at these countries).
A small percentage of local finished leather (with lower quality if
compared with imported leather) will be procured from domestic
manufacturers such as Thuy Khue Leather Factory, Sai Gon Leather
Factory.

After 3 to 5 years starting from beginning of leather shoes and
Jjacket exportation, Joint-Venture anticipates to invest for setting
up a leather tanning workshop at Ha Nam Ninh Export Frozen Meat
Factory. Material for this tanning production line is raw skin
acquirea from the Factory itself (now these materials are treated
very wastefully) and available source of raw skin - to be
appreciated as good material - nearby the Factory. At that time,
imported skin is only additional part.




4. ?roduction scale and programe :

According to :

+ Possibility of market entering and sharing due to existing
relationships of 3T-SRL Company and Hanoi Export Leather Shoes
Factory.

+ Possibility of foreign exchange balance for material, equipment,
accessory import.

+ Conditions of existing equipment, buildings and workshops,
infrastructure facilities at Hanoi Export Leather Shoes Factory, Ha

Nam Ninh Export Frozen Factory and limitation of additional
investment.

4+ Characteristics of machinery system envisaged to install for
implementation of technology transferred by 3T-SRL. Production
Scale and Programme of Joint - Venture are determined as follows

Year ist 2nd 2rd 4th 5th
Quantity of
products:
- Leather 0 400,000 700,000 300,000 1,000,000
shoes (pair)
- Leather 0 20,000 35,000 45,000 50,000

Jjacket (piece)




5. Technology and machinery
5.1. Leather shoes production process :
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Technology to be applied by Joint - Venture 1is based on glueing -
pressing method. In comparision with other method, particulaly with
spraying - pressing method. This technology has following
advantages

- Low level of investment for equipment and moulding device.

- Flexibility in model changing in corresponding with the change of
demand and taste of customers.

- Flexibility I1n using many kinds of material, such as PVA, PV,
PVC... for sole making in order to make the shoes lighter and more
durable.}




5.2. Leather Jacket Production Process :
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MATERIAL AND OTHER INPUT REQUIREMENT

6.1. Material for shoes production
(for the year of stadle production)

P I
bt
!

RATE ¢

QUANTITY

YMAIN MATERIAL

Upper shoe leather

[ ]

! - Man shoe

!t - Woman shos
Lining leather
t - Man shoe

! - Woman shoe
! Sole leather

! Plastic sole

- rm  em

2.2 pied/Pair
1.505 pied/Pair!

!
1.00 pied/Pair !
0.88 pied/®air !
0.4 kg/Pair 4
1 Pair '

500.000 Pairs !
500.000 Pairs !

$00.000 Pairs ¢
$00.000 Pairs 1
500.000 Pairs !
500.000 Pairs !

1.
1.

852.500 pied !
100.000 pied !
752.5%00 pied !
930.000 pied !
500.000 pied !
430.000 pied !
200.000 kg !
500.000 Pairs !

1 5! Insole leather ! 0.15 kg/Pair t 500.000 Pairs ! 75.000 kg !
! ! H ! ! 4
4 $ AUXILIARY MATERIAL ! ' ! 4
1 1! Sewing thread t 25 m/Pair ' 1.000.000 Pair! 25.000.000 » s
t 2 Glue ' 0,025 kg/Pair ! 1.000.000 Pair! 25.000 kg 4
1 3 1 Oseir 1 12 Piece/Pair ! 1.000.000 Pair! 12.000.000 Piece!
! 4! Naidd t 0.008 kg/Pair ! 1.000.000 Pair! 8.000 kg !
1 5 ! Toe-pulf+backcounter! 0.08 kg/Pair t 1.000.000 Pair! 80.000 ks H
! 6! Last ! 5000 VP/Mil.Pai'! 1,000.000 Pair! $.00C¢ Pairs!
§ oo s i o - - - - - ———— - - > - - - (]
8.2. MATERIAL FOR JAKKET PRODUCTION
{for the year of stable production)
tNo ! ! RATE ! QUANTITY tMA. REQUIREMENT !
[l bt bt bt it e e lecmonmmnereroan R bt bt !
! T 'MAIN MATERIAL ! ' ! !
f 1! Leather ¢ 28 pied/Pisce ! 50.000 Jackets! 1.400.000 pied !
t 2 ! Lining clother ! 17 pied/Piece ! 50.000 Jackets' 850.000 pied !
! ! ! ! ' !
! IT! AUXILIARY MATERIAL ! ¢ ! !
it 1! Sewing thread ! 120 m/Piece ! 50.000 Jackets! 6.000.000 m !




6.3. Electricity consumption (for the year of stable production)

a. Electricity for production

- For shoes workshop : 0.5 kwh/pair x 1.000.000(pair)
- For jacket workshop : 0.3 kwh/piece x 50.000(piece)

500.000 kwh
15.000 kwh

wn

515.000 kwh

b. Electricity for lighting :
0.3 x 515.000 kwh = 154.500 kwh

Total electricity consumption : 669.500 kwh.

6.4. Water consumption : (for the year of stable production)

- Water for production : 100 m3/day
- Water for normal using : 150 m3/day

Total water consumption per day : 250 m3/day.

At present, HaNoi Export Leather Shoes Factory already has one
transformer station with capacity of 320 KVA with stable
electricity supply and one water system (including one pump’
station 80 m3/h of water - treating station 25 m3/h). These
capacities absclutely meet the requirement of the Joint-Venture
with no need of additional investment.




7. Requirement of workshop, office and warehouse :

7.1 Workshop for leather shoes production line : 2.500 m:
7.2 Workshop for leather jacket production line : 1.000 m,
7.3 Office : 200 m,
7.4 Warehouses : 200 m

Existing buildings and infrastructure €facilities of Hanoi Export
Leather Shoes Factory are available and acceptable for these requirements
without any need of additional construction.

8. Production Organization :

Organization Scheme of Joint-Venture :

Management Board

i

General Director & Deputy Gen

]
IR 4

. ]
Admini| |Busin| |Accou| |Engin| |Shoes Dept.| |Jacket Dp} [- Supporting Dept.
_

strati| less nting| {neeri
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ment tment| {Production Production { 1

Unit Unit ]
T Secur1t¥ Transport
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forming |

Market-| |Strategy
-ing Focusing
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9. Labour force and salary

9.1. Joint Venture needs 500 employees for its normal running

In which :

+ Board of Directors : 3 persons (1 General, 2 Deputy General)
+ Manager : 10 persons
+ Technician : 10 persons
+ Repairer, driver : 12 persons
+ Direct worker : 465 persons

9.2. Salary for employees :

+ General Director : US$3000/month
Deputy General Director : US$500/month
+ Manager : US$300/month
+ Technician : US$200/month
+ Repairer, driver : US$100/month
+°Direct worker : US$100/month

10. Schedule of Investment implementation

+ Selection of machinery supplier and finalization of supplying
contract : 01 month

+ Transportation : 01 month

+ Installation, adjusting, test operating : 03 months

+ Technology transfer and trial production : 04 months

- Duration of investment implementation : 12 months
11. Duration of the Joint - Venture :
Duration of Joint - Venture is proposed to be twenty (20) years.
This duration can be extended by Vietnamese parties and foreign

party upon mutual agreement subject to approval of competent
authority of Vietnamese Government.




12. FINANCIAL ANALYSIS

1. INVESTMENT CAPITAL

Unit : USD

! ! COMPONENTS ! !

toeet ! 1

t A ! FIXED CAPITAL H !

! ] H H

H ! 1. Preparation cost ! 10000 !

H t 2. Extsting Duildings and workshop! 430000 !

' ! 3. Machinery and equipment ! 2170000 1

] ! 4. Technology transfer 4 S00000 !

H ! 5. Traneportation msans H 80000 !

H 1 6. Office equipment ' 10000 !

! t 7. Other cost ' 20000 !

LI | ! !

! B ! WORKING CAPITAL 4 980000 !

4 H ! !

4 } TOTAL 4 980000 1

leoew? ! !

! ! INCLUDING : - LEGAL CAPITAL ! 1440000 !

] ! - LONG - TERM LOAN H 1860000 !
T - SHORT - TERM LOAN ! 800000 !

¢ ! ! !

2. PRODUCTION EXPENDITURE
Unit : UBD

ISTT! YEAR ! 1st 4 2nd ! 3th ! 4th ! 5th !
! § ¥ ! H ! ! !
4 tITEM 4 ! ' ! ! !
toeot - ' L fomeome ! ---t -1
! 1 IRAW MATERIALS tInvestment! 3961740 ! 6933045 | 8913915 ! 9904350 !
! IMAIN RAW MATERIALS  !Implemen- ! 3758900 ! 6578075 ! 8457325 ! 9397250 !
' 'AUXILIARY MATERIALS ttation ! 202840 ! 354870 ! 456390 507100 !
t 2 YFLUEL 4 4 1740 ! 3045 ! 3915 ! 4350 !
! 3 1POWER ! ' 18746 ! 32805.5 ! 42178.5 ) 46065 !
! 4 !WATER ! ! 6100 ! 10678 ! 13725 ¢ 15250 !
t 5 ISALARY ! ! 345800 ! 513000 ! 851600 ! $80400 !
t 6 !SOCIAL INSURANCE ' ! 34560 ! 51300 ! 65160 ! 88040 !
¢ 7 IREPAIR AND MAINTENANCE! ' 80700 ! 80700 ! 80700 ! 80700 !
! 8 'DEPRECIATION ' H 3g667 ! 369687 ! 369667 ! 369687 !
1 9 ILAND RENT ! 1 13460 ! 134680 ! 13480 ! 13460 !
110 IMANAGEMENT EXPENSE ! ! 58500 ! 80000 1 93650 ! 100698 !
111 IASSET INSURANCE ! ! 39350 ! 83300 ! 79170 ! 87100 1|
112 !DISTRIBUTION CO8T ! ! 35381 ! 35381 | 35389 ! 335381 !
113 I1TECHNICAL ASSISTANCE ! ! 70000 ! 70000 ! 70000 1 70000 |
t14 1INTEREST ! ! 318000 ! 273800 ! 237600 | 198400 !
115 tOTHER COST ' ! 280240 ! 447040 ! 539320 ! 811730 ¢
118 1BALES TAX ! ! 26400 ! 46200 1 59400 ! 68000 !
117 1LOBT OF PRECEDING YEAR! 1 ! 730384 ! !
1 ! ! ! t ! ) !
! ! TOTAL ! ! 5858384 '9020418.5 ! 11289042 ! 12352491 1

S SR ccmcreccnanan emecccssccona




3~ REVENUE

UNIT : USD
' ! FIRST ! SECOMD ! THIRD ! FOURTH ! FIFTH !
' * YEAR ! YEAR ! VYEAR ! VEAR ! YEAR !
LR et RN tomemmeaan ' e- ' LT :
! 1. Sales from production of shoes ! ! 4400000 ! 7700000 ! 9300000 !110J000G !
! 2. Sales from production of jackets! ! 1200000 ! 2100000 ! 2700000 ! 3000000 °
(] 1 . [ [ ] 1] 1]
i IREVENUE FROM ANNUAL PRODUCTIOH ' ! 5600000 ! 9800000 !12600000 ! 14000000 !
tINVENTORIES AT THE BIGINING OF VEAR * ! 700000 ! 1400000 ! 1400000 ' 1400000 !
INVENTORIES AT THE AND OF YEAR ' ! 1400000 ! 1400000 ! 1460000 ! 1400000 !
. § H H H ' ! !
: TOTAL REVENUE ' ¢ 4900000 ! 9800000 '12600000 !14000000 !

4. LOSS/PROFIT ACCOUNT

- UNIT : UsSD

' 4 YEAR H 4 ! ' ' 4

' ' ' FIRST ! SECONC ' THIRD ! FOURTe ' FIFTH :
- : * ITERMS ! YEAR i YEAR ' YEAR i  YEAR ' JEBAR

R ittt C DS PR focecaceea L L LR e '

''1 7 Revenue ) ! 430000C ' 9800000 ' 1260CGIG 14000000
- t 2 ! Total expenditures 4 ' S65840C ' 9784800 ' 1128303C 12352408

' 3 ! Gross profit H ' ~758400 ¢ 15200 * 1311530 © 1£4760¢

' 4! Income tax [21%) 4 ! 0 3200 ! 257300 ! 234600C !

' $ ! Net profit ' ! 0! 12000 ¢ 103570C ' 1301600 !

' ! Financial rates ! H ! ' ' '

‘a ! Turnover of working capital ! : ' 4 ' H

. ' ) , ' ' .

' ' - Werking capital ' ‘o 382CC ¢+ 380CCO 98CC00 ¢ 985LSD

' ' - R4ditional short-term cregit 4 ' 100600 ! 305308 55C302

- Turncver ¢¢ working capita’ ' 5 9.07 ! 5.4 ! 9.48 '
'k het profit/kevenus (%) ! [ ! 0.12 ¢ 8.22 ! 8.30 !
'z ! Net profit/Legal capital (X) H : 0 ' 0.83 ' 71,92 ' 90.39 !
‘g ! het profit/Tctal invested capital! ' (4] < .




MATERIAL AND OTHER INPUT REQUIREMENT
(For the year of stable production)

-y weg e

iNo ¢ ! RATE ! QUANTITY !t UNIT PRICE 't TOTAL (usD)
fo-! H ! ! 1

! I ! MAIN MATERIAL t ! ! !

t 1 1 Upper shoe leather ! H 4 H 42860750
! 1 - Man shoe I 2.2 pied/pair ! 500000 pairs ! 2.3 USD/pied ! 2530000
! t - Woman shoe t 1.505 pied/P. ! 500000 pairs ! 2.3 USD/pied ! 1730750
t 2! Lining leather ! ! ! 1 744000
! t - Man shoe ! 1.00 pied/pair! 500000 pairs ! 0.6 USD/pied & ! 400000
! ! - voman shoe ! 0.88 pied/pair! 500000 pairs ! 1.00 USD/pied ! 344000
1 3! Sole leather ! 0.4 kg/pair ! 500000 pairs ! 5 USD/kg ! 1000000
! 4 ! Plastic sole ! { pair ! 500000 pairs ! 1.2 USD/pair ! 600000
! § ! Leather ! 28 pied/piece ! 50000 pieces ! 1.8 USD/pied ! 2520000
! 6! Lining clother ' 17 pied/piece ! 50000 pieces ! 0.1 USD/pied ! 85000
t 7! Insole leather ! 0.15 kg/pair ! 500000 psirs ! 2.5 USD/kg 4 187500
! ! 1 ! 4 !

H ' MAIN MATERIAL COSTS! ! ! $ 939725¢
4 ' H H 4 1

tIX ! AUXILIARY MATERIAL ! ! s !

t 1! Sewing thread ! H ! ! 15500
4 ! - Shoe !t 25 m/pair ! 1000000 pairs ! 0.0005 USOD/m ! 12500
! I - Jackst ! 120 a/piece ! 50000 pieces ! 0.00G5 USD/m ! 3000
t 2 ! Glue ! 0.025 kg/pair ! 1000000 pairs ! 4.8 USD/kg i 120000
!t 3! Oweir ! 12 piece/pair ! 1000000 pairs ! 0.002 USD/piece! 24000
! 4! Naid ! 0.008 kg/pair ! 1000000 pairs ! 1.2 USD/kg t $600
' 5 ! Tospulf+sbackcounter! 0.08 kg/pair ! 1000000 pairs ! 2.5 USD/kg ! 200000
t 8 ¢ Zipper ! 1 piece/piece ! 50000 pieces ! 1 USD/piece H $0000
' 7! Last t 5000 P/M.pairs! 1000000 pairs ! 10 USD/pair ! 50000
t 8! Others H 4 ! ! 38000
! 4 ! ! ! !

' ! AUX. MATERIAL COST ! 4 ! ! 507100 !

TOTAL MATERIAL COST!

9904350

w e m em e sm




WIT : UsSD

H ! ! !
! FIRST | SECOND ! THIRD | FOURTH | FIFNT |
! YEAR | VEAR | YEAR ! YEAR ! YEAR !
H ! ! ! t t
! THUC ! 5880000 ! 9900000 ! 12800000 !14200000 |
! HIEN ¢ ! ! 4 !
! DA ! 4300000 ! 9800000 | 12600000 ! 14000000 !
!' v ! ! ! ! H
! ! 880000 ! 100000 ! 200000 ¢ 200000 !
H ! ! ! ! !
! H ! t t '
! B ! EXPENSES ! ! 5735100 | 9819890 ! 12415180 13761980 @
! ¢ ! H ! ' ! !
! 1! Cost of production and managesent ! t 3000700 ! 9092100 ! 10622300 !'11718300 !
! 2! Interest to be reimbursed ! ! 316000 ! 276800 1 237600 ! 194400 !
! 3 ! Principal to be reimbursed ! ! 382000 ! 392000 ! 392000 ! 392000 !
! 4 ! Preparation cost ! ! ! 1 ! !
! 5 ! Fixed assets and office equipment ! H t 4 4 H
' 8 ! Working capital ! ! ! 1 ! !
t 7! Tax ¢ ! 26400 ! 49390 ! 334700 ! 412000 !
t 8 ! Benefit to De divided ' ! 0! 9600 ! 828350 @ 1041280 !
! ! H ¢ t ' ! H
! € ! INCREASED CREDIT AMOUNT IN THE VEAR! ! 144900 ! 80190 ! 384840 ' 438020 |
H ! H H ! ¢ ! t
! ! - Credit at beginning of year ! ! 0! 144900 ! 234900 ! 1448300 !
! ! - Credit at ond of ysar ! ! 144900 ! 225010 § 619740 ' 1886320 !

UNIT : UsSD
4 ! ! $
leanlea L R S L L P !
4 ! Revenus ! 14000000 !
4 ! Total expenditures ! 12352411 !
! ! Fixed expenditures ! 1047617 ¢

! Variable expenditures ! 11304794 !
! Reverue at break.sven poin! 5441750 !
! Break.even point (%) ! 38.87 !
1]

R e o P B ) - P> PP BB T EE . - .- oo

P |
H




7.

CASH FLOW

7.1 AVERAGE USING-COST OF CAPITAL

' IPERCENTAGE  IUSING-COBT IAVERAGE !
' IIN TOTAL  !OF EACH KIND!USING-COST!
' ICAPITAL (USD)!OF CAPITAL ! )
! -=-1 H ! !
lowned capital | 4200000 ! 10% 1 '
b ' e ! 10.5% 1
llong-tera Toan ! 1360000 ! 103 ! '
! ‘ ! ' !
IShort-tera loan! 800000 ¢  15% ' '
! ' ' ! '
' ) ' ' 1
7.2(DISCOUNTED)NET PRESENT VALUE
WNIT :usD
IVEAR!INVESTMENT ! GROSS ! NET | DISCOWT | WPV !
vt ! VALUE ! VALE ! RATE ! '
oot ! 4 t ! 4
LA I 4200000 ! 0! -4200000 ! 1! -4200000 !
vz ' 685000 ! 685000 ! 0.8050 ! $19909.50 !
'3 ' 658500 ' 658500 ! 0.81%0 ! 538301.00 !
L4 ! 164000C ! 1640000 ! 0.7412 ! 1215505.74 !
'S ! 1870000 ! 1870000 !  0.6707 ! 1254274.22 !
16t ! 1870000 ! 1870000 ! 0.6070 ! 1135089.73 !
ro7 1200000 ! 1870000 ! 670000 ! 0.5433 ! 388045.18 !
18 ! 1870000 ! 1870000 ! 0.4971 ! $29620.43 !
19 ! 1870000 ! 1670000 !  0.4439 ! 841285.48 !
' 10 ! 1870000 ! 1870000 ! 0.4071 ! 761344.31 !
I ! 1870000 ! 1870000 ! 0.3684 ! 688999.37 !
12y 1200000 ! 1870000 ! 670000 ! 0.3334 ! 223403.38 !
IR : 1870000 ! 1870000 ! 0.3018 ! 584279.50 !
T 1870000 ! 1870000 ! ©6.2731 ! $10660.18 !
s £ 1870000 ! 1870000 ! 0.2471 ! 462135.91 !
R ! 1870000 ! 1870000 ! 0.2236 ! 418222.54 1
' 7 800000 ! 1870000 ! 1070000 !  0.2024 ! 218564.53 !
IR ' 1870000 ! 1870000 ! 0.1832 ! 342517.59 !
T I ! 1870000 ! 1870000 ! 0.1658 ! 309970.67 !
' 20 ! 1670000 ! 1870000 ! 0.1500 ! 200516.44 !
YR U locomccccmean [P S P owmemmmcmann !
' 7400000 ! 32903500 ! 25503500 ! 17481045.733 1
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7.3 PRESENT

VALUE BENEFIT/PRESENT VALUE COST RATIO

UNIT : usD

.
0 b w b ed wd b e wh
e Ne e WN ~-O
- m em e - rm w em e

' 20

@ B NN

! OPERATING! TVOTAL ! TOTAL !DISCOUNT ! PRESENT ! PRESENT
'YEARIINVESTMENT ! COST ! COST ! BENEFIT RATE VALUE VALUE
t ! ! ! cosT BENEFIT
! $ome ! leae --=!
! 0! 4200000 ! t 1 4200000 0!
! 4214300 ! 4214300 @ 4300000 ! 0.9950 3813048 4+34389
! 8141300 ! 9141500 ! 9800000 ! 0.81%0 7408743 8026044
! 10937000 ! 10957000 ¢ 12600000 ! 0.7412 8120912 3338842
! 12130000 | 12130000 ! 14000000 ! 0.6707 ' 8138014 9350288
! 12130000 ! 12130000 ! 14000000 ! ©.8070 7382909 8497938
I 12130000 ! 13330000 ! 14000000 ! 0.5493 7322481 7690498
! 12130000 ! 12130000 ! 14000000 ! 0.4971 ! §030105 $958723
! 12130000 ! 12130000 ! 14000000 ! 0.4499 ! 5457108 6258394
! 12130000 ! 12130000 ! 14000000 ! 0.407%1 ! 4933360 5699904
! 12130000 ! 12130000 ! 14000000 ! 0.3684 ! 4469285 5158284 !
! 12130000 ! 13330000 ! 14000000 ! 0.3334 ! 4444727 48688130
! 12130000 ! 12130000 ! 14000000 ! 0.3018 ! 3680273 4224552
! 12130000 ! 12130000 ! 14000000 ¢! 0.2731 ! 3312484 3823124
! 12130000 ! 12130000 ! 14000000 ¢ 0.2471 ! 2997705 3459841
! 12130000 ! 12130000 ! 14000000 ! 0.2236 ! 2712858 3131078
! 12130000 ! 12930000 ! 14000000 ! 0.2024 ! 2618990 2833555
! 12130000 ' 12130000 ' 14000000 ! 0.1832 ! 2221785 2564303 !
! 12130000 ! 12130000 ! 14000000 ! O0.1658 ' 2010685 ' 2320636 '
! 12130000 ! 12130000 ! 14000000 ! ©.1500 ! 18:9607 ! 2100123 @
H focccmecenn t- ~! ~teowa ! !
1218392800 1225792800 !251300000 ! 93135004 !100613507 !

PRESENT VALUE BENEFIT/PRESENT VALUE COST =

1.0804




7.4 IUTERMAL RATE OF RETURN

UNIT :UsSD
IVEARIINVESTMENT ! GROSS | NET ! OISCOUNT RATE 1 NPV '
! ! t VALE | ! ! t

H ! !

VALUE !R1z29,5 X !R2=29,.6 X! For Rt ! For R2 !
! ! t -t

! t !
t 1 ¢ 4200000 ! 0 t -4200000 ! 11 11 -420000C ! -4200000 !
¢ 2t 0Ot 685000 ! G83000 1! 0.7722 ! O.7716 1528937.5) 1528549.38 !
't 3¢ ! 658500 ! @30500 ! 0.5963 ! 0.5854 1392€359.82 1392053.9%0 !
! 4! I 1840000 ! 1640000 ! 0.4605 ! 0.4594 1735152.29 1753405.60 !
t 5! ! 1870000 ! 1870000 ! 0.3556 ! ©C.3545 1684909.49 1882859.60 !
t 8! t 1870000 ¢ 1870000 ' 0.2746 1 0.2733 1513443.82 1511465.80 !
7 1200000 ! 1870000 ! 670000 ! 0.2120 ! 0.2110 1142054.89 $141398.50 !
!t 8! t 1870000 ! 1870000 ! 0.1637 ! O0.18628 !306183.37 !13043513.53 !
! 9t ! 1870000 ¢ 1870000 ! 0.1264 ! 0.1256 1236419.58 1234964.14 !
t 10! ! 1870000 ! 1870000 ¢ 0.0976 ! 0.0970 1182583.39 1191299.49 !

.-
-
-
-

-

1870000 ¢ 1870000

0.0754 ¢ 0.0748 1140975.59 !139891.59 !

't 12! 1200000 ! 1870000 ¢! 670000 ' 0.0382 ¢! O0.0577 ! 39003.84 ! 308674.06 !
' 13! ! 1870000 ! 1870000 ! 0.0450 ! 0.0445 ! 84082.50 ! 83287.84 !
' 14t ! 1870000 ' 1870000 ! 0.0347 ' 0.0344 ! §4913.44 ! 64265.31 !
* ' 15! ! 1870000 ¢ 1870000 ! 0.0268 ¢ 0.0265 ! 50126.21 ! 49587.43 !
cr 18! ! 1870000 ! 1870000 ! 0.0207 ! 0.0203 ! 38707.50 ! 38261.90 !
t 17t 800000 ! 1870000 ! 1070000 ! O0.0160 ' 0.0158 ! 17102.81 ! 16892.88 !
t 18t ! 1870000 ! 1870000 ¢ 0.0123 I O0.0122 t 23081.05 ! 22780.15 !
' 19! ! 1870000 : 1870000 ! 0.0095 ! 0.0094 ! 17823.20 ! 17377.28 !
' 26 ¢ ! 1870000 ! 1870000 ! 0.0074 ! 0.0073 ! 137863.0% ! 13562.71 !
H ! s ! ! ' R R e e '
' ¢ ' ! H ! ! 11883.42 ! -47008.83 !
IRR = 29.57 %
7.5 PAY - BACK PERIOD
! ¢ ist ! 2nd ! th ¢ ah ! Sth ! 6th
lessmcmmcrcsmceeceerrmccam e ——— Vomeeeecena [ P, | R —— R p— [ JET N leoocomownn s
! TOTAL CAPITAL ! 4200000 ! ! ! ! ' !
! DEPRECIATION & ! 0! 6835000 ! 658500 ! 1640000 ¢! 1870000 ! 1870000 !
1AND NET PROFIT ! t ! ' ! ! '
! CUMULATIVE ' 0! 683000 ! 1343500 ! 2983500 ¢ 4853500 ! 6723300 !
IDISCOUNTED RATE : 1! 0.9050! O0.8190 ! 0.7412 1 0.6707 ¢ 0.6070 !
'DISCOUNTEC TOTAL CAPITAL ! 4200000 ! ! ! ¢ ' H
!DISCOUNTED DEPRECIATION AND NET PROFIT! 0! 619910 ! 539301 | 1215506 ! 1254274 ! 1133090 !
! CUMILATIVE 4 Ot 619910 ! 1139210 ! 2374716 ! 3828990 ¢ 4764080 !
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THE TMEORITICAL PAY-BACK PERIOD OF THE PROJECT IS NEARLY S YEARS
THE PAY-BACK PERIOC OF THE PROJECT TAKEN IN COHSIDERATION OF DISCOUNTED VALUE IS NEARLY 6 YEARS




13. ECCHOMIC ANALYSIS

13.1. VALUE ADDED OF THE PROJECT

! YEAR !t 1st ' 2rg ! 3rd ! 4th t Sth t
T R, R R L L L !
t 1. Value added (USD) tInvest.! 722560 ! 902500 ' 2324760 '@ 376204C °*
! 2. Present value added (USD) 'imple- ! 653917 ' 739148 ! 1723112 ' 2523200 !
H Present vailus added imenta- ! t ' ' '
L R 'tion ' 0.156 ! 0.176 * 0.410 ! C.6Ct !
' Total capital ' t 4 ! ! '
H Haterial consumption ' ’ ' 1 !

L B e e e P e H ' 5.52 ! 7.73 ¢ 3.86 ! .65 !
' Value added ¢ ! ! H H t

H YEAR Toist 2rd ' 3rag I 4th ' 5th H
g S g g S o teccacaa | S | S L it ! ......... t
' 1. Total number of emplioyses ' H 221 ! 353 ! 454 ¢ 459 !
2. Total income of ewployees i ! 30960C ' 477600 ! 579600 ' 644400 '
' 3. Average inccme of employees ' ' 140C.9 ' 1321.3 ¢ *276.7 ' *29%.4 ¢

- 4. Inves. Fate for 1 working placé (fcr tne year of stable produ)uw.e uso

unit . USs

' YEAR IR T 34 ! ard ! 3rd t  4rd ! Srg

R D et e LS e HER TR L levvoneeas [ R R !

T 1. Sales Tax ' 0 2630 ¢ 46200 ! 5940G !  B6CCC !

" 2 Income Tas : ¢! €' 3260 : 275300 ! 348000 :
3. Land rental ' 13460 ! 13480 ! 13460 ' 13480 !  1346C °

" 4. Pemittance tax Gt c 453 ! 348CC . 43765 ¢

:TOTAL CCLTRI. TS VIETHAMESE GOVER. 23465 3586¢C ' 63263 ! 38296C ! 46216C

unit @ USD
ettt e e F P R F R Rt P R s s T Tt P T F Pt Pt TPttt Pt Tt Rttt A T P E R TR X TR T 3]
! YEAR 18t ! 2rd t 3rd 't 4th ! 5th '

1. Tota) foreign exchange incomes ' THUC '4538GCC ! 933800C '12008000 !13340000 '
. Total foreign exchriange espenci.  hIEIL 427750C ! 674980C ®@ 8753475 ' 922475C !

* DAY ! ' ' ! '

FOREIGH EXCHANGE BALANCE 'TU P 408800 ! 25882G0 ! 3246525 ' 4115250 !

' ! ! ! ! ! !

lecacscrcrsrnerervemo e ram e mmman e tecmrecmcneco—- cteccmceererere e s e mem——am—aa '




14. ENVIRONMENTAL AND SOCIAL IMPACT

All activities of Joint-Venture comprising production, technology
transfer, product distribution don’t create any factor that would
impact negatively to Vietnamese environment and society. In
contrary, the operation of Joint-Venture can make positive impact
on these aspects : creating a sound employment for labourers {499
persons) with relatively fair average income (US$1291,4/year)

15. CONCLUSION ON FEASIBILITY OF THE PROJECT.

1. Join-Venture for leather shoes and jacket being named GILINA-3T
is feasible on financial aspect :

- Internal Rate of Return until the last year of the prcje.t bheing
29,537% (while capitail cocst and opportunity cost is only 19,3%) is
very compromising.

- In the year of stable production { corresponding recicnue 1is
US$13.000.000/vear) break-even point is 38,87% , it means that the
project has rather high financial securitvy.

- Annually, (from the fifth vear of operation) financial ratesz of
Joint-Venture being:

+ Net profit/ Revenue: 9,3%

+ Net profit/total investment capital ‘/21%

is relatively high in compariscn with sther projects inv<steo L
the same area of production.

- Theoretical pavback period c¢f Joint-Venture being nearly = rears
and ravback period defining frcm discounted calculation ifresent
Value) being nearly 6 years is normal if compared with other
projects invested in the same area of production

2. The project is feasible and positive on ecconomic aspect

- annual Value added of rhe jproject 1n eguivaient to mors tnhm 8%
Jotatal investment capital.

- The project provides 499 working places for Vietnamese labourers
in the year of stable production, not mentioned the emplovment
created Ly "input” suppliers and "output” distributors duc to this
project.,

- Annually, the project contributed to the budget of Vietnamese
Government a sign.ficant figure : US$469,160.




16. RECOMMENDATION

Basing on the feasibility on all aspects : financial, economic,
social and environmental of the project, the parties hereto
respectfully propose State Commision for Cooperation and Investment
{SCCI) and competent Vietrnamese Authorities to consider and issue
Investment License so as the Leather Shoes and Jacket Joint-Venture
GILINA -3T can be established and the parties can develop promply
necessary activities to put the Joint-Venture into operation.

Hanoi, 10 January 1993

HANOI EXPORT LEATHER SHOES FACTORY PROPOSER

PHAM QUOC MANH

-
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DANH WG THIET 8]
MACHINERY LiST

Cong suit : 1.000.00C doi gidy/nan
50.000 ac /nam

capacity : 1.000.000 pairs/ysar
£50.000 pieces/year

] . i
STT Ten thiét bj Ss lugng
Item Descripticn Quantity

A. Phong miu - Model department

1 iMay nhan co !
Auto.grading M/C tablie 5CGx50C

2 |Patterns - Miy cit duong i
Patterns cutting M/C
31 |Patterns - May cat dudng cé tac géc 3

Fattern beading MC

4 |May dot tan rive 1
Treadle machine with long arm

: |May lav ac ndng chom o her 3ic
Last - forming mouia with Ssmer

. & [Ma, riem tra d¢ Veo dut 1
Tenzile tester

7 |May kiém tra do bén uén
Bending tester

-

o

Ma; ma’ bé mat da mu 1

Trook meter

o

Mi, dc 3¢ ¢
lesing res

& unr 1
1

[%3
sTance test

r

(1]

10 |May x1em tra do ben 1
. Usc meters ref "lg.abr.din”

Térg g1i tre o oneL TE

rAR
' - oS

Topal . -f Ar

Tt : JsB 76,0CC




STT Tén thiét bj S6 lugng
Item Description Quantity
B. Phin xwing pha cit - Cutting department
1 May chat thuy lyc cbd diu trugt di dong 1
Cutting press with movable troliley
2 May Jdy nguyén liéu 1600 mm 2
Auto. al-feeder hand disconnetion roll
3 | Gid 69 cugn nguyén 1iéu 8 chd 2
Rol1 holder 8 places 1500 x 1600
4 May chat thuy lyc co can quay 14

Clicking press table turn : arm

5 May chat thuy lyc Tiép
Tsechsko - c¢licking press
6 May cat vai vong

- Round cutting machine

7 May cat vai cam tay
Handle cutting machine

Téng gia trj : USD 81.757
(Ba lap dat san)

Total : USD 81,757
(installed )




-3-

STT Tén thiét bj S8 luyng
Item Description Quantity

C. Phin xudng may — Stitching preparation department

1 May ban 1 kim 52
Flatbed i1-needle sewing MC

2 May ban 2 kim 12
Flatbed 2-needle sewing MC

3 May try 1 Kim 48
Single-needle postbed sewing MC

4 May try 2 kim 36
2-needle postbed sewing M/C

5 May zigzag 12
Zigzag sewing M/C

6 | May day da 16
skiring M/C

7 | May dng vién 10
Binding sewing MC

8 | May sira @gé Birc 2
single needle shoe repairing MC
9 | May ginh ¢ dé 3
Eyelet fastening MC

10 | May in so 3
Stamping MC

11 May lang da 1
Leather equalizing MC

12 May ép pho nong 1
Heat pressing MC for counter




- 4 -

STT Tén thiét bj $6 lugng

Item Description Quantity

13 May quét keo 4
Cementing MC stell roll

14 May quét keo latex 2
Latex glueing MC

15 May lang da mu van nang 2
El. universal splitting MC

16 | May gdp mép nhiét 4
Thermo-folding for uppers

17 May dat bang tang cuong 2
Reinforcing applying MC

18 May xén 16t 4
Trimming MC for lining and uppers

19 May dan mu va 16t 4

. Upper lining coupling MC

20 May in 16t mat 2
Pnen sock stamping MC

21 May dyc 10 6 de 2
Making hocle machine for lacing shoe

22 Bang chuyén may mu 2
Complete electric conveyor for uppers

23 | Ban vach ddu chuan 2
Marking table for upper stamping stich line

226

T6ng gi4 tri : USD 667.793

Total : USD 667,793
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STT Tén thiét bj $6 luong
Item Description Quancity
D. Phan xwng 9o rép - Lasting department
1 | May g4 @& frong 2
Pneumatic insole nailing MC
2 Mzy tao hinh pho hiu 2
Back part monlding MC
3 | May sdy mi va pho mii 2
Heating MC for upper and toe puff.
4 May g6 9 ngoam kep 2
Pulling over and lasting MC 9 pincers
5 May go mang 2
Side lasting MC
6 May go hau bang dinh 2
Heel seat lasting MC with nail and tool
7 | May 12 on djnh nhiét trén bang tai 2
Ironing stabilizing MC with conveyor
8 May dap phéng chan go 2
Shoe bottom pounding for man upper
9 May danh nham co6 hit byi 2
Scouring MC with aspirator
10 Ban quét keo cd hat khi 4
Glueing table with aspirator
11 Miy quét keo @& 2
Sole cement reactivating MC
12 | May ép @¢ van nang 2
Universal sole pressing MC
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STT Tén thiét bj $6 lugng

Item Description Quantity

13 | May théo phom 2
0i1 dynamic last slipping MC

14 May 1a giay phun hoi nudc nong 2
Ironing MC with air hot steam digi temper

15 BuSng phun hoi nudc cé man che 2
Water spray cabinet one veil

16 May mai ¢d hGt byi 2
Brushing MC with aspirator

17 May quét keo 2
Glueing MC for sock with late

18 | Thiét bj 1a ty dong cb 2 ban 1a 2
Auto. ironing aparatus with 2 flat irons

19 | May in hop diéu khién bang hoi 2
Box making MC pneumatic command

20 Day chuyén go 1ap rap 2
Complete el.conveyor for lasting dot.

21 May khau diéy Blake 1
Blake sole sewing MC

22 | May xé rinh @& 1
Channeling MC

23 | Oyng cy m& ranh aé 1
Channel opening device

24 Dyng cy déng ranh dé 1
Channel closing device

25 May khau gia gidy mocasin 1
Mocasin imitation sewing MC

47

T8ng gia trj : USD 556.060

Total : USD 556,060
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STT Tén thiét bj $6 lugng
Item Description Quantity
E. Phin xudng sdn xult & va gét - Sole and heel making
department
1 |May xay dé so bd 1

Soles pretrimming MC

2 |May dot dip chat dudng 1
Nibling MC for iron plate

3 |May dong dinh got 1
Pneu.automatic heel nailing MC for soles factory

4 |May lang da dé 1
Equalizing MC for leather soles

5 |May danh nham va 1am phang dé da 1
Auto.roughing and equalizing MC

6 |May mai cé hit byi 1
Brushing MC with aspirator

7 |May ép dan gét hoi 1
Prieumatic press for normal heel

8 |May quét keo hai mat dé 1
Cementing MC with flex, roll for double side

9 |[May ban ty dong dyc 18 va khoét cira khiu gbt 1
Semiauto.MC suitable to make hole and heel breast

10 [May 1am cong chan dé 1
Machine for arch of foot

11 |M3y mai phéng got 1
Ironing heel MC

12 |May in d€, got va cho @€ ban thanh phim 1
Marking MC for scle and heel for prefinished sonle

T8ng gié tri : USD 138.200
Total : USD 138,200




-8 -

STT Tén thidt bj S8 lugng
Item Description Quantity
G. Phdn xuwing may #o - Garment department
1 |May hai kim co xén chi 25
Double needie sewing Mc combined with shaving MC
2 |May may hai kim 5
Double needle sewing MC
3 |May chat 2
Clicking press
4 [May xén 2
Trimming MC
5 |[May tan 0 dé ty dong 2
Automat ‘¢ eyeleting MC
6 |[Ban cat 2000x3000 15
Cutting tables 2000x3000
t |Ban cat 14t 40
Linning tables 5000x1200
8 |Ban cat bang da 15
Marble tables 1000x500
9 |Ban thuong 15
Table
10 |Dyng cy dao kéo dic biét 50
Special scissors-knives appratus
11 |May 1a chuyén dyng 4
Special ironing MC
12 |May 1a 4
Ironing MC
13 {Thudc nhan c¢&d Pantograph 1
Pantograph
180

Téng gi4d trj : USD 465.190
Total : USD 465,190




H. Phy ting thay thé
Spare parts

1

1. Lip a3t chey thd :
Installation, maintenance :
K. TONG GIA TR] TOAN BQ
TOTAL AMOUNT

Trong @6 :
In which

* Thiét bj da Yip dait tai chd:
Local installated machinery:




