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In order to help existing and future Canadian
exporters, the government of Canada (I -dustry
Canada), following numerous consultations with
exporters all over Canada decided to support and
facilitate the understanding of the various
stages/steps required o forward an infrastructure
project :
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This initiative is in the form of a “practical guide” which offers "user friendly” information required to ensure
the rational and orchestrated development of international capital projects. The "guide" will indicate the way
to government services and provide a directory of other sources that may be of interest. The
conceptualisation of the "guide" is based on a step-by-step approach or "roadmap” that can be consulted at
any stage of project development. industry Canada wili be pleased to receive Feedback.
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Purpose of Report

It is well known that Canada is an exporting country. Our exporting strength is recognized
throughout the world. Traditionally we have done business with the United States and
European countries and to some extent with emerging countries in Latin America and the
Pacific Rim.

The export climate is in a state of evolution and, because of this, so are existing and
on-coming Canadian exporters who are becoming awar2 of new opportunities and are
adapting to profound new changes. In fact, movements like the disappearance of
numerous dictatorships in the world replaced by democracies, the fall of protectionist
barriers (the opening of markets), the propulsion of privatization schemes, the
globalization of markets and the desire of developing countries to work in partnership
(multi-disciplinary teams) with the private sector, are opening up the world to trade and to
new business opportunities for Canadian industry (services, equipment manufacturers,
builders, financiers).

However a problem exists. Canadian exporters are net necessarily well prepared tc meet
these new challenges for different reasons : They do not really know how to work within a
multi-disciplinary team; they have little experience in structuring capital infrastructure
projects within models like Building-Own-Transfer (BOT), Building-Own-Operate-Transfer
(BOOT) or multi-disciplinary teams, etc.; they have limited financial engineering
experience and are usually unaware of or inexperienced in funding sources like IFls or in
the technical assistance that is offered by Canadian and/or provincial agencies to help
them in understanding how to develop these new international markets.

But the markets are there. in Latin America, South East Asia, China and in Eastern
Europe, the need for capital infrastructure projects is staggering. Billions of US dollars will
be spent/invested in the next few years in basic infrastructure projects such as potable
water, environment, energy (hydroelectricity, gas and cil), transportation (ports, airports,
highways and railrocads) and agriculture. These markets will be open for bids on the world
market particularly to those countries where technology is developed and who have had
good diplomatic and humanitarian relations with the host country. Canada is privileged in
the sense that it is recognized all over the world as a very developed country where

http://strategis.ic.gc.ca/SSG/ce01277e.html
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technology is first-class and with whom most countries have excellent diplomatic relations.

While here in Canada we are working in a mature economy where business opportunities
are becoming more and more difficult to find and where there are more reguiatory
constraints, increasing business opportunities are opening up in other parts of the world in
sectors where we have capabilities. We must wak.: up to this new world orde:; get
involved; change our basic traditions by adapting them to the different needs, cultures
and requirements of foreign clients by structuring ourselves accordingly; by rolling up our
sleeves and facing, with energy if not desperation, these challenges of the next century
which is the development of infrastructure in emerging countries.

The Concept

The "roadmap"” is not actually based on a road but on atwther great form of Canadian
transportation, the train. So, itis a "railmap”. The guide is easy to use and provides a
clear and linear decision-maxking tool. In order to understand the premise of the guide one
must be able to distinguish the different types of capital projects. There are three ty pes of
international capital projects:

+ projects bought by governments or their government-owned corporations and
which typically enjoy some degree of sovereign guarantee

< projects bought by a private sector company

« projects of privatized infrastructure; in such cases, the rights of ownership are
constrained by the terms of the Concession Agreement (e.g.: stipulated social
objectives, stipulated terms of transter of project to government, rate caps. etc.)

If your project is one of the first two types, you should get on another train, although some
stations may be of interest. If your project is of the third type, sit down and hold on!

The train is travelling from station to station where passengers embark. A passenger
represents "a possible step to follow". Every station has a specific number of passengers.
When arriving at a next station, other passengers, specific to that other station, embark.

While the train is travelling from one station to another, it might shunt to secondary tracks
for the reader to get more specific information (what are called secondary road maps).
There are two types of secondary tracks :

A- Export Assistance available to meet the requirements/needs of a
passenger
B- Financial Institutions that can be sources of information and financing

In addition to this information, there are "links" to other information sources that may be of
use and may provide additional information to the reader. These links are identified in the
text through hypertext linking. These links are underlired.

Along the long trip from the Identification Station to the Construction and Operation
Station, a caboose accompanies the train. The caboose has the necessary "tools" for the
train to move efficiently providing examples and definitions.

To embark on this train, one must have the fundamentals required in developing the
international market. these include :

1- Corporate commitment to develop international markets
2- A clear marketing strategy;

- countries

- sectors of activity

3- Adequate marketing documentation

http://strategis.ic.gc.ca/SSG/ce01277e.html
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Now that you are ready to board the train we welcome you aboard and wish you a
successful trip.

Info Export - Department of Foreign Affairs and Trade
http://www.dfait-maeci.gc.ca/english/trade/assist.htm

Return to Sitemap
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Feedback - Comments - Suggestions

he Service Industries and Capital Projects Branch requests your help in improving our
international Project Development Roadmap" information product aimed at assisting you
in the development of International Capital projects.

Please take a moment to share your views with us so we can continue to provide

information of value to the development and growth of service industries.

Did you find the i.formation contained within "International Project Development
Roadmap"” to be useful?

| [Jyes[JNo

If Yes, how will the information on this site be of benefit to you?

Was there a specific section/stage in the site of particular value to you?

[Jyes[JNo

If Yes, which section(sj/stage(s):

[identification [_]Financial Structuring

[JEvaluation [ ]Negotiation

DDevelopment [:]Construction and Operation
[[Jcaboose

Do you have any comments/sugdestions concerning any of the sections/stages
within "International Project Development Roadmap”?

http://strategis.ic.gc.ca/SSG/ce01301e.html 1/28/99
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How would you rate "International Project Development Roadmap” (1 being
completely unsatisfied, and 4 being completely satisfied) with respect to:

Comprehensiveness of information

Usefulness (relevancy) of information

Would you recommend this site to other business people?

[Jyes[]No

Are you aware of other electronic sources of information related to any of the topics
that we might usefully refer to in our site?

[JYes[ ]No

if Yes, Please specify:

Would you like us to get back to you?

[ves[ INo

if Yes, please provide the following:

Name

Organization

City, Province

Telephone

E-mail address

How do you wish to be contacted?

hitp://strategis.ic.gc.ca/SSG/ce01301e.html 1/28/99
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By E-mail
Telephone

Submit Form Reset Form

Return to Sitemap

Persorial Information collected on this form is protected under the Privacy Act

STRATEGIS © Her Majesty the Queen in Right of Canada, 1996, as
represented by the Minister of Industry.
Important notices and disclaimers
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There are numerous ways of
identifying a project These were
regrouped 1n eight types or
passengers Although the roadmap s
based on the BOT project, the
identification also allows for the
identification of other types of
projects. ldentifying a project can. in
itself. be a daunting task and it may
be advisable to contact the resources
listed in

|dentification - Export Assistance

|1- Online Project
DatabasesSect Databae

The development of the World Wide Web (WWW) has made the
identification of projects much easier and user-friendly, particularly for
Internationai Financial Institution (IF1) sponsored projects. The tollowing 1s a
broad overview of the listings that are available As the WWW is growing at
a phenomenal rate new sites are developing and some basic and
sometimes in-depth searching is necessary An all-in-one search page 1s
currently availlable at

http.//'www albany net/allinone

The Canadian Government
The Department of rreign Affairs and International Trade
(DFAIT) IFINET

This Is a good database if you wish to avoid going through the IFI
databases. This is a user friendly system that has all the information on
Bank projects at one site This is a registration based database where a
username and password are riecessary It can be found at

hitp //www dfait-maeci gc.ca/ifinet/menu-e htm

The Strategis site has the International Business Information Network
(IBIN). IBIN has project listings as well as some other useful information
and links to other relevant sites. This listing can be found at

http //strategis ic.gc ca/ibin

Open Bidding System (OBS)

The OBS can be found at http.//www.merx cebra.com/. This is a fee-based
project listing system in which projects. goods and services that are required
by the Canadian government and private industry can be

perused !nternational capital projects may be listed through sources like the
Canadian International Development Agency(CIDA) and even IFl's. (See
figure 3 for an example)

http //strategis c.gc.ca/SSG/ce01279e html 1/28/99
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International Financial Institutions (IF!)
The World Bank Group

The World Bank does not have an online project listing but you can find
project information through the search function. The World Bank Group's
home page can be found at:

hitp://www.worldbank.org/

,and project information documents can be found at:
http://www.worldbank.org/htmi/opr/procure/bopage.htm!

Make sure to icok at the date of entry and stage of development World
Bank projects and many other [Fl and United Nations (UN) projects can be
found in the UN Development Business journal, the description of

which can be found in : hitp://www.waorldbank.org/

The Inter-American Development Bank

The |DB project listing is probably the most user friendly and can be found
at:

http://www.iadb.org

Again be sure to look at the stage of development for the project.

Home Page: http.//www.iadb.org/

Asian Development Bank (AsD3)

The Asian Development Bank is also user friendly and can be found at:
hitp://www.asiandevbank.urg

This listing separates projects on the basis of technical assistance ard
loans. The technical assistance projects are baser! on three classifications,
but are mostly based on consulting services. You can even pre-qualify your
firm online for the technical assistance projects by registering your firm in
the ADB database and as you browse the projects you can give an
Expression of Interest (EOI}). The loans section is where capital projects are
listed.

Home Page: http://www.asiandev bank.org/

The European Bank for Reconstruction and Development
(EBRD)

The EBRD has a good listing that can be found at: http://www.ebrd.com

QOther IFl sites

There are other development banks like the African Development Bank
(ADB) and the Caribbean Development Bank (CDB), these banks are
presently not listed. However keep a look out for new developments. As the
Internet grows many different institutions will begin to use it as a tool to
generate interest in projects.

hitp://strategis.ic.gc.ca/SSG/ce01279e.html 1/28/99
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Miscellaneous Datahases

Companies, Regional Development Banks and investment Promotion
Agencies either identify projects or have projects that they advertise on the
Internet. Some examples can be found at;

http://aloha.com/%7Euci/chinainv/project.htm (see figure 1, 2 and 3)

China investment opportunities

FIGURE 1
D0009 : City Waste Water Treatment in Ningxia
Foreign government loan needed fo build a city waste water treatment plant

in Ningxia. The project needs a total of US$20 million. Phase 1 needs
US$4.75 million foreign government loan.

FIGURE 2

GLOBAL TENDER NOTIFICATION INVITATION TO
BUILD-OWN-OPERATE-TRANSFER A NEW PORT COMPLEX AT
LEWADI NEAR TARAPUR, DiSTRICT THANE IN MAHARASHTRA

Maharashtra is in the forefront of industrial development in India. The
Government of Maharashtra, invites sealed Bids on BOOT (Build, Own,
Operate and Transfer) basis for establishing a modern all-weather
multi-user port at a green field site at Alewadi, which is strategically
located near Tarapur, a premier industrial township, 65 nautical miles to
the north of Mumbai (formerly Bombay), the financial capital of india, to
meet growing demands of trade, industry and crmmerce. The
description of work and other details are given - ‘ow.

Work Description id Construction Concession
ecurity [Period Period
arnest

| oney

Construction,operation, maintenance, RS, § [36 months 130 years

fand management of the Port at million

Alewadi of US

$150,0004

Commercial bid form will be on sale on payment of amount of IRS. 15,000
(Rupees Fifteen Thousand only) of US$ 500 (US $ Five Hundred only).

rContacting Us
* Commissioner Water Transport, Indian Mercantile Chambers, 3rd Floor,

14 Ramjibhai Kamani Marg, Ballard Estate, Mumbai, 400 038, India, Tel
iNo. 92(22)2612143, 91(22)2614331 Fax no 91(22)2629752

FIGURE 3

ROJECT EXAMPLE ) contractor's experience and record
r similar work

BS PROJECT EXAMPLE ) cuntractor's financial capability;
ANOUAN AIRPORT ) qualificatior: and experience of
EDEVELOPMENT PROJECT ontractors supervising personnel.
OLICITATION NUMBER :
D-CiDA-005-208 he Tender Document are in the
BS REFERENCE : nglish Language and could be

http://strategis.ic.gc.ca/SSG/ce01279e.html 1/28/99
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FD-CIDA-005-208

CLOSING DATE : 21/06/96 17:00
EASTERN

GSIN : 5131A

IConstruction

TENDERING PROCEDURE : 0-2

The Government of St-Vincent and
the Grenadines (GSVG) has applied
for a loan from the Caribbean
Development Bank (CDB) towards
the cost of the Canouan Airport
Redevelopment Project in St-Vincent
and the Grenadines, and intends to
apply a portion of the proceeds of
this ioan to eligible payments under
the contract for which this Invitation
to Bid is issued.

G SVG, through its executing agency,
Ministry of Communications and
Works (MCW), invites tenders from
suitably qualified construction firms
or consortium to construct the
foliowing works under this project :

The Redevelopment of Canouan
island Airport including extension of
a runway 1,000 mx 20 m
(aerodrome reference CODE 2C),
and the scope of works inciudes the
following approximate quardities :

- Land reclamation 150,000 m
- Earthworks 160,000 m

L Soll substitution 15,000 m

- Armour stone shore protection
70,00 m

L. Granular sub-base 11,000 m
- Granular crushed stone base
5,000 m

L Asphaltic concrete 2,700 m

- Terminal Buiiding 720 m

Contractors or consortium eligibie for
submitting bids will be limited to
firms or joint ventures of firms which
re legally incorporated or otherwise
rganised in and have their principai
lace of business in one of the
ember countries of CDB.

ontractors will be required to submit
ull post-quallfication information
iong with their bids. Tenders and
ost-qualification information are to

e submitted in the English

anguage. Post-qualification
nformation is to be submitted in a
rescribed form inserted in the bid

http://strategis.ic.gc.ca/S8G/ce01279e.htmi

Page

btained from the first and second
ddress below against payment of
S$$300. for each tender which is for
he cost of printing and forwarded by
ourier services.

ubmission must include completed
ost qualification forms and must be
ade in sealed envelopes marked
‘Tender for Canouan Airport
edevelopment Project” to the third
ddress below by June 21, 1996.
ompieted post-qualification forms
nly must be submitted
imultaneously to the fourth address
elow. GSVG is n~t bound to accept
he iowest or any tender and will not
efray the cost of post qualification
ubmissions or bid preparation.

1. The Chief Engineer

P ublic Works Department
Ministry of Communications and
Woarks

Kingstown

ST-VINCENT AND THE
IGRENADINES

Tel : (809) 457-1289 Fax : (806)
457-1289

2. Kocks Consult GmBh
Consuiting Engineers
Stregemannstrasse 32-38
D-56068 Koblenz
GERMANY

Tel : (809)457-1289 Fax :
(808)457-1289

(3. The Chairman

Central Tenders Boards
IAdministrative Building
Ministry of Finance & Planning
ingstown

ST-VINCENT AND THE
GRENADINES

4. The Chief Project Officer

IE conomic Infrastructure Unit
Caribbean Development Bank
P.0. Box 408

\Wildey, St. Michael
BARBADOS, W.I.

Tel : (809)431-1600

Fax : (809)426-7269

4 of 22
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Eocument and wiil include inter-alia,
etails of the following :

Online Project Database / Newspapers ard Journals / Networking / Local Agent or
Office / National & Intl. Agencies / Trade Missions / Publicity / Unsolicited Project /
Export Assistance / Financial Institutions / Return to Sitemap

12 - Newspapers and Journals

Newspapers/magazines and journals can be particularly useful in identifying
a project. A good Canadian government source is CanadaExport which is a
monthly publication of market information ard project listings. A
subscription is available free of charge and is also available online at:

hitp://www.dfait-naeci.gc.ca/enalish/news/newsietr/canex/mep*: htm

The Engineering News-Record is also a good source of information on
upcoming projects and market information.

National (country-of-focus) newspapers are very important because the
private and public sector publish their invitations to tender. Often these
appear in a particuiar national newspaper or a project gazette.

Some good International sources are newspapers and specialized journals
like the Economist, Financial Times, Euromoney, Project Finance
International and the New York Times. Large infrastructure projects need to
attract attention so that legitimate bidders get interested. These types of
publications have a large and varied readership.

The following are two publications that focus on major International
Financial Institutions.

1) Inter-American Development Bank Monthly Operational
Summary

The Inter-American Development Bank has a monthly operational summary
(MOS) called IDB Projects which is published 10 times a year by the Office
of External Relations of the Inter-American Development Bank and
distributed by The John Hopkins University Press.

Although the information is available cnline this may be an easler way to get
the Information if access to the WWW is not available.

Subscriptions are currently US$150 per year and payment should be made
in US dollars, payable to Jshn Hopkins University Press, and sent to :

The John Hopkins University Press (JHUP)
P.O. Box 19966

Baltimore, MD 21211

Tel : (410) 516-6987

Fax : (410) 516-6968

Emall :jlorder@{hunix. hef.jhu.edu,

2) United Nations Development Business

The United Nations putiishes the Development Business Journal which is
available by subscription. Development Business, which is published twice

http://strategis.ic.gc.ca/SSG/ce01279e htmi 1/28/99
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monthly, contains World Bank procurement information as well as other
project information, including invitations to bid, related to projects financed
by the African Development Bank, the Asian Development Bank, the
Caribbean Development Bank, the European Bank for Reconstruction and
Development and the Inter-American Development Bank

Development Business provides the following information on World Bank
projects :

Monthly Operational Summary (MOS), a monthly report listing all of the
projects being considered for financing by the World Bank. The MOS tracks
projects from the point when the World Bank begins identifying them, to
approval by the Bank's board of Executive Directors. (Development
Business also publishes an Inter-American Development Bank MOS and the
African Development Bank Quarterly Operational Summary).

To order a subscription for Development Business contact at tel - (212)
963-8524.

Online Protect Database / Newspapers and Jougnals / Networking / L ocal Agent or
Office / National & Intl Agencies / Trade Missions / Publicity / Unsolicited Project /

Export Assistance / Financial institutions / Return to Sitemnap

I3 - Networking

Networking is an all-encompassing term that refers to getting out and
meeting the people that can help in identifying a project.

The following are ways in which to network :

+ meeting with the appropriate trade official in Canada
and trade commissioner in your country-of-focus;

+ meeting the key declsion-makers in your
country-of-focus;

« developing a rapport with potential business associates
in your country-of-focus;

« belonging to trade associations;

- oarticipation In social and technicat activities;

« meet with IFIl representatives involved in your
country(ies) of choice; keep your eyes open at all
times; you might get lucky.

Online Project Database / Newspapers and Journais / Networking / Local Agent of
Office / National & intl. Agencies / Trade Missions / Publicity / Unsolicited Project /

Export Assistance / Financial Institutions / Retusn to Sitemap

l4 - Local Agent or Office

Salecting an agent requires patience =nd planning. The agent's role has to
be clearly defined and some element of controi must be maintained. An
agent gene:ally recelves a commis.sion or salary based on saies, or possibly
a retalner. Communication and some element of control is required so that
the agent does not overstep his/her bounds of representation. A strong
contract offers some protection. (See Agent contract in Caboose)

http://strategls.ic.gc.ca/SSG/ce01279e.html 1/28/99
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Another way of establishing a presence would be to open an office,
especially if you expect to continue to visit on a regular basis. An office is
expensive and requires trustworthy personnel and careful supervision. It is
~:jvisable that an office be opened only when a project is secured.

Online Project Database / Newspapers and Journals / Networking / Local Agent or
Office / National & Intl. Agencies / Trade Missions / Publicity / Unsolicited Project /

Export Assistance / Fipancial Institutions / Return to Sitemap

I5 - National and International Agencies

Maintaining close contacts and understanding the goals of certain
organizations like the United Nations (UN), the Canadian International
Development agency (CIDA), USAID, the World Health Organization
(WHO) and the World Trade Organization (WTO) will help in identifying a
project.

Online Project Database / Newspapers and Journals / Networking / Local Agent or
Office / National & Intl, Agencies / Trade Missions / Publicity / Unsolicited Project /
Export Assistance / Financial Institutions / Return to Sitemap

|6 - Trade Missions

The Canadian government creates opportunity by organizing trade
workshops and trade missions abroad. These missions may be broad based
and encompass many different sectors or may be more focused. Contact an
International Trade Centre to get a list of trade events, workshops or
missions. The information is also available in Canada's International
Business Strategy, the DFAIT web site and on the Strategis' web site under
International Business Report.

The Provinces have become more active in promoting business abroad and
organize their own trade misslons. The International Trade Centre or
Provincial commerce ministries (see |A) should have this information at
their disposal.

Online Project Database / Newspapers and Journals / Networking / Local Agent or
Office / Natlonal & Intl. Agencies / Trade Missions / Publicity / Unsolicited Project /
Export Assistance / Financial Institutions / Return to Sitemap

17 - Publicity

It Is very important to market your capabliities through brochures, videos
and other types of information dissemination like web pages or CD-ROM's.
It is also important that you distribute your company's information to the
right places as It can be expensive to give out your brochure to everyone,
although that would be ideai. The quality of your brochure directly reflects
on your firm, so It Is impoitant that time and money bs spent in creating an
attractive and informative madia package. Remember that it has to be in
the language of your country-of-focus.

Online Project Database / Newspape d Journals / Networking / L.ocal Agent or
Office / National & Intl. Agencles / Trade Missions / Publicity / Unsolicited Project /

http://strategis.ic.gc.ca/SS8G/ce01279e.htmi 1/28/99
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| Export Assistance / Financial Institutions / Return to Sitemap |

18 - Unsolicited Project

Identifying a need can lead to an unsolicited project. This is a good way to
avoid the risk of bidding for a competitive project. This strategy is good for
projects where government involvement is minimal, but is unusual for
privatization projects because competitive bidding is usually a requirement.

Development costs for the Identification Station ($)

There are many ways of paying for the costs required to go through the
Identification of a project :

1. Own Resources or through a Consortium
2. PEMD - Market Develop.nent Strategies
3. Provincial Programs

4. CIDA INC

5. Financial Institutions (to get a loan or line of credit)

Business Development Bank of Canada
http.//www.bdc.ca

Nota Bene
For more specific information go to :

Export Assistance

Financial Institutions

Online Project Database / Newspapers and Journals / Networking / Local Agent of
Office / National & Intl, Agencies / Trade Missions / Publicity / Unsolicited Project /
Export Assistance / Financial institutions / Return_to Sttemap

IA - Export Assistance

Canadian Government
Program for Export Market Development (PEMD)

The PEMD is made up of three different programs : (1) the Market
Development Strategies program (MDS), (2) the New-To-Exporting
Companles program, and (3) the Capital Projects Bidding program. Ali of
these programs are repayable based on a percentage of foreign sales. The
MDS and New-To-Exporting companies programs are the most relevant in
this stage while the Capital Projects Bidding program will be discussed in
DA. Preference will be given to companies with annual sales greater than
$250 000 and less than $10 million, and/or with less than 100 employees for

http://strategis.ic.gc.ca/SSG/ce01279e.html 1/28/99
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a firm in the manufacturing sector and 50 in the setvice industry.

The main program is Market Development Strategies (MDS). The MDS
program supports the implementation of a one to two year marketing
strategy. The MDS will provide funds on a 50/50 basis to support activities
related to training, trade shows, product testing, product demonstration
costs and related costs for the implementation of the business plan. The
PEMD contribution is a minimum of $5000 and a maximum of $50 000.

The New-to-Exporting Companles program supports companies with very
little or no experience within foreign markets. It allows for a maximum
contribution of $7500 to support companies for a market identification visit
or participation at an international trade fair.

Contacts for the PEMD

The information for a PEMD can be found by contacting an International
Trade Centre (ITC). Call ITC for locations throughout the provinces. In
Quebec the MDS and the new-to-exporting programs are administesed by
FORD-Q offices

PEMD Handbook online at_
http.//mwww.infoexport.qc.ca/section2/export_ menu-e.asp

Canada Business Service Centres

Your first stop, particularly If you are new to exporting, is one of the 11
Canada Business Service Centres (CBSCs) across Canada. These centres
bring the services of federal and provincial governments and, in some
cases, the private sector, t-.gether under one roof. Your first point of access
to the fuil range of government services and sources of information, CBSCs
have experienced staff on hand to help you cut through red tape, research
your export questions, and direct you to the best sources for additional
information.

you. A toll-free "fax on demand"” service lets you order documents 24 hours

} Contact : Call toll-free for information or go in person to the CBSC nearest
} a day, any day of the year, or you can contac! the CBSC web site at

http://reliant.ic.fic.ca

The CBSCs can direct you to an array of services that provide valuable
information for export market development.

Ontario Quebec
Canada/Ontario Business Call Centre Info entrepreneurs
Yonge Richmond Centre 5 Place Ville Marie
151 Yonge St., 9th Floor Suite 12500, Plaza Level
Toronto, Ontario “Aontreal, Quebec H3B 4Y2

MSC 2W7
Tel: (800) 322-INFO (4638)
Tel: (800) 567-2345

Newfoundland Prince Edward Island
Canada Business Service Centre P.E.i. Business Service Centre
90 O'Leary Avenue 75 Fitzroy Street
P.O. Box 8687 P.O. Box 40

http.//strategis.ic.gc.ca/SSG/ce01279e.htmi 1/28/99
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St. John's, Newfoundland
A1B 3Tt

Tel: (800) 668-1010
Nova Scotia

Canada/N.S. Business Service
Centre

1575 Brunswick St.

Halifax, Nova Scotia

B3J 2G1

Tel: (800) 668-1010
Manitoba

Canada Business Service Centre
240-250 Graham Ave.

PO Box 2609

Winnipeg, Manitoba

R3C 4B3

Tei: (800) 665-2019

Alberta

The Business Link
10237-104 St., Suite 100
Revillon Annex, Main Fi.
Edmonton, Alberta

T5J 181

Tel. : (800) 272-9675
Northwest Territories

Canada/NWT Business Service
Centre

c/o Resources, Wildlife & Economic
Development

P.0. Box 1320

Y ellowknife, Northwest Territories
X1A 2 L9

Tel: (800) 661-0599
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Charlottetown, Prince Edward Island

C1A 7K2

Tel: (800) 668-1010
New Brunswick

Canada/N.B. Business Service
Centre

570 Queen Street, 1st Floor
Fredericton, New Brunswick
E£3B 626

Tel: (800) 668-1010
Saskatchewan

Canada/Saskatchewan Business
Service Centre

122 - 3rd Avenue North
Saskatoon, Saskatchewan

S7K 2H6

Tel: (800) 667-4374
British Columbia

Canada/B.C. Business Service
Centre

601 West Cordova Street
Vancouver, British Columbia
VeB 1G1

Tel: (800) 667-2272
Yukon

Canada/Y ukon Business Service
Centre

c/o Yukon Chamber of Commerce
201-208 Main St.

Whitehorse. Yukon

Y1A 2A98

Tel: (800) 661-0543

Industry Canada

Located across Canada, the regional offices of Industry Canada provide
advice, encouragement and assistance to individual companies in their
international marketing activities. These offices are staffed both by
Industrial Development officers and by Trade Commissioners who maintain
communication with the Department of Foreign Affairs and Internpational
Trade and carry out counselling and educational services on a continuous
basis. Regional offices can be found at the same coordinates as the ITC's.

Service Industries and Capital Projects Branch (SICF)
The Service Industries and Capital Projects Branch (SICP) is the hub of
expertise within Industry Canada for Canada's service industries and

provides link-ups to capital project opportunities.

SICP focuses on business and professional services; distribution and

http://strategls.ic.gc.ca/SSG/ce0127%e.html
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marketing; construction, engineering and related services. The SICP's
vision is to increase the competitiveness of Canada's service and capital
project industries through the client-focused delivery of innovative
information products, services and policies.

For further information contact :

Industry Canada

Service Industries and Capital Projects Branch
235 Queen Street

Ottawa, Ontario K1A 0H5

Fax : (613) 952-9054

Home Page http://strategis.ic.gc.ca/sicp

or a regional officer in one of Industry Canada's Offices:

Building Abroad - Industry Canada
http://strategis.ic.qc.ca/construction

Canadian Company Capabilities - Industry Canada
hitp://strateqis.ic.gc.ca/cdncc

Canadian Capabilities in International Capital Projects (CC!CP)
- Industry Canada
hitp://strateqis.ic.gc.ca/ccicp

Take a World View is a new interactive user friendly software kit. It is
designed to help firms working in knowledge-based industries to sell their
services in foreign markets.

http://strategis.ic.gc.ca/twv

Department of Foreign Affairs and Trade

The Department of Foreign Affairs and International Trade in Ottawa is
organized into a number of geographic branches which are responsible for
all bilateral relations between Canada and their respeciive areas. Each
branch has a Trade Development Division dedicated exclusively to trade
promotion. Support may include :

« provision of country and project reports, market
surveys and sectorial studies

« organization of trade fairs abroad and outgoing and
incoming trade missions

« provision of current information on tariffs and non tariff
restrictions to the foreign markets

« support facilities for overseas projects financing

- arrangement of ministerial or other senior
representation for trade related events.

The Trade Commissioner Service of the Department of Foreign Affairs and
international Trade (DFAIT) currently has over 125 offices around the world.
When your company has identified ex port markets of interest, contact the
commercial section of the appropriate country.

In countries where there are no Trade commissioners or Commercial

Officers, contact the appropriate (DFAIT) division or the country's
responsible (e.g. Angola - see Zimbabwe).

http://strategis.ic.gc.ca/SSG/ce01279e.htmi 1/28/99
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Trade Commissioner Service, Overseas Programs and
Services

Trade Commissioner Service, Overseas Programs and Services supports
Canada's trade and investment objectives and assists Canadian businesses
to succeed globally. It provides the linkages to information on international
markets and business opportunities, extends educatinnal and promotional
support, and carries out strategic policies and programs to help Canadian
firms pursue these opportunities. This is done in large part through the
domestic Team Canada network for emerging exporters, and the
specialized services of the Trade Commissioner Service worldwide for
export-ready companies. International Business Opportunities Centre
(IBOC) is a division of International Business and Communications that can
assist you in the identification of a project and can be found on the
infoexport web site.

For further information contact :

International Business Operations
125, Sussex Drive

Ottawa, Ontario

K1A 0G2

info Export
hitp://www.infoexport.gc.ca/menu.asp

International Trade Centres

International Trade Centres (ITC's) across Canada, jointly operated by
Industry Canada and the Department of Foreign Affairs and International
Trade, provide international business development business services to
Canadian exporters through: counselling exporters; identification of market
opportunities; advising on the development of export marketing plans;
information on joint venture and technology transfer opportunities;
information about financial support under the Program for Export Market
Development (PEMD) and other departmental programs to expand into
foreign markets; recruiting participants for trade fairs and missions, and
distributing international business development publications produced by the
Department of Foreign Affairs and International Trade.

Quebec
International Trade Centre
5, Place Ville-Marie, 7th Floor
Montreal, Quebec
H3B 2G2

Ontario

International Trade Centre
151 Yonge St,

Toronto, Ontario

M5C 2W7

Tel : (416) 973-5053
Fax : (416) 973-8161

Newfoundiand

International Trade Centre
P.O. Box 8950

Suite 504, Atlantic Place
215 Water Street

St. John's, Newfoundland
A1B 3R9

Tel : (514) 283-6328
Fax : (514) 283-8794

Prince Edward Island

International Trade Centre

P.O. Box 1115

75 Fitzroy Street

Charlottetown, Prince Edward Island
C1A 7M8

1/28/99
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A1B 3RS

Tel : (709) 772-4782
Fax : (709) 772-5093

Nova Scotia

International Trade Centre

1800 Argyle St., 5th Floor

World Trade & Convention Centre
Halifax, Nova Scotia

B3J 2Vv9

Tel : (902) 426-7540
Fax . (902) 426-2624

Manitoba

international Trade Centre

P.O. Box 981

400 St. Mary's Avenue, 4th Floor
Winnipeg, Manitoba

R3C {K5

Tel : (204) 983-4540
Fax : (204) 983-3182
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Tel : (902) 566-7443
Fax : (902) 566-7450

New Brunswick

International Trade Centre
1045 Main Street, Unit 103
Moncton, New Brunswick
E1C 1H1

Tel : (506) 851-6452
Fax : (506) 851-6429

British Columbia

International Trade Centre
300 West Georgia Street
Suite 2000

Vancouver, British Columbia
V6B 6E1

Tel : (604) 666-0434
Fax : (604) 666-0954

Alberta

International Trade Centre
Canada Place, Suite 540
9700 Jasper Avenue
Edmonton, Alberta

T5J 4C3

Te! : (403) 495-2944
Fax : (403) 495-4507

International Trade Centre
300, 639 - 5th Ave. S.W.
Calgary, Alberta

T2P OMS

Tel: (403) 292-4575
Fax: (403) 292-4578

Saskatchewan

International Trade Centre
Princeton Tower, 7th Floor
123 - 2nd Avenue South
Saskatoon, Saskatchewan
S7K 7E6

Tel : (306) 975-5315
Fax : (306) 975-5334

international Trade Centre
P.O. Box 3750

1919 Saskatchewan Drive
2nd Floor

Regina, Saskatchewan
S4P 3N8

Tel: (306) 780-6325
Fax: (306) 780-8797

Canadian international Development Agency (CIDA)-
Industrial Cooperation Program (INC)

CIDA is in charge of almost all of Canada's aid programs through bilateral
assistance and the industrial cooperation program. A number of programs
are available through the INC financial mechanisms (see DA). The
investment mechanism has the viability and project support programs and
the professional services mechanism has the capital projects preliminary
study and the capital project detailed study (see DA)

Canadian companies that wish to find a joint-venture partner and conduct
business in the developing world can do so through the INC program using
the viability study mechanism.

http://strategis.ic.gc.ca/SSG/ce01279e.html 1/28/99
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Viability study

Canadian entrepreneurs may obtain up to $100,000 to cover the cost
(travel, living expenses, translation, etc.) of signing an agreement with a
partner and obtaining the approval of authorities supervising the investment
in the target country. The applicant must be able to demonstrate that it has
found a potential partner (or even two or three partners) that have indicated
an interest in doing business with the applicant.

Contact Canadian Internationa! Development Agency (CIDA)

200 Promenade du Portage
Hull, Quebec
K1A 0G4

Tel. : (819) 997-5006
Fax : (819) 953-6088

Home Page http://www.acdi-cida.gc.ca/

Virtual Library on International Development - CIDA
http://w3.acdi-cida.qc.ca/Virtual.nsf/

Provincial Governments

Most of the Provincial governments have programs (and some Cities as
well) that can assist you through many of the different stages of project
development. It is important to contact your provinciai trade and commerce
ministries to find these relevant programs and to gather potential market
information.

Ontario

Ontario international Trade Corporation Ontario Ministry of Economic
8th Floor, Hearst Block, Queen's Park  Development, Trade and Tourism

900 Bay Street 900 Bay Street

Toronto, Ontario M7A 2E1 Toronto, Ontario M7A 2E1

Tel : (416) 325-8778 Tel : (416) 325-6846

Fax : (416) 325-6985 Fax : (416) 325-6814

Quebec

Ministere de !'Industrie, du Commerce, Quebec - Ministere des Affaires

de la Science et de ia Technologie Internationales

10, Place d'Youville APEX Program

Québec (Québec) 380 St. Antoine St. W.

G1R 4Y4 Montreal, Québec H2Y 2X7

Tel : (418) 691-5950 Tel : (514) 499-2171

Fax : (418) 644-0118 Fax : (514) 499-2163

http://www.micst.gouv.gc.ca/ {in french  hitp://www.micst.gouv.qc.ca/ (in

only) french oniy)
Newfoundland Prince Edward Island

Newfoundland Industry, Trade and Prince Edward Island Enterprise

Technology West Royalty Industrial Park

http.//strategis.ic.gc.ca/SSG/ce01279e.htmi 1/28/99
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P.O. Box 8700

St. John's, Newfound!and A1B 4.6
Tel : (709) 729-5600

Fax : (709) 729-593€

http://www.gov.nf.ca

Nova Scotia

Nova Scotia Trade Development Centre
Economic Renewal Agency

World Trade and Convention Centre
P.O. Box 519
Halifax, Nova Scotia B3J 2R7

Tel : (902) 424-3672
Fax : (902) 424-5739

http://www.gov.ns.ca/ecor/

Manitoba

Manitoba Industry Development

Department of Industry Trade and
Tourism

410 - 155 Carlton Street
Winnipeg, Manitoba R3C 3H8

Tel ; (204) 945-2445
Fax : (204) 957-1793
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Charlottetown, Prince Edward
Island
C1E 1B0

Tel ; (902) 368-6300
“ax : (902) 368-6301

hitp://www.qov.pe.ca
New Brunswick

New Brunswick Trade and
Investment

Department of Economic
Development and Tourism

Centennial Building P.O. Box 6000
Fredzricton, New Brunswick E3B
5H1

Tel : (506) 453-2873
Fax : (506) 453-3783

http://www.gov.nb.ca/edt/index.htm
Saskatchewan

Saskatchewan Economic and
Cooperative Development

6th Floor 1919 Saskatchewan
Drive
Regina, Saskatchewan S4P 3V7

Tel : (306) 787-2232
Fax : (306) 787-3989

http://www.gov.mb.cal/itt/trade/index.htmi http://www.gov.sk.ca/

Aberta

Aiberta Economic Development and
Tourism

10155-102n- St.
Edmonton, Aiberta T5J 4L6

Tel : (403) 427-4323
Fax : (403) 422-9127

hitp.//www.edt.gov.ab.ca/

Northwest Territories

Northwest Territories Department of
Economic Development and Tourism

P.O. Box 1320
Yellowknife, Northwest Territories
X1A 2L9

Tel : (403) 669-2377
Fax : (403) 873-0169

http://strategis.ic.gc.ca;. SG/ce01279e.htmi

British Columbia

British Columbia Trade
Development Corporation

Suite 730
999 Canada Place
Vancouver, B.C. V6C 3E1

Tel ; (504) 844-1900
Fax : (604) 660-2457

Yukon

Y ukon Economic Programs

Department of Economic
Development

P.O. Box 2703
Whitehorse, Yukon

Y1A 2C6

Tel : (403) 667-5466 or

800-661-0408
Fax : (403) 667-8601

1/28/99
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Atlantic Canada Opportunities Agency (ACOA)

Atlantic Canada companies seeking to develop export opportunities may be
eligible for assistance from the Atlantic Canada Opportunities Agency. The
ACOA Business Development Program provides support to businesses as
they look to expand existing markets through the development of Marketing
Plans. Efforts include monitoring trade opportunities arising from global
economic change, communications efforts to promote the region; trade
missions and associated activities, as well as better coordination with
federal and provincial bodies that infiuence trade and investment

opportunities.
ACOA Head Office

Blue Cross Centre
644 Main Street P.O. Box 6051
Moncton, New Brunswick E1C 9J8

Tel : 1-800-561-7862
Fax : (506) 851-7403

Home Page http://www.acoa.ca/

Western Economic Diversification Ca~cda (WD)

Wastern Economic Diversification Canada's mandate is to promote the
development and diversification of the economy of Western Canada and to
advance the interests of Western Canada in national economic policy.
Instead of praviding direct financial assistance to individual companies, WD
is seeking new innovative partnerships with both the public and private
sectors to address the information, business services and financing needs of
small and medium-size enterprises (SMEs). One such innovation is the
International Trade Personnel Program (ITTP), a pan-western initiative
developed to strengthen the export competitiveness of western Canadian
business in international markets. WO provides funding for eligible
organizations to hire recent post-secondary graduates for a specified period
(up to three years). The graduate will assist in and offer support to specific
projects that are part of the organization's overall international trade

development effort.

Manitoba

P.O. Box 777

Suite 712, The Cargil! Building
240 Graham Avenue
Winnipeg, Manitoba

R3C 2L4

(204) 983-0697
Toll-Free Number 1-800-561-5394

Alberta

Suite 1500, Canada Place
9700 Jasper Avenue
Edmonton, Alberta

T5J 4H7

http://strategis.ic.gc.ca/SSG/ce01279e.html

Saskatchewan
P.O. Box 2025
Suite 601, S.J. Cohen Building
119 4th Avenue South
Saskatoon, Saskatchewan
S7K 387

Phone : (306) 975-4373
Toll-Free Number 1-800-203-9041

British Columbia

P.O. Box 49276

Suite 1200, Bentall Tower 4
1055 Dunsmuir Street
Vancouver, British Columbia

1/28/99
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V7X 1L3

Phone : (403) 495-4164

Toll-Free Number 1-800-550-9558 Phone : (604) 666-6256
B.C. Toll-Free Number
1-800-663-2008

Trade Associations

Trade associations may be useful in providing timely informaticn on prcjects
and assist in the development of a project. Contact your local Industry
Canada regional office for a list of trade associations or sex the Strategis
site at "http://strateqis.ic.qc.ca/” and click on business informaticn by sector.
The following are examples of associations that may be of iviterest; the
Allilance ot Canadian Manufacturers and Exporters and the Association of
Consulting Engineers of Canada.

Alliance of Canadian Manrufacturers and Exporters

The Alliance of Canadian Manufacturers and Exporters, formerly known as
the Canadian Exporters Association, was founded in 1943 to promote
Canadian international business and to advance the interests of exporters.

The Alliance is an association of firms involved in international tiade and
investment. It provides a unique forum for those involved in international
business to pool their collective experience and work together to achieve
common goals

The Association’s ain's are :

+ to generate support for Canadian exports and
international business by emphasizing their role in
economic growth and employment;

« to provide information and assistance to its members
and to analyse and interpret developments affecting
international business and exports;

- to encourage governments in Canada to create and
maintain an environment conducive in sustaining
international business and export growth;

+ to promote and provide international business
education, development and training.

Alliance of Canadian Manufacturers and Exporters
99 Bank St., Suite 250

Ottawa, Ontario

K1P 6B9

Tel : (613) 238-8888
Fax : (813) 563-9218

Association of Consulting Engineers of Canada (ACEC)

ACEC Export Division

The Export Division promotes the global competitiveness of the industry. In
recent years, the ACEC has successfully established cooperation
agreements with several counterpart organizations internationally to
facilitate the creation of joint ventures and technology transfers between
Canadian and foreign consulting firms, including investments in BOT and

hitp://strategis.ic.gc.ca/SSG/ce01279e.html 1/28/99
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BOOT projects, and continues to work towards such collaborations for the
benefit of exporting consulting engineers.

Association of Consulting Englneers of Canada (ACEC)
Suite 616, 130 Albert St.

Ottawa, Ontario

K1P 5G4

Tel : (613) 236-0569
Fax : (613) 236-6193
Home Page hitp://www.acec.ca

US sources of Information

Expost Guide - [-Trade
http.//www .i-trade.com/dir01/exprtqul/

Rasic Guide to Exporting - US Department of Commerce
http.//iwww.i-trade.com/dirQ1/basicaul/

International Centre for Project Management G.P. (Centre
International G.P.)

The Centre International G.P. focuses to promote, coordinate and support
the training and exchange of information in the project management area
its ultimate goal is to foster the business development efforts of its
Canadian and foreign members.

Sessions on International Trade; conferences, symposiums, seminars.
Business, Government and University Co-op Programs and social events
are the main toois used by Centre International G.P. to attain it's goal.

Centre International G.P.

321, de la Commune street West, Suite 200
Montreal (Quebec)

H2Y 2F1

Tel. : (514) 848-6100
Fax : (514) 848-8992

E-mail : centregp(@aei.ca

Online Project Database / Newspapers and Journals / Networking / Local Agent of
Office / National & Intl. Aaencies / Trade Missions / Publicity / Unsolicited Project /
Export Assistance / Financial Institutions / Return to Sitemap

IB - Financial Institutions

International Financial Institutions (IFls)

Infrastructury development has largely been concentrated in the developing
world. In order to finance these projects, developing countries look to
International Financial Institutions, bilateral and internationsi aid agencies.

http://strategis.ic.gc.ca/SSG/ce01279e.html 1/28/99
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The most Important being the IFls.

Canada provides funds and has voting rights in six IFls :

the World Bank;
the [ntetAmerican Development Bank;
the Asian Development Banpk;

the African Development Bank;

the Caribbean Development Bank;

the European Bank for Recopstruction and Development.

iFls are financing an enormous portion of the developing world's
infrastructure requirements and firms from member countries are eligible to
participate In the bidding process. Usually projects are open to international
bidding and therefore requires careful planning.

IFl sponsored projects are usually carried out by the host country's
executing agency with IFI supervision. The executing agency for the most
part selects the firm that will implement the project. IF| sponsored projects
require a great deal of patience as It is important to get involved in the
development of the project as early as possible. A number of years can
pass before a project Is approved.

Once a project has been identified as an IFi-sponsored project, it is
necessary to find out at what stage of deveiopment the project is in. if it is
still in its early stages it is useful to visit the IF| headquarters and the
executing agency. It is also advisable to visit the appropriate Canadian
laison officer that will channei you to the proper person(s) in the IF| .

Making contacts and developing a rapport with the IFI and the executing
agency Is necessary. Certain requirements (l.e. registrations,
pre-qualification documents) may be required before the bid package can
be bought and so it is vital to be informed.

The importance of the financlal package is pivotal, especially for BOT
projects and variants. A good knowiedge of the selection criteria will glve
the bidder a good feel for what is required witl:‘n the bld. An example would
be a two-step bidding process like that used for the Buenos Aires water
concession. Three offers were considered technically feaslble, a separate
envelope contained the pricing of water based on the British K factor. The
consortium that charged the least won the contract.

Offices of Lialson with IFls (OLIFis)

Offices of Liaison with IFls (OLIFis) are located in the Canadian diplomatic
missions in the four iFl headquarter cities ~ namely, Washington for both
the World and Inter-American Banks; Abidjan for the African Development
Bank; Manila for the Asian Development Bank and Barbados for the
Caribbean Development Bank. For the European Bank for Reconstruction
and Development (EBRD), there is no OLIFI at the Canadian High
Commission in London, but one of the advisors to the Canadian Executive
Director provides comparable services.

OLIFI's services to Canadlan firms include :

http://strategis.ic.gc.ca/SSG/ce01279¢e.html 1/28/99
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+ providing information on the IFIs’ organization,
struclure, project cycle and procurement processes;

+ counselling on appropriete marketing approaches;

-+ facilitating the organization and delivery by Canadian
companies of technicai briefings to IF! officials;

+ Identifying contacts, opening doors and making
appointments;
and researching, tracking and disseminating project
information.

Generally, the OLIF!s are best placed to provide project information during
the stages of loan development, while Canadian missions in the borrowing

countrles themselves are best placed to report on the projects’
implementation status after board approval.

The following are the locations of the Canadian government ilaison
departments for IF|s.

Asian Development Bank Liaison Officer
P.O. Box 2168

Mukati Centrai Post Office, Makatl, Metro

Manila Philippines 1208

Tel . (011-632) 810-8861
Fax : (011-632) 810-1699

African Development Bank Liaison Officer
Canadian Embassy

23, rue Nogues, l.e Plateau 01 B.P. 4104

Abldjan, lvory Coast

Tel : (011-225) 21-26-09
Fax : (011-225) 22-05-30

Liaison Officer : Caribbean Development Bank
Commercial Division

Canadian High Commission

Bishop Courts Hiil, St. Michaels, Barbados

Tel : (809) 429-3550
Fax : (809) 437-8474

Office for Liaison : International Financial institutions

(OLIF1) IDB, Worid Bank
Canadian Embassy

501 Pennsylvania Ave. N.W.
Washington, D.C. 20001

Tel : (202) 682-7788
Fax : (202) 682-7789

European Bank for Reconstruction and Development
Office of the Executive

Director for Canada

One Exchange Square

http://strategis.ic.gc.ca/SSG/ce01279e . htmi
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London, EC2A 2EM
United Kingdom

Tel : 44-71-338-6507
Fax : 44-71-338-6062

Additional information on all IFis is available from :

Export Financing (TBF)

Department of Foreign Affairs and International Trade
125 Sussex Dr.

Ottawa, Ontario K1A 0G2

IFINET

United Nations Development Program

The United Nations Development Program (UNDP) provides technical
assistance to developing countries in kind, rather than in cash like the IFls.
It directly contracts and pays for the services of experts, buys equipment
and finances training. If your firm possesses speclalized technology in such
flelds as power production, agriculture, communications and housing, you
may wish to investigate contract possibilities.

Your best bet is to contact the United Nations Assoclation in Canada.
United Nations Assoclation in Canada

130 Slater Street, Suite 900
Ottawa, ON K1P 6E2

Fax: 613-583-2455
www.unac,org

United Nations Development Program (UNDP)
Permanent Mission of Canada to the United Nations

1 Dag Hammarskjold Plaza 888 2nd Avenue, 14th Floor
New York, N.Y. 10017

Tel : (212) 751-5600
Fax : (212) 486-1285

The Canadian International Development Agency (CIDA)

The Canadlan International Development Agency has three major

programs : The Bllateral Program, the Multllateral Program and the
Partnership Program to which the industrial Corporation Program (INC)
belongs. This iast program is the most relevant for private sector assistance.

CIDA administers most of Canada's ald programs in 140 developing
countries through bilateral assistance. CIDA can provide assistance in any
number of ways and In a number of different sectors. The theme of any
project must be that It will enhance the quallty of life in the target country
(I.e. bullding a school, curbing pollution, etc.) An important part of these
programs Is Impiemented by the private sector through consuitants,
contractors and suppliers. The Canadian International Development Agency
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(CIDA) has developed & new cont.acting process which improves access to
CIDA service contracts for Canadian suppliers. Eligibility criteria for doing
business with CIDA does not change.

Companies must be Canadian-owned (at least 51 percent beneficially
owned by Canadians) and based in Canada. Individuals must be Canadian
citizens or have permanent resident status. The standard approach will be
to invite suppliers, through the Open Bidding Service (OBS), to pre-qualify
for contracts.

The OBS Is an online service that can be found at

"hitp://www merx . cebra.com/” .

CIDA Home page http.//www. acdi-cida.gc.ca/

Online Project Database / Newspapers and Journals / Networking / Local Agent or
Office / National & Intl, Agencies / Tradle Misslons / Publicity / Unsolicited Project /
Export Assistance / Financial Institutions / Return to Sitemap
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g In identifying a project an

| evaluation should be done
simultaneously, the general

| considerations determine if a
further more complex evaluation
of the project is necessary In

B order to avoid unnecessary

|l expenditures and heartache the
Evaluation stage should have a
| developed set of cntena or
considerations

The distin .tion must be made
between projects that are

| tendered and those which can be identified and negotiated on a

| sole-source basis The distinction is important in terms of effort and
| cost ex pended at different stages in the project

E1 - General Considerations
Choosing your role

| Various roles are possible for firms interested in prnvatized

| infrastructure projects (BOT and vanants) The choice of role is the
single most important decision that is made, the wrong decision is likely
to result in abandonment and losses

., Vendor : The firm which at heart has no interest in being an owner, but
wants only to sell goods and/or services to the project company should
in most cases, not even get on the train. The challenge is to identify
approach and persuade the ultimate owner of the project to buy their
goods or services, whether they be tendered or are purchased on a
sole-source basis. It is a question of adapting marketing skills, formerly
focused on the public sector buyer to a new TYPE of client in the
private sector probably in an OECD country (even if the projectis in a
non-OECD country)

In some cases, more rare than sometimes imagined, the project owner
may require, for reasons having to do with a demonstration of
commitment or a need for equity, that a vendor have a token equity
position In such a case the vendor may want to stay on the train
possibly through the development stage

Developer : Some firms decide that they can best earn money from
BOT opportunities by identifying and developing projects to a point,
usually after pre-feasibility and before financial close, at which time
they can be sold for a combination of cash, retained interest and
contracts for the sale of goods and/or services

If this is your role then you will be in effect the "owner” of the project
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possibilities for a period of time and therefore be responsible for the
costs and risks incurred in bringing it to that point where it can be
offered for sale.

You should stay on the train, perhaps as late as the financial deal is
clased.

Natural Investor / Owner-Operator : Utilities and some large industrial
concerns are in the business of owning and operating infrastructure for
a profit.

In some cases, firms from other related fields (e.g.: contractors,
consulting engineers, consultants, manufacturers) may be interested in
expanding into such a role as a consortium or alone on a
project-by-project basis.

in these cases, the entity is normally the project spansar from an early
stage and may continue as owner for a considerable time after
comrnissioning.

Some of these firms may want to stay on the train throughout the whole
journey.

Various combinations of these roles are possible (i.e. : developer or
vendor who wants to negotiate a further interest in the project
company). However, this does not obviate the fact that each role
comes with specific objectives and its own discipline.

The project that you may want to undertake may be too large or have
too many components for your firm to handle. Do not get clouded by
your enthusiasr

Ask the question, "Can your firm complete this project successfully and
make money?".

Projects have various stages of development, you can be involved in
every stage or you can enter at a particular st ,4e. It is obviously
advantageous to identify a project at an early stage. The IFl's use a
simple system to show what stage of development they are at. Often it
is too late to enter into a project at the procurement stage as the

competition has been interacting with the decision-makers much earlier.

Check to see if you will be able to attract investment and be able to
insure your project. Contact the EDC and DFAIT and they will have the
information you require. The EDC maintains an investment profile for
every country and this can have a profound effect on whether
investment and insurance will either be available or costly.

It is important to know the competitian. This informatian may not be
readily available, so research will be necessary. Find out about the
lacal firms and who they may be affiliated with. Check to see who won
similar projects in the region or country.

Are there any significant language barriers? Putting together a proposal
and communicating with officials in China can be difficult if your firm
does not have the personnel with the appropnate language skiils. Of
course the personnel can be hired, but this may be expensive.

In many cases there are registrations required with the government,
chamber of Commerce and other organizations in order to bid on a
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project.

A network of key decision makers in both the public and private sector
is beneficial. Even though the bidding process may be ciearly defined,
this network will be particularly useful in negotiations and discussions.

An extended time frame because of delays, complications, and
negotiations can create strains on the budget. "Staying power" is
important and so the budget should be structured to be able to cope
with delays and other factors. The associated costs of project
development can be astronomical and is one of the most problematic
issues in infrastructure development today.

Most companies do not have the capability to chase projects
throughout the world. In order to focus, one has to ask various
questions regarding the country and the of project involved : Are they in
my strategic plan? The identified project may look viable, but is it within
my original strategy? If it is not then one of two things may happen,
proceed and adjust the focus of the plan or keep the focus of the
original plan and find another project.

General Considerations / Technical Considerations / Financial Considerations /
Political & Social Considerations / Export Assistance / Financial Institutions /
Return to Sitemap

E2 - Technical Considerations

Do you understand the scope of the project?

Have you had a site visit and met the key decision-maicers?
Do you have the appropriate technologies?

What are the environmental risks?

Does a feasibility study exist?

Is the project technically viable?

General Considerations / Technical Considerations / Financial Considerations /
Political & Social Considerations / Export Assistance / Financial {nstitutions /
Return to Sitemap

E3 - Financial Considerations

Infrastructure projects were once the domain of the public sector. As
privatization becomes more apparent, the levels of private sector
participation have become better defined. There are eight main options
for the private sector. These can be sub-divided into two groups :
Public ownership and private ownership. All BOT options are based on
some form of concession agreement.

Public ownership includes :
Service contracts

Management contracts

Lease arrangements

Engineer Procure Construct (EPC)
Design-build

Turn-key

http:/strategis.ic.gc.ca/SSG/ce01280e.htmi 1/28/99
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Private Ownership includes :

Build-Operate-Transfer (BOT) , or the numerous variations of this like
Build-Own-Operate-Transfer (BOOT)

Build-Own-Operate (BOO)

Joint ownership or mixed companies

Outright sale

What is the cost of the bid package?

The cost of the bid package may be so high that it is simply not worth
purchasing. One of the methods used by governments to get serious
bidders is to price bid packages very high. An example of this would be
the Buenos Aires water concession, the bid package cost $30,000
(USD).

Do a basic assessment of financing feasibility?

An assessment of financing feasibility would be using basic research
and knowledge to see if financing can be attained for the project.
Gauging the economic need, the political/security factors, the
regulatory backgroeund, and your experience in similar projects. These
factors should give you a basic idea of the difficulties in obtaining
adequate financing. A distinction must be made on whether the project
rnay be viable and whether the project can be financed.

General Consider~tions / Technical Considerations / Financial Considerations /
Political & Socia. -onsiderations / Export Assistance / Financial Institutions /
Return to Sitema

E4 - Political and Social Considerations

Do you have contacts?
Are you kriown in the region?

Do you have a temporary exclusivity accord? This accord usually
stipulates that for a given duration of time (the shortest possible for the
client - the longer possible for you) that the client accepts to work with
you on an exclusive base.

Is the project a government priority and when are the next elections?
Do you have the network to gain Canadian government support?

Does it reflect on Caneian foreign policy?

Development costs for the Evaluation Station ($)

There are many ways of paying for the development costs of the
Evaluation Station.

1. Own Resources or through a Consortium
2. PEMD - MDS (for information go to |A)

3. CIDA INC (for information go to |1A)

http://strategis.ic.gc.ca/SSG/ce01280e.html
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4. Provincial programs (for information go to |1A)
Nota Bene :
For more specific information, go below to :

Export Assistance
Financial Institutions

General Considerations / Technical Considerations / Financial Considerations /
Paolitical & Social Considerations / Export Assistance / Financial institutions /
Return to Sitemap

Export Assistance

Go To |dentification - Export Assistance

It may be useful to contact the Canadian Commercial Corporation

Go to Development - Export Assistance.

General Considerations / Technical Considerations / Financial Considerations /
Political & Social Considerations / Export Assistance / Financial Institutions /
Return to Sitemap

Financial Institutions

Export Development Corporation (EDC)

The Export Development Corporation (EDC) is a financial services
corporation dedicated to helping Canadian business compete and
succeed in foreign markets. EDC provides a wide range of flexible and
innovative financial solutions to exporters across Canada and their
customers around the world. For more than 50 years, the corporation's
risk management services including insurance, financing and
guarantees have become an integral part of the export strategies of
many large and small Canadian companies.

Contact the EDC to find out if the project is financially viable from their
point of view. Each country has an Economic and Credit Summary that
shows EDC's experiences, attitudes, risk indicators and other issues.
These are also available online at their site, but it is best to contact an
EDC representative in your area. (see FB for program information)

Contact EDC

151 O'Connor Street
Ottawa, Ontario
Canada K1A 1K3
Tel. : (613) 598-2500
Fax : (613) 237-2690
http://www.edc.ca/

Other Institutions

It may be useful to visit some commercial banks (Canadian and
foreign) and other relevant organizations to ensure that financing will be

available -Financial - Financial |nstitutions,

http://strategis.ic.gc.ca/SSG/ce01280e.html 1/28/99
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I Proceeding to develop a project
can be both costly and time

| consuming. Up until the
evaluation station not much in the
way of resources has heen
allocated. The development
stage will require much more
effort and more importantly
money. A careful and calculated
approach must be undertaken as
to avoid unnecessary
expenditures

nm%??'"m

Assembiing a team, a winning team is no easy task. It should be a
process of careful selection but in many cases there is little thought put
into the whole process. The way it is usually done is by direct invitation
to personal friends or

acquaintances working with known companies in the same country or in
the same kind of business

o

This is not necessarily the wrong way of assembling a team._ In many
ways, it makes sense because of many different reasons

HaAAA a8

*  You usually know the people quite well

*  You know their companies or products because
either you are familiar with them or they have
given you information on their company,

*  You are aware of their level of involvement in the
host country,

»  They keep you informed on their involvement
within the host country and their connections
within the government

But one must not forget one fundamental thing : you are going to be
associated with these people or companies throughout all of the future
steps of the project which may be longer and more expensive than
originally anticipated. It is important that more thought be put into the
development of a team

As discussed in the evaluation station, the importance of choosing your
role is critical in the development of the project and perhaps you should
make sure that you are prepared to make the commitment based on
this rcle

You can choose to proceed on your own (an internal team) or join

http.//strategis.ic.gc.ca/SSG/ce01281e html 1/28/99
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forces with other companies or individuals that will complement
weaknesses or give you a better chance of winning the project (it is
more and more common that the operator is the key member in
infrastructure projects. Having a high-profile and capable operator can
give your team added credibility and will enhance your chances to win).

If it is decided to join forces, certain considerations must be taken into
account.

How much financial resources will be necessary in the development
phase?

How much financiat resources can be allocated in the development
phase?

Do you excel in this TYPE of project and what areas need assistance or
expertise?

Is an operator necessary?

Is a financial arranger necessary? (In most cases a financier is not
needed as an associate, but a member of the team should have good
contacts with financia!l specialists and should keep them informed on
the development of the project so that the project does not come as a
surprise to them when it comes time to do the financial structiiring.)

What companies have compiementary technologies on the market?
What experience does the company have in international markets? !f
experience is lacking can it be compensated for by technology or price?

Can they allocate the necessary resources, particularly capital, to be
able to pay their way through the long and costly process of developing
a project and if yes will they share the goals or roles =~ "=ad at the

beginning of the process? (Will we be able to share amon interest
even though we might not have the same corporat sion?)

Can we work with their representative? (a personal ..important
question)

Of course other factors can be considered to put fogether a good team.
The importance of creating a good team makes it critical that every
consideration be kept in mind.

As soon as a team is established, it is important that a Memorandum of
Understanding (MOU), Letter of Intent (LO!) or a contractual
agreement, be signed between all partners in which the following will be
mentioned :

» the project;

» the accepted joint purpose of the team,

« the tasks, responsibilities and risks assumed by
each member,

+ the percentage of the consortium or company held
by each mernber;

+ the forecasted budget for the development of the
project and how and when will the necessary funds
be forwarded;

« the length of the agreement;

+ a confidentiality agreement.

http://strategis.ic.gc.ca/SSG/ce01281e.htmi 1/28/99
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Assemble Team / Tender Package (wifeasibility study) / Tender Package
(w/o feasibility Study) / Prepare Bid / Prepare For Negotiations / Export
Assistance / Financial Institutions /

Returnlo Sitemap

D2 - Tender Package Which Includes a
Feasibility Study

in e case of a government or private project that is going to tender, a
foeasibility study should be existing. It is standard procedure that it be
included in the tender documents as it is a must to attract investment.
The feasibiiity study should thus be in the tender package. So you will
have to buy the tender package. Read the feasibility study carefully. Is
it well done? Are there any flaws? A feasibility study should give you
the feeiing that your investment can be recouped. !t is important that
you resolve any issues that may be unclear in the feasibility study.

Assemble Team / Tender ackage (w/feasibility study) / Tender Package
(wlo feasibility Study) / Prepare Bid / Prepare For Negotiations / Export
Assistance / Financial Institutions /

Return to Sitemap

D3 - Tender Package Which Does Not
Include a Feasibility Study

A project that you have developed on a sole-source basis may not have
a feasibility study; this may also be the case for a project for tender. In
this case, a feasibility study will have to be conducted. |f the project is
being developed on a sole-source basis then an MOU or LO! should be
obtained from the sponsor before funds are committed to an extensive
and expensive feasibility study. The first step in doing this is to develop
a preliminary proposa! for both the study and the project. The
preliminary proposal should include pre-investment studies, preliminary
plans, a basic environmental assessment and the preliminary financial
structure.

The preliminary proposal should be revised through negotiation and
upon agreement the detailed feasibility study and an environmental
assessment should begin.

Assemble Team / Tender Package (wi/feasibility study) / Tender Package
(w/o feasibility Study) / Prepare Bid / Prepare For Negotiations / Export
Assistance / Financial Institutions /

Return to Sitemap

D4- Prepare Bid / Prepare for Negotiations

The follow”  .re some points that should be considered in your bid
package .

« History and business of sponsors, including
financial information.
+ Proposed management arrangements and names

http://strategis.ic.gc.ca/SSG/¢e01281e.htmi 1/28/99
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and curricula vitae of managers.

+ Description of technical arrangements and other
external assistance (management, production,
marketing, finance, etc.).

« Check and confirm engineering design. Look for
alternatives.

» Suppliers of equipment and sub-contractors. Get
exclusivity agreement for sorne of the suppliers to
avoid competitive bids.

+ Availability of manpower and of infrastructure
facilities (transport and communications, power,
water, etc.).

+ Breakdown of projected operating costs by major
categories of expenditures.

Source, cast, and quality of raw material supply
and relations with the suppliers.

« Import restrictions on required raw materials.

« Proposed plant location in relation to suppliers,
markets, infrastructure and manpower.

»  Proposed plant size in comparison with other
known plants.

» Potentiai environmental issues and how these
issues are addressed.

+ A detailed market study.

« Establish bottom line (the iowest price you can
accept and make a profit).

« Develop investment program.

« Develop pricing strategy.

+ Obtain performance bonds.

+ Obtain a bid bond.

» In-depth verification of operation costs.

« |dentify your construction methods.

» Timetable envisaged for project preparation and
completion.

Financial points
Estimate of total project cost, broken down into land, construction,
installed equipment, and working capital, indicating foreign exchange

component.

Proposed financial structure of venture, indicating ex pected sources
and terms of equity and debt financing.

Projected financial statement, cash flow forecast. information on
profitability and return on investment. Verified critical factors

determining profitability, financial provisions or reserves for cost
overruns.

~egal points

Are there alternative dispute mechanisms (arbitration-mediation).
Check regulations regarding the setting of appropriate pricing strategies.
What is the policy on competing infrastructure providers.

Outline of government regulations on exchange controls and conditions
of capital entry and repatriation.

http://strategis.ic.gc.ca/SSG/ce01281e.html 1/28/99
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Assemble Team / Tender Package {w/feasibility study) / Tender Package
(wlo feasibility Study) / Prepare Bid / Prepare Fotr Neqotiations / Expor:
Assistance / Financial |nstitutions /

Return to Sitemap

D5 - Prepare for Negotiations

Intra-Consortium Negotlations

If the project is won, the participants roies and responsibliities wiil have
to be defined within the organization to form the “project company"”.

Concession Agreement

it Is cruclal that the maln terms of the concession agreement are
avallable and understood before the bid. A concesslon agreement
varies on a project-by-project basis and wili be negotiated upon winning
the bid. The concesslon agreement wiil outiine aspects such as
extension of the operating period, termination provisions and dispute
mechanisms.

Development costs for the Development Statlon

There are many ways of paying for the development costs of the
Deveiopment Station

1. Own resources or through a Consortium

2. CIDA INC (for information go to DA)

3. PEMD - Capltal Projects Bidding (for information go to
DA)

4, Provincial programs (for information go to 1A)

5. FInancial Institutions (banks) for a loan or line of credit.

Nota Bene :

For more specific Information go to :

Export Assistance
Einancial Institutions

Assemble Team / Tender Packeye easibllity study) / Tender Package
(w/o_teasibility Study) / Prepare Bid / Prepara For Negqotiations / Export.
Assistance / Financial Instituticns /
Return to Sitemap

DA - Development - Export Assistance

Canadian Government - Program For Export Market
Development (PEMD)

http://strategis.ic.gc.ca/SSG/ce01281e.html
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Capital Projects Bidding

This program Is designed to assist Canadian engineering, construction,
architecture and management consulting firms in preparing a proposal,
against internationai competition, for major capital projects outside
Canada. The bid value to the applicant must be greater than $1 miilion
and the PEMD contribution is a minimum of $5,000 and a maximum of
$50,000. Preferences will be given to companies with annual sales
greater than $250,000 and less than $10,000,000 and/or with less than
one hundred employees for a firm in the manufacturing sector and fifty
in the service industry.

PEMD Handbook online at
hitp:.//www.Infoex port.ac.ca/section2/export_menu-e asp

Contact your Local internationai Trade Centre. -- See (ldentification -
Export Assistance)

Canadian International Development Agency (CIDA)
Industrial Cooperation Program (INC)

CIDA can help secure a capital project by co-financing the preliminary
study or a more detailed viability study. To qualify for the program, a
project proposal must inciude social, economic, and industrial benefits
for both the developing country and Canada. Eligible organizations
must demonstrate that they have the human, technical, and financial
resources as well as the skills and experience needed to carry out the
project.

Capital Project Preliminary Study

This supports the preliminary analysis of capital projects in a
developing country where it has been determined that reasonable
opportunities exist to finance such a project. CIDA INC offers up to
$350,000 to implement this type of study.

Capital Project Detailed Study

This program supports the detaiied analysis of a capital project where
the reciplent country or organization has conflrmed its interest in
implementing the project, and where specific sources of financing have
been confirmad. CiDA INC offers up to $500,000 to implement such a
study. In addition, CiDA INC is able to provide Capital Project Support
to increase the positive impact of a capltal project on development by
absorbing certain costs relating to technology transfer, once the
participation of the Canadlan company is formahzed.

Contact CIDA

The Industrial Cooperation Division
Canadian International Development Agency
200, Promenade du ’ortage
Hull, Quebec K1A 0G4
Tel : (819) 997-5006
Fax : (819) 953-6088

ttp;/ cdi-cida.gc.ca/
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Canadian Commercial Corporation (CCC)

Since 1846, the Canadian Commercial Corpaoration (CCC), a Crown
Corporation, has helped thousands of Canadian suppliers make export
sales. CCC acts as a prime contractor, guaranteeing performance to
the foreign customer and matching that obligation through a domestic
contract with the Canadian supplier. The mechanism recognizes that,
where Canadlan suppliers are less well-known, a foreign government
purchaser may need some reassurance or endorsement from the
Government of Canada. CCC is a trade faclilitator and can help at
virtually any stage of an export sale. CCC can be of assistance to the
Canadian suppller In some of the following ways :

assisting in bid preparation,;

« assisting In contract negotiations;

« CCC's participation in a deal can eliminate or
reduce bonding requirements;

+ offering advantageous payment terms to smal
businesses;

+ collecting foreign accounts receivable and paying
suppliers:

+ assisting exporters in accessing pre-shipment
financing through commercial banks.

« CCC will review transactions in virtually any sector
to determine whether it can participate in that
transaction.

Contact CCC

50 O'Connor Street, 11th Floor
Ottawa, Ontario K1A 0S6

Tel : (613) 896-0034

Fax : (613) 995-2121

http:.//www.ccc.cal

Assemble Team / Tender Packaqge {w/teasibility study) / Tender Package
{wio feasibility Study) / Prepare Bid / Prepare For Neqgotiations / Export
Assistance / Financiat Institutions /

Return to Sitemap

DB - Development - Financial Institutions

Since all the information related to DB - Development Is the same as
the one fund in FB, we refer to FB so as not to be repetitive.

- See Fipapcial - Financial |nstitution
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Introduction

The financing phase of the project
cycle is often quite complex The
inherent nsks, the size, and
long-term nature of infrastructure
projects can make it very difficult to
create and implement an effective ““
financial structure Canadian mm
companies face some obvious H" ——
| challenges (1) The relative lack of
i Canadian domestic expenence in
privatized infrastructure means that
there are few natural investors in the Canadian pnvate sector (2) The

| small to medium of most interested companies (consulting engineers
manufacturers, contractors) means that equity will probably have to be
sourced from many sources therefore resulting in the difficult task of
constructing multi-disciplinary consortium (3) Canadian BOT sponsors do
not have the advantage of being able to "1rn to an array of aggressive
Canadian financial institutions for the deut portion of the project. with the
result that developers must often resort to foreign financial sources for the

most difficult parts of the financial package

The following steps outline the most important aspects in structuring a
good financial package Each project has a different dynamic and requires
considerable analysis to get things nght The section 1s based on the
limited-recourse model of project finance, the charactenstic form lor
privatized infrastructure projects In a typical imited-resource financing
evidence of adequate equity I1s necessary before lenders will commit to
financing the construction phase Lenders will require certain important
guarantees, principally from the sponsors, until project commissioning
Many of these guarantee requirements may fall away when project
revenues meet certain predetermined tests, leaving the lenders with real
exposure to commercial nsk A refinancing of bank debt for lower rates
and/or longer terms may be attempted when revenue stability is well
demonstrated

F1- Hiring A Quaiified Financial Adviser /
Arranger

It is crucial that you receive competent and timely advice and assistance
when it comes to analysing the financial feasibility of a BOT project, to
structuring the financial package and to sourcing the required funds (debt
& equity) Firms with an in-house project financing department may have
to go outside for some parts of the expertise needed However, firms
without such a department, or whose financing expernence is limited to
offshore projects financed on the basis of sovereign guarantees or robust
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corporate balance sheets, should not hesitate to seek expert outside
assistance. A financial adviser can be usefu! at various stages : at the
evaluation stage, to help determine whether the project is financeable; at
the development stage, both to ensure that the financial analysis is
prepared in such a way as to be useful in a subsequent financing
solicitation and also to assist in the initial stages of structuring ; during the
financial structuring and sourcing stages, leading to financial close.Various
forms of remuneration can be negotiated with financial specialists,
including time fees, success fees or a mixture, the first and last being the
most common. Your contract with your adviser should include a fees cap
and a means of regularly reviewing progress towards targets.

Hiring A Qualified Financial Adviser / Corporate Structuring / Financlal StructureRisk
Management / Security Packaqge / Sourcina Equity & Debt / Finangcial Institutions /.
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F2 - Corporate Structuring

A privatized infrastructure project is normally owned by a special purpose
company, sometimes established off-shore, formed for the sole purpose of
that particular project (and possibly for others like it, in the same
jurisdiction). This is commonly referred to as the "project company” or the
"BOT company”. The preference for this approach has developed out of a
desire to limit the financial exposure of investors to the significant
commercial, political and legal risks that often attend such projects carried
out in foreign jurisdictions.

The project company can help insulate the investors’ own balance sheets
from project risk and, in some cases, make negotiations with the host
government a more manageable affair. On the other hand, the “cold start”
non-recourse nature of a project company usually means that the raising of
debt is likely to be a difficult and relatively expensive matter.

There are two critical areas in putting together the "special purpose”
company:

Organization and Capital Structure
Management and Control

Organization and Capital Structure

The legal form for the company needs to be defined. Different factors may
apply in the development of the organization. This can be dependent on
what the local law, investors and lenders are likely to accept as well as
some Important liability issues. One of the strongest influences on the
nature of the incorporation is likely to turn on the question of project
sponsorship. In cases where a single entity (say a utility or other natural
investor) controls the project company, the corporate form will reflect the
preferences and judgments of that entity. In cases where there is no
majority sharehoider, where controi is shared through the stitching together
of the interests of a variety of equity investors, the corporate structure,
particularly as it is represented in the shareholders’ agreement, will reflect
a balancing of a wide variety of interests.

In light of differing fiscal regimes, registration of the project company may
be in another jurisdiction.

Project finance deals dr. -~ capital from equity (permanent capital), debt
(temporary capital) or qua: «-juity. The mix and terms of these forms of
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financing will determine the cost of capital to the project. The capital
structure is commonly expressed in terms of the relative amounts of debt
and equity (debt / equity ratio) as well as of the particular characteristics
demonstrated by each of these sources.

Investors will normally prefer a high debt / equity ratio, thereby maximizing
returns. The most important factors in determining the amount of debt that
a project can reasonably carry are (i) the ability of the projected cash flow
to handle debt service and (ji) the attitude of the lenders.

By nature, lenders seek to be relatively risk averse. Given the political,
tegal, commercial and other risks often perceived by to-be-lenders in
non-OECD markets, high levels of equity are often stipulated as a sine qua
non of lending. Also, host governments, which sign the cencession
agreements, may set minimum equity requirements in order to weed out
weak contenders. A power project that may be feasible at 15 % of equity in
the USA may require 40-50 % equity in certain non-OECD countries.

The following list, based on an article by Vives and Beato, 1996, may be
helpful in helping to determine the debt / equity ratio :

Cash Flow Level and Variability : Because the debt must be serviced first
to avoid default, the more variable the cash flow of a project the less debt
can be carried. For example, a power project that has a guaranteed price
and output contract with a public utility can carry more debt than a project
selling to a spot market where both price and demand fluctuate. As well,
the correlation among inflows or outflows will influence the amount of debt
a project can support.

Debt Maturity and Cost : Although total interest payments are greater for
long-term debt, yearly amortization payments are lower than for a similar
amount of short-term debt. As projects, tend to build up cash flow slowly, it
is crucial for debt to be long term anid have a grace period, especially
during the construction phase.

Availability of Risk Hedges : If a project can hedge some of the risks
(reduce the variability or the harmful correlations), it may increase the
level of yebt it can carry. For instance, guaranteed input prices, forward
sales of output, or currency swaps ( to make all flows denominated in the
same currency), or interest rate swaps (to convert floating into fixed), will
increase the debt capacity of a project by lowering risk.

At a recent IDB Round Table for [nnovative Financing, the experts gave
some necessary preconditions before they were to invest in a project.
Some of these are :

A viable organization and capital structure for the "special-purpose”
company that will be solely responsible for the project’'s debt repayment,
and an operating climate of predictability, transparency, and enforcement
of host country legal and regulatory structures governing its performance.

The ability of private investors to provide independent management and
contiol of the project, and to work out acceptable agreements with host
country governments that can affect project profitability, such as locally
sourced procurement contracts and taxation.

Provisior of adequate exit mechanisms for sponsor equity via future public
offerings on local capital markets, sale to third parties, or other means.
(Wright, Directory of Innovative Financing summary : Financier 1996)
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Sources of equity can be found at FS.

Management and Control
Private and puolic sector relationship

Projects of privatized infrastructure are realized through private sector
types of corporate vehicles, but in the end must, by definition, serve
important public sector requirements (e.g. : quality and quantity of water
supply, extent of distribution, imits to tariffs, etc.). Hence the importance
of describing very clearly the basis cf the relationship in the Concession
Agreement. A number of different issues should be anticipated in that
agreement, such as the effects of eventual changes in iaw during the
concession period (corporate tax, ownership rules, withholding tax, etc.).
An agreement might be made, for instancs, that laws at the
commencement of the project must be kept in place until project
completion. Another important aspect may be a requirement that the public
sector buy-out the private sector participants if the public sector does not
respect its obligations. Such a buy-out would be defined under some type
of agreed formuila,

Private partnership issues

The "special-purpose” company needs to outline the management and
control mechanisms in the development of the project. The participants in
the venture should outline the issues that are deemed important enough to
require agreement by all the patticipants. These issues, normally dealt
within the Shareholders’ Agreement, might be the hiring of a new CEO or
the inclusion of a new partner. it should aiso develop a method to deal with
the control of the company like quorum at meetings, shareholder rights,
voting and so on.

Dispute Resolution

It is extremely important that adequate dispute resolution mechanisms are
in piace. An "exit strategy” is a very important feature in any joint-venture
organization. There are different types of strategies that could be used like
the "buy-sell” or the "put-call" agreements.

The buy-sell agreement is often a "shot-gun" system whereby a partner
can offer to buy another partners share for a certain price; the partner may
agree and sel! the shares or refuse and have to buy the offeror's shares.

The put-call agieement is used when a partner is in defauit. The other
partners then have the right to purchase the defaulting partner shares or
have the defaulting party buy their shares.

In the case of a default on obligations set out in a contract with either the
public sector or within the joint-venture, an agreement should be set out to
use a neutral arbitrator.

Operations Phase

Given the importance of the operations phase for the lenders (their
repayments depend on successful operation) it will be important to foresee

how the plant will be operated and by whom.

Controlling investors (e.g. : utilities or major corporations) will take this
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decision themselves and may even be the operator. In the case of joint
venture projects without a majority or controlling sharehoider, the decision
may be a complex one.

Hiring A Qualified Financial Adviser / Corporate Structuring / Financial StructureRisk
Management / Security Package / Sourcing Equity & Debt / Financial Institutions /_
Back to Sitemap

F3 - Financiat Structure

Reference has aiready been made ("Orgaiization & Capital Structure”) to
the debt / equity ratio and some of the issues that arise in capitalizing the
project.

A project company starts out as a small entity, virtual®* without assets. It is
a company “"waiting to happen”. Within a short period, and long before it Is
in a position to earn revenues, it will acquire significant assets and
iiabilities.

The financial structure, comprising equity & debt in a workable
combination, is built in stages. It is to be expected that the equity providers
should demonstrate their commitment and financial capability by being the
first to put funds into the project company. This equity step will first be
taken by the sponsors putting up "new money". Third party or arm’'s length
investors will come a little later.

Assuming a "good” project in a "good” country, the difficulty of raising
equity will depend very much on the financial and technical credibility of
the sponsors in relation to the size and inherent riskiness of the project at
hand. Generally speaking, one finds that equity is relatively easy to come
by in cases where the sponsor is a natural investor ( utility or large
corporation) willing to put up enough equity to control the project. It is very
much more difficult to raise in cases where a number of smaller companies
has been stitched together such that no one firm is able to assure control
through equity. In both cases, fong term project debt tends to be the most
difficult type of financing to raise.

Lenders will not commit until it becomes clear either that sufficient equity is
spoken for cr that the committed equity of the sponsors will certainly be
completed by outside sources. It is the equity which, amongst other things,
which gives the necessary comfort to the solicited lenders.

In constricting such a financial structure, the attraction of early equity or
debt commitments from {Fl's or ECA's can accelerate and sometimes even
create conditions of confidence under which commescial lenders can be
attracted.

Given the expsctations of investors, the demands of lenders and the
considerable political and commercial (and sometimes market) risks
involved in privatized infrastructure projects, the anticipated Internal Rate
of Return (pre-finance, after tax) must be sufficiently attractive to permit
the project to move on to financing. Whereas in the USA such a project
may require an anticipated project internal rate of return (IRR) of, say, 15
%, the necessary figure for a project in a non-QECD country is likely to be
over 20 % and perhaps as high as 25 or 30 % or more..

It is useful to view the financing in two distinct stages.
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Construction Phase

The financing of the project is partly based on estimates of construction
cost. Estimates can go wrong. Both equity and borrowing requirements
should take this into account through what amount to "stand by"
arrangements.

Lenders and project sponsors will have to agree on the rhythm at which
their respective funds are put into the project. Normally, a significant
amount of equity will be advanced, after which debt and remaining equity
will go in at roughly similar rates.

The sources of debt and equity are considered in Station F. Suffice it to
say here that construction period debt is more likely to come from official
and commercial lenders rather than from the market. Commercial lenders
(i.e. : banks) are more likely to proceed if official lenders have declared
their interest. Sometimes the combination permits the enhancement of the
commercial debt; sometimes it merely provides the necessary "comfort” to
the commercial lenders.

Lending to the construction pericd will usually comprise a grace period
approximately equal to the period up to commissicning and a term that
goes beyond predicted pay-back (although there are limits to how far a
commercial bank will go, often about 8-10 years all-in).

Operational Phase

It may be possibie to refinance some or all of the commercial bank debt
with a longer term bond issue (either local or offshore or both). This has
the advantage of spreading out the amortization period and increasing
returns to shareholders. There are a number of examples that can be
drawn upon like the $172 million Centragas bond issue in Colombia with a
15 year maturity or the $60 million Ocensa pipeline project also in
Colombia. The difficulty with bond issues is that they require an investment
rating for the country and the project and typically, numerous risk
mitigation instruments are necessary. Without an investment grade rating
from a reputable rating agency such as Standard & Poor's or Moody's,
pension funds, insurance companies and other institutional investors are
reluctant to put their money at risk.

Exit Strategy

One important step in the financiai structuring process is to foresee means
by which investors, according to their inclinations, may be able to sell their
holdings in the project company.

The approach may differ according to whether or not project ownership is
to be remitted to the host government at the end of a concession period. In
such cases, it is unlikely that investors can envisage capital gains : all
satisfaction will have to be found in annuai returns on the investment.

This issue, broadly defined as the project's liquidity, may be viewed quite
differently by different players. Owner-operators may have the intention of
staying in the project company, their original purpose being profits from
operation. Other sponsor-investors, with a minority position, may wish to
sell their shares some time after the project company is up and running.
Third party investors will undoubtedly insist from the beginning that they be
able to sell at any point after "x". If there are any plans to "take the project
public” at any point after commissioning, the capital structure will have to
anticipate the means of doing so.
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F4 - Risk Management / Security Package

Project risks are numerous and will be experienced and addressed in
different ways by different players. In the context of this exercise, it will be
useful to recognize three categories of risk takers

» The project owners (where the risks will be different
for sponsors on the one hand and third party investors
on the other). The period of risk lasts as long as the
wnvestor is still in the project company;

+ Suppliers to the project company (i.e.: vendors of
goods and services whose risk penod is tied to their
payment terms);

+ Lenders to the project company , whose period at
risk is defined by the loan terms. The nature of the
risks is contained in the loan agreement. The
collection of means taken by the project company to
meet the security requirement is usually called the
"security package".

From another perspective, risks are commercial, financial, technical
(including construction and operation), political and force majeure.

From yet another vantage point, risks can be classified according to the
project period during which they may occur (development phase,
construction phase, commissioning phase, operation phase).

The identification of the various risks and the steps available to avoid or
control them are the - bject of financial risk management.

In many cases it will be advisable to retain financial-cum-risk management
advisors to assist you in this aspect of a project's conception, development
and realization. Under-protection against risks can break the project;
over-zealous protection may erode the potential for profit.

In terms of this chapter's focus on financial engineering, it may be useful to
list a few financiai risks, by way of example :

- foreign exchange risk (convertibility, rate of
conversion, devaluation, transferability);

« interest rate risk (on loan repayment);

+ liquidity risk (the risk that there may be no market into
which investors or lenders may sell their project
position).

« completion risk, which gives rise to the need for
standby finance and potential extra costs

Project sponsors, whether they be owner-operators or equity investors with
an intent in selling to the project, will have to mitigate against a wide
variety of risks (construction risks, cost overruns, various political and
commercial risks, etc.) in order to better secure the lenders whose
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conditions they are seeking to meet.

Of all such risks, completion risk is potentially the most devastating to the
greatest number of players. Lenders, particularly, and to a lesser extent the
host government will require significant undertakings on the part of the
sponsors to reduce this risk. It will be necessary to raise stand-by
financing, in excess of predicted project cost, in the form of both equity
and debt; a series of insurance coverages will be required; performance
bonds and completion guarantees will have to be obtained from the
turnkey contractors; the concession agreement will have to provide either
for take-or-pay arrangements or demonstrate how rmarket risk is to be
mitigated; reserve and/or escrow accounts which capture certain amounts
of project revenues will be required from the moment revenues begin to
arrive, even if this occurs before full commissioning.

Insurance

Although insurance cannot create the blanket protection from risk that
many project developers seem to feel it should, it is an essential part of
any BOT project.

Insurance products are available to various players :

May be able to cover certain political risks that might threaten
their equity.

Can seek coverage against a wide range of risks, from bid
bonds, through pre- shipment insurance, to confiscation risk,
performance bonds, the risk of non-payment 2id certain
foreign exchange risks.

Can apply in some cases for third party coverage (insurance or
Lenders guarantees against political risks affecting loan repayment
prospects).

Investors

Exporters

In the past, medium and long term risks could be covered only by ECA's
and certain |FI's. Shorter term coverage (under 18 or 12 months) has long
been available from both £ECA's and private markets. Increasingly the
private market is developing capacity for certain longer term risks.

Your financial adviser or broker will be able to help you decide to which
market you should go for your project or, indeed, whether you should have
them compete against each other. Premia are not the only important factor
. extent of coverage and waiting period for payment of claims are
examples of other important factors to be taken into account.

Potential sources of transaction insurance and guarantees :

IFl's Particularly MIGA, IBRD, IFC and EBRD.
Short, medium and long term

ECA's Bonds (bid, performance, etc.); equity investment;
confiscation; payment, etc
Private London and New York are the most important markets,

though the partial privatization of certain ECA insurance
services is creating opportunities elsewhere.

They do not insure but they can help you test the market

sector insurers

bsrg)::::hzed and negotiate your deal. Some brokers are more
independent than others.
A fairly recent development - There are independent
Risk advisers (not brokers) who charge fees for advice on risk
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Managers identification and coverage. To some extent these services
can be provided by your financial adviser.

Hiring A Qualified Financial Adviser / Corporate Structuring / Financial StructureRisk
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F5 - Sourcing Equity And Debt

A project needs a leader, either alone or through joint-venture. Leadership
in a private sector vehicle equates tc - .tright ownership or the control of a
majority of the equity. Project sponsuis, will have to resort to their own
resources for the equity injections required by their position of authority.
Depending on the project, there may also be investors who come in either
for the anticipated returns or for a combination of purposes, including the
possibility of being suppliers to the project. Such investors may provide
either pure equity or quasi-equity financing such as subordinated loans
(with an equity kicker).

Assuming the leadership group contributes 51 % of the equity, this would
leave up to 49 % of the equity and 100 % of the debt to be found outside
the sponsorship group. in a $100 million project where the debt / equity
ratio is 65 / 35, this means that equity in the amount of $17 million
(approx.) and $65 million of debt will have to be raised externally.

Where can these be found?

Assuming a "good project” in a "good country" and sponsored by
technicaily and financiaily credible promoters, a variety of sources can be
approached. In every case, the quality of the project and its sponsors will
have to come through in the presentations which, preferably, shouid be
couched in conservative terms.

Potential Sources of Equity

Suppliers - as long as their conditions do not displease other investors or
the ienders;

IFl's - (e.g. : IFC) Note : there are limits to amounts and percentage of
equity availabie from such sources;

ECA's - (e.g. : EDC) Note : this is a relatively new source and should
probably not be approached until much of the equity is spoken for;

Institutional Investors (e.g.: infrastructures funds, merchant banks,
insurance companies, pension funds, corporations). Note: With few
exceptions, smaller projects (less than $45 million CAN) are not of interest
to these sources;

Capital Markets (big projects and even then, still a long shot);

Scources in the host country - (e.g. : local markets, private placements,
certain government-owned corporations financial institutions).

In any case, equity is not easy to find. Laborious work is required in the
development station of the project to attract and convince possibie equity
partners. In Canada, where sponsors are not always large size companies,
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innovative ways have to be invented to help provide equity.
Potential Sources of Debt

IFI's - Note :verify what bidding, procurement and other conditions may
accompany their intarests;,

ECA's - Note : project debt is most likely in cases of very strong
sponsorship;

Commercial banks - Note : Banks will, in many cases, seek to tie
themselves in with an ECA, usually through counter guarantees. This is
theoretically possible but in practice difficuit to achieve with the EDC which
prefers to act as a direct lender;

Local banks and local regional financial/development institutions - For
jocal currency. Note : in many non-OECD countries, what is known as
project fending may in fact amount to lending to a "name and reputation” -
in such cases you wili need a credible local partner with clout.

Institutional Investors {(domestic and foreign) - For example, in Chili and
Peru, pension funds ar2 prapared to participate in project lending. In the
USA and Canada, certain insurance companies, pension funds or
infrastructure fui.ds may be approached.

DEVELOPMENT COSTS FOR THE FINANCIAL STATION ($)

Not too many sources of money exist for paying through this station. In fact
except for one's own resources we know of only three:

+ The principal source of funds to bring a project to
financial close is the sponsorship group's own
resources. Being part of the development stage,
financial structuring and sourcing are risky affairs and
therefore create the potential for high returns ( as
compared to those that can be reasonably be sought
by later investors).

- Although the large part of the necessary funds must
invariably come from the sponsor's own resources,
there are nevertheless some sources of financial
suprort that are potentially available as part of the
development stage. See financing of development
station - DB,

- In Guebec two programs exist :

The first one is "Soutien Au Finencement des
Projets d'immobilisation I'itranger (SAFPIE)",
the goal is to support exporting companies for
capital projects abroad. The use of financing
techniques under a limited recourse model has
modified the responsibilities of the project
developers. Quebec companies who now have
little experience in this field and who face
resource problems, particularly in the Financial
Structuring and Sourcing and Negotiation
Stations with financial institutions, can get
financial support through SAFPIE in order to
solve these crucial stations for the
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Nota Bene :

development of a project.

To have more information on the SAFPIE
program contact the "Ministre de I'Industrie,
Commerce, Science et Technologie” whose

address In listed in JA "Provincial Government".

The second one, Infradev International Inc. is
hardly off the shelf. it is not really a program
but a fund of 20 M$ with a 10 year ilfe. Limited
partners such as Capital international CDPQ
Inc., Royal Bank of Canada, Manufacturers
Life Insurance Company and Hydro-Quebec
work under a general partner named Infradev
international Inc.

Involved in all infrastructure sectors, putting
emphasis in energy, transportation,
telecommunications and environment, in Asia,
Latin America and Central Europe, infradev's
general objective Is to "Fulfill the needs for
expertise in financial engineering and for
equity support during the Jevelopment stage
of infrastructure projects in the domestic and
international markets".

For more information on Infradev International
Inc., please contact :

Mr. Michel Branchaud, President and CEO
2190, rue Crescent, First floor

Montreal (Quebec) H3G 288

Tel. : (514) 286-4477

Fax : (514) 286-4083

E-mall : info@infradev.ca

For more specific information go to :

Financial Institutions
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FB - Financial Institutions

This sub roadmap has been divided into seven groups of Financial

Institutions, namely :

Internationai Finapcial Institutions (IF|

Export Credit Agencies (ECA)
Commercial Banks

Merchant and Investment Banks

Institutional Inv estors

National and Intra-regional Development Banks
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Domestic and international Capital Markets

INTERNATIONAL FINANCIAL INSTITUTIONS

This group inciudes the Worid Bank (iBRD, iFC, MiGA) and regional
institutions based on the Worid Bank model (iDB, ADB, EBRD, etc.).
These institutions have a development purpose and have traditionally dealit
with soverelgn governments and government-owned corporations.
increasingly, they are finding ways to play a part in or support iimited
recourse lending to privatized infrastructure projects. In some cases (e.g.
IFC, EBRD) in addition to iending , they can take a minority equity position
which can help give comfort to other financial institutions being solicited for
the deai.

The World Bank Group

The World Bank is the largest and most influential International Financlal
institution. It is composed of a number of organizations the most i* ~ortant
being the Internationai Bank for Reconstruction and Development {{BRD),
the International Financial Corporation (IFC), the Muitiiateral Investment
Guarantee Agency (MIGA) and the International Deveiopment Association
(IDA).

The World Bank Group provides a wide range of products and services to
support private participation in infrastructure. While historically the IBRD
and IDA have malinly financed public sector projects, and the IFC and
MIGA have financed private sector companies in competitive sectors, the
recent trends toward liberaiization and privatization of infrastructure and
the emergence of a global private infrastructure industry has ied all the
Bank Group institutions to increase their support for private infrastructure
preiects.

International Bank for Reconstruction and Development (IBRD) - World
Bank

The IBRD, founded in 1944, is the World Bank Group's main lending
organization. it iends to developing countries with relatively high per capita
incomes. The money the IBRD iends is used to pay for development
projects, such as buliding highways, schools, and hospitals, and for
programs to help governments change the way they manage their
economies.

The IBRD lends money directly to governments to finance programs and
projects. Funds under some programs may then be on-lent to local
implementing agencies. Funds directed through other implementing
agencies are generally for program impiementation, institutional
strengthening, and policy development, and may be a source of
government tendered contracts.

The increased participation of the private sector in infrastructure
development has been accepted as the way forward and the Worid Bank
has adjusted its programs accordingly. The IBRD which in the past only

deait on a government scale has developed new programs to encourage
private sector development.

IBRD Programs for the Private Sector

IBRD Loans
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+ IBRD can provide loans under two structures :

+ IBRD can lend directly to a private company, but, as
required by IBRD's Articles of Agreement, the loan
must be guaranteed by the host country.

+ Alternatively, IBRD can provide a loan to the host
country, which can then on-lend the funds to a private
company. This structure invoives a loan agreement
between IBRD and the host country and a subsidiary
loan agreement between the host country and the
private company. It also typically involves a project
agreement establishing a direct contractual
relationship between IBRD and the company
implementing the project.

IBRD Guarantees

+  TheiBRD offers two types of guarantees : the Partial
risk guarantee and the Partial ciedit guarantee.

+ The partial risk guarantee protects lenders against
payment defaults arising from breaches of sovereign
contractual obiigations, transfer risks, and certain
force events. Partial risk guarantees have been used
to support privately sponsored infrastructure projects.

» The partial credit guarantee protects lenders against
payment defaults, regardless of the cause, but only
for specified debts service abligations in order to
extend maturities.

Contact the IBRD

THE WORLD BANK GROUP
Business Partnership Center
1818 H Street, N.W.
Washington, D.C. 20433
USA

Tol. : (202) 522-4272
Fax. : (202) 522-1727

Home Page ==> http://www.worldbank.org/

International Finance Corporation (IFC) - World Bank

The IFC was established in 1956 to help strengthen the private sector in
developing countries. The IFC continues to be the main financing arm for
private sector development and has seen the need far the private sector in
infrastructure development.

The IFC has assisted private infrastructure in forty-one countries in power,
telecommunications, transportation, water and sanitation. Much of this
finance has taken the form of iIFC participation in individual transactions
(for power, telecommunications, transport, and utilities).

The total estimated financing of new projects in developing countries has
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doubled between 1993 and 19995, from about US$17 billion to over US$35
billion. Cumulative IFC support through June 1998 amounted to US$3.1
bitilon of financing to 148 projects worth US$29 biliion in 40 developing
countries. Almost half of IFC's financing. commitments were made in the
last two yeurs.

In response to a growing demand for services, |IFC created an
Infrastructure Department in July
1992, composed of three divisions.

The Transport and Utilities Division considers investments in highways,
bridges, ports, shipping, airports, airlines, railways, pipelines, water supply,
sanitation, and waste management.

The Power Division handles electric power generation projects including
hydro, thermal, geothermal, and new technologies, as weli as transmission
and distribution projects, including regional, national, and international
grids, and metropolitan and iocal utiiities.

The Telecommunications Division handies projects such as the
modernization and expansion of basic telephone networks, the
establishment of cellular and satellite communications systems, the
provision of value-added services, and the production of
telecommunications equipment.

IFC Programs
Debt and Equity Financing

IFC provides ioan and equity finance for private companies operating in
emerging economies. IFC works in partnership with other lenders and
investors and typically finances no more than 25 percent of a project's total
cost. in turn it will not take up more than 25 % of a project's equity.
Financing Is tailored to meet the needs of each enterprise. Loans are
offered with fixed or variable market rates and appropriate maturities.
Equity investments are made based on project needs and anticipated
returns. IFC also offers a fuli range of quasi-equity finance, including
convertible debentures, subordinated loans, and loans with warrants.

L.oan Syndications

IFC's syndicated loan program, amounting to $5 billion a year, enables
commercial banks and institutional investors to provide long-term funds to
a wide range of clients. Under the program, the borrowers' contractuai
obligation is to IFC as the lender of record. The participating financiai
institutions provide their own funds and fuily share the commaerclal credit
risks of the projects with IFC. Participating financiai institutions are
generally exempt from country-risk provisioning requirements and are able
to share in IFC's preferred status as a multilaterai deveiopment institution.

A good example of an IFC sponsored project is the foliowing :
Philippines : Hopewell Energy Corporation (HEPC)

iFC played a critical role in helping to devise the Philippines’ first BOT
scheme to provide essential power without direct government funding or

financial guarantees. The government needed to aggressively pursue
private sector involvement to sustain the country's economic growth while

http.//strategis.ic.gc.ca/SSG/ce01282e.html 1/28/99




Financial Station

Page 1

relieving a potential up-front financial burden. IFC invested US$ 1.0 million
in equity and Jent US$ 10 million to the project sponsors in 1989.

Hopewell Holdings Ltd., the main sponsor and a Hong Kong based holding
company, and the National Power Corporation (NPC), the state-owned
utility, agreed that Hopewell Energy would build and operate a 200 MW
gas turbine power plant and maintain it for 12 years. NPC would pay a
capacity fee and energy fees and purchase all the power generated,
depending on the project's ability to deliver on schedule and at a
guaranteed level of availability. Ownership of the plant transferred to NPC
at no cost at the end of the period. This was a iogical solution to the
country's pending power shortages.

Contact IFC

International Finance Corporation
1850 | (Eye) Street, NW
Washington , DC 20433, USA

Tel. : (202) 477-1234
Fax : (202) 676-0365

Home Page ==> http://www.ifc.org/

Multilatera! Investment Guarantee Agency (MIGA)

MIGA was established in 1988 to help developing countries attract foreign
investment. MIGA provides investors with investment guarantees against
"non-commercial risk,” such as expropriation and war. It also provides

governments with advice on Improving the climate for foreign investment.

Since it began operations in 1989, MIGA has issued over 220 guarantees
in support of approximately $14 billion of foreign investment. In recent
years there has been a growing demand for MIGA guarantees from private
investors in infrastructure.

MIGA has issued 37 guarantees for a total of 18 projects in the power,
telecommunications, and transportation sectors with a total coverage of
$322 million. The total cost of the projects insured exceeds $5 billion.

MIGA Programs
Guarantee Program

MIGA offers long-term political risk insurance to eligible investors for
eligible investments in developing member countries. Beyond insurance
protection, MIGA's participation in a project enhances confidence that the
investor's rights will be respected, an advantage inherent in the Agency's
organization as a voluntary assoclation of developing and deveioped
countries.

The coverages described below may be purchased individually or in
combination, but selection of the desired coverages must be made by an
investor before MIGA issues its guarantee. The maximum amount of
coverage that MIGA can issue for a single project is currently $50 milfion.

Transfer Restriction. Protects against losses arising from an investor's
inabllity to convert local currency (profits, principal, interest, royalties,
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capital and other remittances), into foreign exchange for transfer outside
the host country. Transfer Restriction coverage insures against excessive
delays in acquiring foreign exchange caused by host government action or
failure to act, by adverse changes in exchange control laws or reguiations,
and by deterioration in conditions governing the conversion and transfer of
local currency. Currency davaluation is not covered.

Expropriation. Protects against partial or totai loss of insured investment
as a result of acts by the host government that may reduce or eliminate
ownership of, control over, of rights to the insured investment. In addition
to outright nationalization and confiscation, "creeping” expropriation-a
series of acts that, over time, have an ¢ xpropriatory effect-is also covered.

War and Civil Disturbance. Protects against loss from damage to, or the
destruction or disappearance of, tangible assets caused by politically
motivated acts of war or civil disturbance in the host country, including
revolution, insurrection, coups d'itat, sabotage and terrorism.

Contact MIGA

THE WORLD BANK GROUP
Business Partnership Center
1818 H Street, N.W
Washington, D.C. 20433
USA

Tel. : (202) 522-4272
Fax. : (202) 522-1727

Home Page ==> http://www.miga.org/

Inter-American Development Bank Group

The goals of the Inter-American Development Bank Group are to
accelerate tiic economic and social development of its member countries
in Latin America and the Caribbean. It has three institutional methods of
funding projects :

« The Inter-American Development Bank lends funds to
sovereign governments,

+ The International Investment Corporation is a
separately capitalized institution that lends and
invests in private businesses.

« Guarantees

Inter-American Development Bank

As of June 30, 1994, the IDB had a subscribed capital base of $40 billion
with an annual lending program of $6 to $7 billion. It lends money directly
to governments to finance programs and projects. Under some programs,
funds are on-lent through local implementing agencies. Funds directed
through ‘mplementing agencies, institutional strengthening and policy
development may also be a source of monies for government tendered
contracts.

Private Sector Department
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in September 1994, the IDB created the Private Sector Department and
gave it the mandate to establish policy and implement private sector
operations. {t executes the bank’'s mandate to allocate up to 5 percent of its
lending portfolio to private infrastructure projects without government
guarantees. The IDB seeks to play a catalytic role by attracting additional
financing from private sources. In addition to carrying out its own lending
programs, the Private Sector Department will study ways to channel
external resources to private sector projects, emphasizing direct
investments rather than the sale of bonds or other debt instruments.

IDB Programs
Guarantee programs

It is anticipated that much of the demand for IDB guarantees will initially be
concentrated in private infrastructure project financing because of the long
payback periods and political variables involved. Recent trends point to a
large and growing volume of private sector investment in Latin America
and the Caribbean. Totaf infrastructure investment needs in Latin America
and the Caribbean are currently estimated at about $50 billion to $60
billion annually.

Partial Risk Guarantees

Partial nsk guarantees will be provided to cover performance of certain
sovereian contractual obligations which are critical to the sustained viability
of projects. Risks typically covered by the program include transfer risks,
non-delivery of inputs, nonperformance of off-take agreements or other
public-backed contracts, changes in the regulatory environment (including
tariff formulas), etc.

Partial Credit Guarantees

Partial credit guarantees will cover a portirn of the financing provided by
private financiers. DB guarantees can bu _tructured to help transform
available medium-term funding into longer terms. There are a number of
ways in which this may be achieved : (i) guarantees for longer- dated
maturities; (i) liquidity guarantees in the form of put options and take-out
financing (for example, post-construction); and (iii)rolling guarantees that
cover a fixed number of scheduled payments. Cover for partial credit
guarantees without government counter-guarantee will follow a case-by-
case approach.

Loan Programs
Direct Loans

Selection of operations will be sponsor-driven from the outset, and a high
priority will be attached to projects involving experienced, well-establishied
firms with the financial resources and management capability to complete
construction and successfully operate a facility. The IDB will select
operations that (a) are financially, legally, technically, economically and
environmentally sound; (b) hav e the institutional managerial and structural
capacity to carry out the project; and (c) meet the standards of the
international financial community in terms of viability, security and legal
structure.

Private Sector Co-financing

The IDB may participate in co-financing structures with commercial banks
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and other institutional investors when appropriate. Under this scheme,
loans will be funded by the IDB's own resources (Portion A) and by funds
from other financial institutions (Portion B), the former appearing as the
lender-of-record for the total amount of the loan (both A and B). This
lender-of-record structure does not provide any payment or other
guarantees by the |IDB or the borrowing member government to the
participating banks and institutions. However, private lenders will benefit
from the IDB's knowledge of the region, its AAA credit rating, a ready
access to the results of IDB project appraisals, and the special status and
relations the |DB enjoys with members countries. The terms of both
portions may differ, with the IDB offering the more favorable terms to the
project.

Contact IDB

Inter-American Development Bank
1300 New York Avenue, N.W.
Washington D.C. 20577

US. A

Tel. ; (202) 623-1000
Fax : (202) 623-3096

Home Page ==> hitp.//www.iadb.org/

Inter-American investment Corporation

The 11 C is a multilateral investment corporation (Canada is not yet a
member). It began operations in 1989 to promote the economic
development of its Latin American and Caribbean member countries
through financing of small and medium private enterprise.

Through direct loans and equity investments for companies and lines of
credit to local financial intermediaries, the 1IC helps businesses to start up,
expand, and modernize their operations. As a complement to these main
activities, the lIC offers fee-based advisory services.

Small and medium-size companies are the Corporation's main customers,
especially those that have difficulty raising financing from other sources on
reasonable terms.

In a sense, IIC financing is seed money. The Corporation serves as a
catalyst for attracting other resources : additional financing, technology,
and know-how. These resources are mobilized through co-financing and
syndication, support for security underwriting, identifying joint venture
partners, and facilitating transfers of technology and know-how.

Lending and investment in any setting entail evaluation of each project's
soundness and chances of success. In this preliminary evaluation process,
the |IC advises clients on project design and financial organization and
helps them to structure their financial plan.

As a natural outgrowth of its project financing, the IIC offers fee-based
advisory services. These services include counseling private companies
on financial engineering and corporate reorganizations, and helping
member governments modernize their foreign investment policies and
develop capital markets. The Corporation also advises member
governments on the privatization of state-owned companies.
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Contact liC

1300 New York Ave.
NW, Washington DC, USA.

tel. : (202) 623-3900
fax : (202) 623-2360

Asian Development Bank

The ADB (the Bank), established in 19686, is a multilateral development
finance institution owned by its 56 member countries. ts role is to
accelerate economic and social development in the Asia Pacific Region by
providing financial and technical assistance for projects helpful to
economic development.

ADB Programs

Traditional prograrns are available to member countries. The role of the
private sector is an important focus area for the ADB especially BOT/BOO
projects. Financial support can be structured in many ways (equity,
quasi-equity, loans) and is evaluated on a project-by-project basis.

Contact ADB

Central Operations Services Office

Manila, Philippines

Fax : (63-2) 741-7961

Home Page ==> http.//www.asiandevbank.org/

Asian Finance and Investment Corporation Ltd. (AFIC)

While the Bank is expanding and strengthening its own private sector
operations, it was determined that the effectiveness and efficiency of these
operations would be enhanced if an autonomous institution was
established under the auspices of the Bank. The Bank, therefore, took the
lead in conceptualizing and establishing the Asian Finance and Investment
Corporation Ltd. (AFIC) in 1989. AFIC concentrates largely on mid-sized
projects and transactions that the Bank would find too small, especially in
sectors such as industry or manufacturing. Moreover, AFIC provides
underwriting, syndication, and other merchant banking services in which
the Bank does not otherwise get involved, especially in market sectors,
such as industry or manufacturing. Sponsors of such projects should
contact AFIC directly at :

Contact AFIC

31/F, Citibank Tower

Citibank Plaza

8741 Paseo de Roxas

1226 Makati City Metro Manila, Philippines

Tel. : (632) 817-3806
Fax : (632) 816-3209
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European Bank for Reconstruction and Development (EBRD)

The stated goal of the European Bank for Reconstruction and
Development (EBRD) is to “foster the transition towards market-oriented
economies and to promote private and entrepreneurial initiative in the
Central and Eastern European countries committed to and applying the
fundamental principles of multiparty democracy, pluralism and market
economic”. The EBRD is a new organization and therefore has developed
a flexible approach in developing its financing instruments.

EBRD Programs

The EBRD aims to be flexible by using a broad range of financing
instruments, tailored to specific projects. The kinds of finance it offers
include loans, equity investments and guarantees.

The EBRD provides project-specific direct financing for private sector
activities, restructuring and privatization, or financing of infrastructure that
supports these activities. Joint ventures have been major beneficiaries of
Bank lending, particularly those with foreign sponsors.

Contact EBRD

One Exchange Square
London EC2A 2EH
United Kingdom

Tel. : +44 171 338 6000
Fax : +44 171 338 6100

Home Page ==> http://www.ebrd.com/

African Development Bank

The African Development Bank (AfDB) was established in 1964 to support
the development efforts of its regional member countries. Its aims now
include poverty alleviation; reconstruction and rehabilitation; private-sector
development; and enhanced trade and economic integration.

AfDB Programs

The AfDB provides regular loans to countries that have the capability to
pay back and has concessionary loans for countries that have the greatest
economic difficulty. The AfDB has a variety of flexible financial
instruments that may be of assistance to the private sector. Projects with a
direct impact on human welfare have the greatest chance of getting
funding.

Contact the AfDB

African Development Bank
01 P.O. Box 1387

Abidjan 01, lvory Coast

Tel. : 225-20-44-44

Caribbean Development Bank
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The Caribbean Development Bank (CDB) was established in 1969 to assist
in regional development through capital and technical assistance projects.
Although it is one of the smallest IFI's it does provide significant funding for
its member countries.

CDB Programs

Traditional programs exist in the form of loans and concessional loans.

Contact CDB

Caribbean Development Bank
P.O. Box 408

Wildey, St. Michael
Barbados, West indies

Tel : 809-431-1600
Fax . 809-426-7269

EXPORT CREDIT AGENCIES (ECA'S)

These are national institutions concerned with and operated to favor
national ex ports through devices such as long term lending (often at
favorable rates) and credit and payment insurance. They include such
institutions as ECGD (UK), COFACE (France) and La Banque de
Commerce Exterieur (France), US-EXIM, JEXIM (Japan), etc. A growing
number of non OECD countries have their own agencies. ECA's iending
rates and terms and extent of coverage are ultimately limited by the terms
of the OECD Consensus. Traditionally, ECA's have lent to governments, to
government-owned corporations and to large commercial borrowers,
Increasingly, they are able to take project risk and in some cases (e.g.
EDC;) are willing to consider small equity injections where such an
investment may be expected to break a financing log jam.

Export Development Corporation of Canada (EDC)
The EDC provides both direct financing and financial guarantees to other
lenders and also provides insurance to Canadian ~ompanies tu cver 120

countries. The EDC has programs that can help bot the large ex porter
and the smaller exporter and can provide assistance in project structuring.

EDC Programs

The EDC has a wide array of financial services and support that can be
useful. The most relevant of these programs are the following :

Project financing. The EDC can help arrange the complex arrangements
required in limited-recourse projects. Loans and equity financing are
available on terms that are developed based on the individual project.

Insurance. The EDC also has a number of insurance products that can
protect project sponsors against a humber of different risks.

Guarantees. The EDC can also guarantee performance though a letter of
Guarantee.
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Contact EDC
151 O'Connor Street
Ottawa, Ontario
Canada
K1A 1K3

Tel. : (613) 598-2500
Fax : (613) 237-2690

Home Page ==> http://www.edc.ca/

Eximbank (United States)

Eximbank provide financing assistance for US exports for capital
equipment and services. The programs include insurance, guarantees,
equity and loans. Eximbank has developed an aggressive strategy for
capital projects and opened a project finance division in 1994.

Even though Eximbanrk is not normally available to support exports from
Canada, a number of Canadian firms have American partners and
eventually have access to it.

Eximbank Programs :

Project Finance Program
Loans and Guarantees

Any combination of either direct lcans or guarantees for commercial bank
loans with political risk only or comprehensive coverage are available for a
given project, During the construction period, Eximbank will provide
guarantees to cover only the paolitical risks of political violence,
expropriation, and transfer risk related to the project.

Equity Participation

There are no predetermined equity requirements. Eximbank will review
and determine the appropriate equity structure on a case-by-case basis. A
sponsor's equity position cannot be transferred without Eximbank's
consent. Equity must be cash equivalent.

Contact EximBank

811 Vermont Avenue, NW
Washington, DC 20571
USA

Tel. : (202) 566-8187
Fax : (202) 566-7524

Home Page ==> hitp://www.exim.qov

Overseas Private Investment Corporation (OPIC) United
States

Although OPIC is not a ECA, it has some similar characteristics. The
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mission of the Overseas Private Investment Corporation (OPIC) is to
mobilize and facilitate the participation of U.S. private capital and skills in
the economic and social development of less developed friendly countries.
This is accomplished through financial assistance, political risk insurance,
and a variety of investor services. OPIC programs bring benefits to the
developing world, and to the U.S. as well. Currently, OPIC programs are
available in over 140 countries and areas worldwide.

Although designed to support US firms, OPIC, through it's investments in
infrastructure funds, can indirectly be a source of support for BOT projects
on which Canadian firms may be investors.

OPIC Programs
Finance Program

OPIC financing is available for small and large projects through both direct
loans and loan guarantees. For projects sponsored by U.S. small
businesses or cooperatives, financing may be provided through direct
loans. These loans generally range in amount from $2 million to $10
million. Loan guarantees, which are typically used for larger projects, range
in size from $10 million to $75 million. Under both financing techniques,
the borrower approaches OPIC to analyze structure financing for an
overseas project.

Insurance Program

The Insurance program provides political risk insurance tailored to protect
investment against losses due to inconvertibility of currency, expropriation,
and political violence. The terms are up to 20 years and the rates are
determined on a per project basis. Political risk insurance can be crucial to
a small U.S. company or to a cooperative embarking on an investment
project in the developing world, as it is much less able than large
multinational corporations to accept the risk of loss caused by unforeseen
political events.

Funds Program

OPIC can support infrastructure investment funds by guaranteeing bank
debt advanced to the fund for the purpose of increasing the capital base.

Contact OPIC

1615 M Street, N.W.
Washington, DC 20527
USA

Tel. : (202) 457-7180
Fax : (202) 223-3824

Home Page ==> http://www.ita.doc.gov/mena/opic.htmicpic.html

COMMERCIAL BANKS

Commercial lending banks, Canadian (Schedule A & B) or foreign (e.g. :
Barclays Bank, ABN Ambro, CS First Boston, Citibank, Credit Lyonnais,
etc.). These are, hy nature, not great risk takers. Nevertheless, they can
and do play an important part in the financing of traditional export projects
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(to sovereign buyers) and, in certain cases now, on a project risk basis. In
the more risky situations, commercial banks will try to work alongside an
IFI or an ECA to gain additional security (real and/or perceived).
Commercial bank lending terms are not as long or as those of the IFI's and
ECA's but can often be long enough to carry some period beyond the
construction stage. Commercial banks are key players in the provision of
performance guarantee instruments (i.e. : standby letters of credit).

The future of infrastructure development will be influenced by the
capability of banks to adjust to or share projeci risk. Industry Canada has
initiated studies in respect to Identifying a network of banks in major
financial centres llke Miami, New York and London that would be
interested in financing Canadian teams pursuing capital projects. This
listing will be avallable on the Strategis web site.

MERCHANT / INVESTMENT BANKS

These institutions (e.g.: Deutsche Morgan Grenfell in the UK, Goldman
Sachs in the USA, etc.) are deal-oriented. They arrange or underwrite the
financing for specific projects, or can be retained principally as advisers.
Their interests go to equity, debt and mezzanine financing. Apart from the
long-standing advisory role played by some UK Merchant banks, these
institutions are relative newcomers to non- OECD markets but they are
now developing quickly in the area. Before returning to such institutions,
exporters/promoters should carefully calculate the fees which will be
required.

INSTITUTIONAL INVESTORS

This a broad category which includes insurance companies, pension funds,
infrastructure funds, corporations, etc.

Such investors have been investing for some time in infrastructure projects
in OECD cou~t-es. Although there are some esamples of institutional
investment in non-OECD countries, it is still not that common. Weary of
risk, institutional investors don't usually invest in the construction period;
the project must be "rock-solid" and investment-graded. Private placement
is becoming more frequent as a means of attracting institutional investors.

These players can be of different types according to the nature of their
participation (debt, equity or both), preferred vehicle (portfolio, projects),
sector (industrial, infrastructure, etc.) or source of funds (pensions,
insurance, corporate).

Generally speaking, project oriented investment funds willing to consider
non-OECD investment are fairly recent and tend to source their funds from
insurance companies, mutual funds and corporates (e.g. Energy Investors
Fund, Global Enviror ~nt Fund, GEC, etc.).

Such funds can invest either at closing or at a later stage, to take out bank
debt. However, it should be noted that the risk of investment in non-OECD
projects requires that these funds look for a high return on investment
(usually well cver 20 %).

NATIONAL AND INTRA-REGIONAL DEVELOPMENT BANKS

Most non-OECD countries have their own Industrial Development Banks
which can lend (or on-lend) to locally based industrial plants. Increasingly,
some of them are venturing into equity positions as wel:, inciuding certain
infrastructure projects (e.g. in india, the Industrial Development Bank or
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the Industrial Credit and Investment Corporation of India Limited (ICIC})).

In addition, certain funds have been set up to serve project needs in
certain areas or groupings of countries. There are several of these in the
Middle East and some in Latin America. Some examples are :

Findeter (Colombia)

CAF (Andean Development Corporation)
DNDS (Brazil)

Nafin (Mexico)

DOMESTIC AND INTERNATIONAL CAPITAL MARKETS

These markets are potential sources of equity and/or debt, although there
is still considerable reluctance when it comes to project-risk inn non-OECD
markets except, possibly, for the post-completion phase.

However, the fact that Standard and Poor's, Moody's etc. are now asked to
rate many such projects is surely a sign of things to come.

OECD capital markets are a possibility for debt where the project is large,
the political risk acceptable and the sponsors technically and financially
superior. In the USA, rule 144a (reduced disclosure requirements for
institutional investors) is creating some opportunity.

In those cases where the host government has well organized financial
markets, the local market can be a ':seful source of debt and/or equity and
can thereby help avoid cartain exchange risks.
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N1- Hire A Qualified
Legal Adviser

Hirning a legal adviser Is as
important as the financial
specialist and so the same
principles apply Expenence and
a successful track-record I1s
paramount It s likely that the
legal specialist may come from
the host country because of the
knowledge that may be specific
to that country. Cost may be a
factor in choosing the legal adviser, but again, it I1s necessary to have
the right people

NEGOTIATION STATION.

You should considar the possibility of hinng your adviser on a staged
basis, so that different terms may be appuad to different phases of then
involvement This is often one of the most expensive parts of a BOT

N2- Concession Contract

The concession contract is the single most important document with a
BOT structured project. It is signed between the project company and
the host government (federal, provincial or municipal) and determines
the condition under which the project may be implemented A
concession agreement codifies the credit/financial structure in the legal
documents to create what should be a watertight set of provisions
acceptable to all parties to the transaction (Aarons, 1996) It is very
important that every detail is understood and negotiated so that the
project has reasonable goals and clauses. In the case of a power
purchase agreement (PPA) it is the most important document to be

egotiated and should be addressed at the very beginning of a project
Many companies will not get involved in a project if it already does not
have a PPA

Several key provisions should be included in the conression agreement
as outlined below

The operation period must be long enough to pay
off the project debt and provide a reasonable
return on investment Provisions may include an
extension of the operating period should the
Government default on it's obligations Adequate
termination conditions should also be present
along with proper compensation (Aarons, 1996)
Safeguards are necessary to protect the project
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sponsors from default. Standard techniques
include offshore escrow accounts and/or the
assignment of the benefits of various contracts to
the lenders, and the lenders’ right to step in and
assume control of the project company
(Aarons,1896).

* Reguilatory issues must be addressed in the
concession agreement. These might be (1)
whether the public is willing to pay for services; (2)
whether regulations will allow the operator to have
the freedom to set an appropriate pricing strategy;
(3) whether and when the concession will revert
back to the pubiic sector; (4) the policy of
competing infrastructure providers; and (5)
whether the legal framework for awarding
concessions, permits and land acquisition is well
defined (Aarons, 1996).

» The operator may not be able to fulfill its
obligation because of a host of technical factors
(.e. equipment performance, poor design, etc.).
The concession agreement must address these
factors and provide some way to mitigate these
risks without abandoning the project. The
implementation of an operation/maintenance
manual and the use of performance bonds can
ensure proper operation (Aarons, 1996).

+ In order to resolve eventual disputes on a neutral
stage, it is important that the concession
agreement includes alternative dispute
mechanisms (arbitration-mediation) by a neutral
body outside of the host governments legal
system (Aarons,1996).

Hired a Qualified L egal Adviser / Concession Contract /

Engineering Neqotiations / Export Assistance / Return to Sitemap

N3- Engineering Negotiations

Negotiating the technical aspects of the project is usually done with the
construction firms to find the best METHODS of construction. It may
also be done with the public sector engineers if they have suggestions
or requirements. Although initial negotiations were made earlier with
suppliers and contractors, re-negotiations should take place so that
construction prices, transportation costs, performance bonds, etc. are
secured at the best possible price. After having developed a fair and
reasonable price for materials and labour, it is necessary to review the
implementation schedules and the commissioning of the project. This
review is usually done by a bilateral committee to ensure that the
client's requirements are met.

DEVELOPMENT COSTS FOR THE NEGOTIATION STATION ($)

The negotiation Station is part of the development phase of a project
and therefore depends on the sponsors own funds, supplemented when
possible by virious government programs and private sector
investment vehicles.

http://strategis.ic.gc.ca/SSG/ce01283e.html

1/28/99




Negotiation Station

Page 3 of 3

There are few sources to pay for the costs of the Negotiation Station.

See the Financial Structuring Station, Development costs.

Hired a Qualified L.egal Adviser / Concession Contract /
Engineering Negotiations / Export Assistance / Return to Sitemap

NA- Export Assistance

Regularly a client, particularly a government who does not necessarily
know your company very well, will prefer to sign the contract with the
Canadian Government which acts as a go-between between the client
and your company. It is then very useful to involve the CCC which,
depending on the circumstances, may be willing to front your contract
with the client, subcontracting back to you all the responsibilities and
most of the risks.

See the Canadian Commercial Corporation at DA .
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CO1- Construction

After a long and arduous journey
through all the stages and
difficulties, the contract has been
signed with the client. The
financing is in place and will be
conditional on the maintenance
of certain ratios (See Financial
Structuring Station) This is the
cntical penod Any
miscalculations can result in
delays and cost overruns

~orget the euphoria of having won. Millions of dollars are at stake, not
to mention your reputation. Completion bonds, guarantees, contractual
obligations and schedules are of the utmost importance. A constant
vigil is necessary to be able to adapt to any possible changes that can
have an adverse effect on the construction period. The ability to react
quickly and effectively will help in solving any problems from becoming
major catastrophes

Suggestions :

Put your best construction people on the job The engineers or analysts
that have designed the structure are usually not the best people to
manage the construction teams. You need tough inteligent
no-nonsense construction specialists. If you do not have these people
on hand, hire them. Do not make the mistake of using your
inexperienced people because they are available Involve your
operator(s) in the planning of the construction from the very beginring
They will suggest details that will save you a bundle when you start
operations

Nv_(]f){l{ltt- and re negot » your subcontracts until they meet with your
performance, costing objectives and timetable schedule

Plan ahead. You certainly will be buying some equipment in the country
itself and shipping some other equipment from home. Both have their
advantages and disadvantages in the first case the quality may not
always be what you were expecting and delivery schedules may run
late even though you were promised quick delivery but the logistics of
getting this equipment delivered is relatively simple, on the other hand
you wouid probably have better quality equipment if you buy from
recognized Canadian suppliers but you will have to consider
transportation problems, insurances, port taxes and port delays which
can be extremely long in certain cases, duties to be paid, local
transportation costs to the site, are the roads and bndges sufficiently
wide to carry your equipment. In this case. use a tran=it specialist. do
not do it yourself

strategis ic.gc ca/SSG/ce01284e html 1/28/99
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Study alternatives that you might not have thought of during the earlier
stations and be sure to involve your engineers in all discussions.

Maintain good relations with the lending institution's personnel. Advise
them continuously on what is happening, changes that you are making,
unexpected problems that you have and your proposed solutions to the
problems. Do not forget that these people can decide on the life or
death of your project and possibly of your enterprise as well.

Continuously monitor your financial ratios, debt service, line(s) of
credit, liquidity and equity participation. If, at one point, you think that
more equity may be necessary, advise your partners well in advance as
to not surprise them.

In cases where the project owner is a utility or large corporation, the
operation of the plant will invariably lie in the owners hands. In the
event that project ownership is spread amongst several investors, with
no controlling shareholder, it will be necessary to have an experienced
operator.

In rnost cases, the lenders and arms' length investors will have required
proof of operation costs before disbursing funds.

r Construction / Operation / Return to Sitemap J

CO2- Operation

The opernation phase brings various opportunities and probiems :

It may be advantageous to refinance the relatively costly construction
debt with longer term and possibly fixed rate debt as soon as the
project has proven it can meet its' revenue targets.

Because of the risk, lenders normally require a relatively high amount
of equity during the construction and early operation period.
Subsequently, it may be possible to buy out some of the shorter term
investors (suppliers, etc.) with new debt, therefore providing more
leverage and improved returns for the remaining equity holders.

In a BOT project, the assets will have to be handed over to the
concessionaire at the end of the concession period. The plant will, at
that time, have to meet certain standards of reliability and performance,
etc. An operation and maintenance manual will have to be prepared
and proof of personal training required. This may require further capital
investment during the operation period.

It may be possible to negotiate an extension to the concession period.
Other comments :

Have the operator re-negotiate the main expenses in the operation of
the plant so that they feel involved. An efficiency bonus might motivate

the operator to perform.

Maintain a good working relationship with government and keep
abreast of regulatory changes that could have an impact on the project.

The continued importance of planning will ensure that operations are
profitable and problems can be effectively mitigated. Debt service,
dividends, lines of credit, liquidity and exit terms, and eventually project

http://strategis.ic.gc.ca’SSG/ce(1284e html 1/28/99
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transfer are all factors in the project's success.

Page 3 of 3

[ Construction / Operation / Return to Sitemap
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THE CABOOSE

The Caboose contains additional
i information which may be useful
| to the reader. Here you will find a
selected glossary, a bibliography
and case studies which show
examples of various government
trade incentive programs
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SELECTED
GLOSSARY

Alternative Dispute

Resolution: An alternative
dispute resclution technique,
broadly speaking, is any way of
settling a dispute other than
standard court litigation
Arbitration and mediation are the
most co' \/mon in international
transactivi s

£ "CABOOSE.
-7

BOT and Variants: The Build-Operate-Transfer (BOT) model and
variants like Build-Own-Operate (BOO), Build-Own-Operate-Transfer
(BOOT) e-e private participation models. All of these models refer to
either partial or full ownership for a defined period of time (either

i permanent like BOO or temporarily like BOT or BOOT) so that the
investment by the private sector can be re-cooped with some degree of
profitability

™

Commercial Risk: Those risks that losses may occur from
commercial causes

(i.e. - the owner will not be paid for its services at ali times, the demand
for services will be lower than anticipated.)

Completion Guarantee: A guarantee, usually given by a parent
company or sponsor, that the project company will complete the project
so that operations may begin. A performance bond is one of the
instruments used to establish a completion guarantee

Concession Agreement: An agreement negotiated between the
project company of the giver of the concession (normally a government
or a government-owned corporations organization) which determines
the terms and conditions which govern the rights and obligations of the
two parties

Equity: Capital that entitles an investor to an ownership interest in the
company, but without any guaranteed return or protection (in contrast to
debt)

Force Majeure: A generic term for risks arising from circumstances
generally outside the contral of the parties, which entitle one or other
party to refrain from performing its contractual obligations, such as
strikes, earthquakes, hurricanes or floods, acts of war, revolution or
nots

http://strategis.ic.gc.ca/SSG/ce01286e . html 1/28/99
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Limited Recourse Project: A project whereby the lenders have
limited recourse to the project sponsors. Project debt is kept off the
balant  ..eet of the project sponsors and relies on the project's cash
flows to raise debt and equit funds. A distinction is to be made in
regard with the degree of the sponsors guarantees during the
construction period (sometimes significant) and during the operation
period which usually is less.

Memorandum of Understanding: A document that ensures
some security to the project promoter. If the necessary steps are taken
to develop a project (i.e. : feasibility study) the project will be awarded
to that promoter.

Mezzanine lender / Quasi-equity: A lender often used in
buy-outs to give banks an additional layer of protection (between equity
and bank debt) in the event of a business failure. In exchange for
taking more risk, mezzanine lenders earn higher interest and, often,
options to buy equity. Some examples include subordinated loans with
equity kickers.

Over-Leveraged Project: A project in which there is a
disproportionate amount of debt versus equity.

Project Finance: Project Finance refers directly to the limited
recourse project. Funds required are raised on the project's potential
income stream and paid back through project revenues.

Power Purchase Agreement (PPA): The PPA is a contract that
defines the selling prices for power and energy, the amount of power
and energy sold, and incentives to improve performance and
disincentives to ensure that performance does not fall below a basic
standard.

Rule 144a: Rule 144a of the American Securities and Exchange
Commission Code has made it easier for foreicn projects to gain
access to US markets. It has done this by reducing the disclosure
requirements so that securities can be sold to eligible institutional
investors.

Subordinated debt: Refers to nonbank debt, which is by definition
less secure than bank (or senior) debt. To attract lenders, borrowers
often give subordinated lenders rights to convert their debt to equity.

Take-or-pay contract: Take-or-pay arrangements require the
offtaker (client) to pay for the good or service regardless of whether it is
needed. Payments under take-or-pay contracts may be set to cover all
fixed costs of the project (fixed operation and maintenance costs, debt
service, after-tax equity return) or may cover only part of the project's
available capacity or outputs.

Take-and-Pay Contract: This arrangement is contingent on the
delivery of the product/service.

Selected Glossary / Bibliography / Agent Contract / Capitat Projects Bidding /
Theoretical Case Studies / Return to Sitemap
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Agent Contract

REPRESENTATION
AGREEMENT

Between:
CONTINEX

REPRESENTACIONES S A

(Agent)

And

EXPERCOLTD

(Consultant)

The following representation agreement between Continex
kepresentaciones S A (Agent) and Experco Ltd (Consultant) for the
country of Costa Rica wall be regulated by the following clau

The A jent wall act as L'1':-rr".l'f'|'.l'|:\fl" f the
nsultant in a mutually exclusive agreement for

all intended projec

The ;"A_.],.a,_' will provide his services to the

nsultant in such aspects as commercial

procedures related to the aobtention of the contract
contracts and local contacts Also the Agent will
promote the expertise of the nsultant as well as
to keep him informed about opportunities in Costa
| =JT a
he duration of this "Agreement” will be for one
vear after the date of signing, and its renewal wll
be automatic unless there 1s sufficient reason tor
ne party to cancel this "Agireement” and the
rasons will be xplained via certified mail pnort
ase of an early termunation of this "Agreement
the ansultant will compensate the Agent for the
project that has been imtiated duning the vahdity of

The Agent will obtain a 5% commuission based on

the net* (tees minus expenses) value of the
contract This amount could be negotiated
according to the H'-Illl[i’rHi‘I]T‘. if the specifi

project

The commission will be paid after the Consultant

eceives payment from the chen

htt; trategis 1c ge ca/SSG/ce01288e htn
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- The Consultant will reimburse the Agent, at costs,
all expenses related to communications such as
telephone, fax, courier as well as other local
erpenses that are deemed nececsary for the
Consultant presentation and/or negotiations.

«  *Net value = Total value - expenses
*Expenses = Plane tickets, hotels,
maals, sub-contracts

» Signed in two originals, on March
the 31, 1993,

EXPERCO LTD CONTINEX REPRESENTATIVES S A
Michel Bourbeau, ing. Enrigue Soler Jose, ing.
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. Info on e road to exporting

ol 3T T B Howe suarch | Sife tiap | FAQ 72
GOAL AND OBJECTIVE

The overall goal of the federal government's Program for Export Market Development (PEMD) is to increase
Canadian prosperity and competitiveness in the international marketplace.

Wil DFAIT L ExporSouren | Frangais .

PEMD is the Canadian government's cornerstone international business development program. Since its
inception in 1971, PEMD has assisted over 25 000 Canadian businesses in marketing their products and
services abroad. Sales stemming from PEMD supported activities have exceeded $11.5 billion, creating an
estimated 250 000 person years of employment.

Specifically, the PEMD objective is to increase export sales of Canadian goods and services by sharing the
costs of activities that companies normally could not or would not undertake alone, thereby reducing risks
involved in entering a foreign market.

Through a partnership-like relationship between government and business, the program encourages a
long-term focus on target markets with built-in flexibility to respond to changing market conditions.

STRUCTURE

The PEMD program is comprised of four major elements: Market Development Strategies (MDS),
New-to-Exporting Companies, Capital Projects Bidding and Trade Association Activities.

The key MDS element focusses on assisting companies with the implementation of a simple marketing plan
designed to penetrate an international market. Intended for smaller businesses, both experienced and new to
exporting, it shares the risk of the international marketing initiatives with the Canadian private sector.

PEMD also provides assistance to companies that are new to exporting to

L
¥ introduce them to export markets without undue financial strain.

The Capital Projects Bidding element of PEMD supports Canadian companies in
bidding for major capital projects outside Canada by contributing to the costs of
¢¢° bid preparation or proposal preparation at the pre-contractua! stage.

¥ Trade Association Activities supports export market development strategies of
14
Im mﬁﬂﬂ &g‘m EﬁnMﬁnational trade and industry associations meeting PEMD eligibility requirements.

00606

REPAYABLE CONTRIBUTION

The PEMD partnership with Canadian business is an investment in a company's commitment to develop
international expor' markets. It is not a grant, loan or entittement, but rather a repayable contribution.
Repayment of the contribution is based on incremental sales made by the recipient company or contracts
obtained.

PROGRAM RESPONSIBILITY

PEMD is managed by the Export Programs Division (TCE) of the Department of Foreign Affairs and
International Trade (DFAIT), and jointly administered with Industry Canada (IC), through the regional
International Trade Centres.

In Quebec, the regional offices of the Federal Office of Regional Development (Quebec) assist with the
delivery of the program.

HANDBOOK
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This handbook is intended to serve only as a general guide to PEMD and is subject to change.

Page 2 of 2

Final decisions regarding eligibility and interpretation of criteria rest with officials responsible for delivery of

the program.

Back to PEMD's Main Page

© Department of Foreign Aifairs and International Trade,
January 1999
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MARKET DEVELOPMENT STRATEGIES

POINT OF CONTACT
Your nearest International Trade Centre, iisted in the annex of this handbook.

The key element of PEMD, Market Development Strategies (MDS), recognizes the need for longer market
planning horizons in an increasingly coinpetitive international marketplace.

Instead of individual approval of a series of projects, MDS will approve a package of support for visits, trade
fairs and marketing support initiatives, based on the company's one- to two-year international marketing plan.

This process reduces the administrative burden on companies, making it more streamlined and effective.
MDS brings the regional International Trade Centres and trade officers in missions abroad in closer touch
with their clients and enables more focussed and comprehensive applications while funding a greater range
of activities.

MDS recognizes the differing and unique needs of the manufacturing, services and advanced technologies
sectors and is designed to support those sectors in the realization of their export goals.

CONTRIBUTION LIMITS
- The PEMD annual contribution per application is a minimum of $5 000 and a maximum of $50 000.

+  Companies are limited to one approved application in an April 1 to March 31 fiscal year, and one per
target market. In the case of the United States up to three applications, each for a separate and
distinct region, may be approved.

COMPANY ELIGIBILITY

Preference will be given to companies with annual sales greater than $250 000 and less than $10 million,
and/or with less than 100 employees for a firm in the manufacturing sector and 50 in the service industry.

Eligible companies must:

+ be incorporated (federally or provincially), or an unincorporated firm of professionals, such as
architects or engineers;

+ be currently established and operating in Canada;

- be registered in the Department's World linforn.ation Network (WIN Exports), or Industry Canada’s
Business Opportunities Sourcing System (BOSS) (registration information for these data bases is
available at the International Trade Centres);

+ have fulfilled reporting and repayment requirements on any and all previous Canadian government
assistance.

The companies also must have:

- ademonstrated capacity to undertake the plan, with consideration being given to the requirements for
ongoing domestic work as well as the incremental resources required for the proposed activities;

- the management structure and competence to undertake and bring the proposed activities to a
successful conclusion;

http://mwww.infoexport.gc.ca/section2/PEMD_market-e.asp 1/28/99
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» the financial capacity to underwrite the plan. This would include, inter alia, sufficient working capital,
net worth and profit margins, to finance the market development activities;

« sufficient free production or service capacity to supply the additional demand of the market being
sought;

« the marketing capacity to undertake the proposal - a sound marketing plan, proper management
personnel and adequate sales personne! (or be in a position to obtain such personnel);

» aproven product or service with a history of sales, in Canada or abroad, and a Canadian content of
50 per cent {trading houses/agents must take title to the product).

INELIGIBLE APPLICANTS

Ineligible applicants include non-profit arganizations, publicly funded and owned institutions, crown
corporations, crown-owned companies, their subsidiaries and affiliates. For the purposes of this criterion.
crown or public ownership or control is defined as "more than 50 per cent."

PROJECT ELIGIBILITY

A target market is understood to be a country or a group of countries in the same region or sectoral market or
in the case of the United States only, a specific region of the country.

To be eligible for MDS assistance:

+ the goals must be based on an international marketing plan, incorparating a variety of activities over
the period of the application;

-+ the strategy/marketing plan should encompass new or incremental export marketing activities that
extend beyond normal business activities of the company and should be realistic and likely to
succeed,;

» the marketing plan shouid include more than just one type of activity, e.g. visits;

- the anticipated results in terms of dollar sales at the end of the project must be indicated;

+ the application must be signed by the Chief Operating Officer, or equivaient, of the company.

INTERNATIONAL MARKETING PLAN

MDS utilizes a specific application form and each application must be accompanied by a one- to two-year
internationa! marketing plan for the target market developed and provided by the company.

Since the pian will be sent for comment to the commercial seclion of the Canadian embassies or consulates
in the target market, it should be as brief as possible, ideally not exceeding three pages.

The basic framework of the marketing plan is at the discretion of the applicant but at a minimum shoutd
include brief statements:

» outlining the company's mission statement (what the company does);

» describing the products (including Canadian content) and/or services which the company proposes to
market and that level or segment of the market which is being targeted;

+ estimating the target market potential for the products and/or services and the related marketing
objectives of the company;

« explaining how the target market objectives will be achieved Including any related cveral! strategy and

tactics and a brief description of each of the proposed market development activities (including those
for which PEMD assistance is not being sought); and
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« describing possible constraints to the achievements of the objectives such as domestic and foreign
competition, tariff and non-tariff barriers, consumer preferences, and economic and financial market
factors.

INELIGIBLE ACTIVITIES

Activities involving only repeated visits to a target market for market identification purposes. Travel should
be directly related to the implementation of the marketing plan, such as searching for representatives and
distributors, training of sales personnel, identification of capital projects bidding opportunities, etc. and should
not account for all of the requested assistance.

Activities receiving direct or indirect financial support from municipal, provincial or any federal government
source including the Department of Foreign Affairs and International Trade.

ASSESSMENT

The staff of the International Trade Centres have been provided with skills training in order to effectively
work with their clients when assessing the company marketing plans.

In assessing each application, the officers will take into consideration the following factors:
+ company and project eligibility criteria;
« incrementality and market focus of the activities and commitment of the applicant;
+ reality and logic of the company's marketing plan;
+ degree of risk and cost sharing embodied in the marketing plan activities;
+ indication of chance of success and ability to repay the contribution, as estimated from various
sources such as Canadian trade representatives at posts abroad and country/sector specialists in the

Department of Foreign Affairs and international Trade and Industry Canada, both in Ottawa and in the
region where the application is being assessed;

+ an evaluation of the benefits for Canada as a whole, i.e., amount of direct exports of goods and
services, potential for subcontracting, etc.;

+ any other factor which, in the opinion of the officer, may have a significant impact on the plan.
ELIGIBLE COSTS
Reasonable arms-length costs incurred as a result of the implementation of the international marketing plan
may be eligible for support providing they are consistent with acceptable marketing practices. Costs are to be
itemized in the contribution agreement.

Shared eligible costs (50 per cent) will include such costs as:

+ the cost of return economy international airfare or equivalent transportation costs to visit the target
market;

+ costs of participating at trade fairs in the target market;

+ the cost of return economy international airfare or equivalent transportation costs for foreign buyers to
visit the company's Canadian facilities;

+ product testing by foreign standards agencies for market certification;
+ legal fees for marketing agreements abroad;

+ labelling/label compliance;
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+ return economy international airfare or equivalent transportation costs to Canada for offshore
company trainees;

+ product demonstration or solo show costs;

+ production of a video, literature, brochure or promotional material specifically designed for a target
market.

Applicants are responsible for all other costs.
INELIGIBLE COSTS
PEMD will not cover:

+ the cost of goods (including samples);

< normal cost of transportation of goods to the target market except for trade fair participation or
product demonstration;

« the cost of translation in either official language of Canada;

+ salaries and commissions;

+ preparation cost of the international marketing plan including market identification studies;

« entertainment and hospitality costs;

+ accommodation and meals;

« VAT (as applied by foreign governments);

<« GST.
PROJECT REVIEW
Approved projects must be reviewed with the international Trade Centre officer every six months in order to
accommodate proposed adjustments or changes to the legal agreement and the marketing plan and to
assess progress with respect to the implementation of the plan.
Modifications are acceptable providing they respect the original purpose of the agreement and are requested
and approved in writing before being undertaken. This includes changes to the original marketing plan to
respond to changing market conditions.

WHEREMHEN TO APPLY

Applications must be submitted to your nearest International Trade Centre, at the address listed in the annex
of this handbook, at least six weeks prior to the proposed date of the first of the planned activities to be
supported. In Quebec, apply to your nearest regional office of the Federal Office of Regional Development
(Quebec).

Current financial statements and the international marketing plan must accompany the application.
ACTIVITY PERIOD

The activity period established for each application is the allowable time frame within which to carry out the
approved activities of the marketing plan and to claim reimbursement.

it begins on the effective date, whic!, is the date of approval of the application. and ends on the agreed
expiry date, 12 to 24 months later.

Eligible costs must be incurred during that activity period.
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REVENUE/SALES REPORTING REQUIREMENTS

Revenue/Sales Reports (RSRs) are used to determine the success of assisted marketing activities and
whether there is a requirement for repayment of the PEMD contribution. As well the RSRs are used to
evaluate future requests for assistance and to assess the overall performance of the program.

RSRs must be submitted on the due dates specified in the PEMD legal agreement and must report all
revenue received and sales made by the company in the target market.

Four reports are required. The first is due at the end of the activity period or on the expiry date and the
remaining three reports at 12 month intervals.

Even if no revenue has been received or sales made, a "nil" RSR is required under the legal agreement.
REPAYMENT TERMS

The repayment clause of the PEMD legal agreement stipulates that repayment of the PEMD contribution is
based on 4 per cent of incremental revenue/sales made in the specified target market. Incremental saies are
total sales in the target market less any base of sales (i.e., existing sales level at the time of applicatiom
declared in the application form.

Repayment is due with each of the four Revenue/Sales Reports.
Companies are only required to repay up to the amount of the approved PEMD contributinn.

In the case of the United States, up to three applications may be approved. provided the assistance is for
different regions of the U.S. However, for the purposes of repayment of the PEMD contribution, all sales in
the total U.S. market must be reported with respect to each application, and each legal agreement.

OTHER ADMINISTRATIVE REQUIREMENTS

- APPLICATION PROCEDURES

« HOW APPLICATIONS ARE PROCESSED
LEGAL AGREEMENT

CLAIMS

PROJECT ACTIVITY/MARKET REPORT
AUDIT PROVISIONS

e o o o

Back to PEMD's Main Page

© Department of Foreign Affairs and Interational Trade,
January 1999
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New-to-Exporting
POINT OF CONTACT
Your nearest International Trade Centre, listed in the annex of this handbook.
PEMD recognizes that a significant number of Canadian businesses do not have substantial active export
experience and may even lack a consistent capability to export or to undertake the market research required
to develop a focussed international marketing plan. This is generaily a result of an insufficient corporate
knowledge of exporting or a lack of in-house financial or human resources.
This element of the program will assist such companies, which in the judgement of the International Trade
Centres nevertheless warranted assistance for one market visit or trade fair participation to decide if they
should develop an export capability, or whether their product or service was exportable to a particular new
market.
CONTRIBUTION LIMITS

«  The PEMD contribution per application is a maximum of $7 500.

+ Companies are limited to one approved application in an April 1 to March 31 fiscal year, and to an
overall maximum per company of three approvals.

« Each of these three approved applications must be in a different market which is new to the company.
COMPANY ELIGIBILITY

Preference will be given to companies with annual sales greater than $250 000 and less than $10 million,
and/or with less than 100 employees for a firm in the manufacturing sector and 50 in the service industry.

Eligible companies must:

« beincorporated (federally or provincially), or an unincorporated firm of professionals, such as
arch ~~ts or engineers;

+ be anuy established and operating in Canada;

« be registered in the Department's World Information Network (WIN Exports), or Industry Canada’'s
Business Opportunities Sourcing System (BOSS) (registration information for ihese data bases is
available at the international Trade Centres);

- demonstrate the capability to undertake the activity;

« be financially able to successfully complete the activity;

» have an exportable product or service that meets Canadian content criteria of 50 per cent (trading
houses/agents must take title to the product);

- have fulfilled reporting and repayment requirements on any and all previous Canadian Government
assistance.

INELIGIBLE APPLICANTS

Ineligible applicants include non-profit organizations, publicly funded and owned institutions, crovn
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corporations, crown-owned companies, their subsidiaries and affiliates. For the purposes of this criterion,
crown or public ownership or control is defined as "more than 50 per cent.”

INELIGIBLE ACTIVITIES

Activities receiving direct or indirect financial support from municipal, provincial or any federai government
source including the Department of Foreign Affairs and international Trade.

ELIGIBLE COSTS
PEMD will share up to 50 per cent of:

« return economy international airfare or equivalent transportation costs for an approved market
identification visit; or

+ the cost of participation in an international trade fair outside Canada.
INELIGIBLE COSTS
PEMD will not cover.
« the cost of goods (including samples);
« the cost of translation in either official language of Canada;
« staff salaries and commissions;
« entertainment or hospitality costs;
« accommodation and meals;
+ VAT (as applied by foreign governments),
- GST.
WHERE/WHERN TO APPLY
Applications must be submitted to your nearest International Trade Centre, at the address listed in the annex
of this handbook, at least six weeks prior to the date of the proposed visit or trade fair. In Quebec, apply to
your nearest regional office of the Federal Office of Regional Deve'opment (Quebec).
Current financial statements must accompany the application.

ACTIVITY PERIOD

The activity period established for each application is the aliowable time frame within which to carry out the
planned activity and to claim reimbursement.

It begins on the effective date, which is the date of approval of the application, and ends on the expiry date,
six months later.

Eligible costs must be incurred during that activity peric..

REVENUE/SALES REPORTING REQUIREMENTS

Revenue/Sales Reports (RSRs) are used to determine the success of assisted marketing activities and
whether there is a requirement for repayment of the PEMD contribution. As weil the RSRs are used to

evajuate future requests for assistance and to assess overall performance of the progyram.

RSRs must be submitted on the due dates specified in the PEMD legal agreement and must report all
revenue received and sales made by the company in the target market.

http://www.infoexport.gc.ca/section2/PEMD_companies-e.asp 1/28/99
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Two reports are required. The first is due one year from the date of approval and the second report is due 12
menths later.

Even if no revenue has been received or sales made, a "nil" RSR is required under the legal & =nt.

REPAYMENT TERMS

The repayment clause of the PEMD legal agreement stipulates that repayment of the PEMD contribution is
based on 4 per cent of revenue/sales made in the specified targot market.

Repayment is due with each of the twwo Revenue/Sales Reports.
Companies are only required to repay up to the amount of the approved PEMD contribution.
OTHER ADMINISTRATIVE REQUIREMENTS

+ APPLICATION PROCEDURES

« HOW APPLICATIONS ARE PROCESSED
+ LEGAL AGREEMENT

< CLAIMS

+ PROJECT ACTIVITY/MARKET REPORT
+  AUDIT PROVISIONS

Back to PEMD's Main Page

© Department of Foreign Affairs and International Trade,
January 1999
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BEME Wil fiot cover

s gosls ol ideniified above;

+ thacosl of tiansiation in sithier efficial language of Canada;

£osls related (6 the piepatalien of PEMD application decumentalion;
VAT (s appliad by farsign geversments);

-

-

s @87
WHEREAVIHIEN TO APPLY

Applications, o @ Retice of inlent (o apply, must be submitied ta your nearest Intemational Trade Cenlre, at
ihia address Ksted in the annex of vs handbask, prier to incuning elgitle costs on the proposed activily.

Eurent financial slatements must accompany the application.

HOTICE OF INTENT TO APPLY

Bue (o the shert lead ime commen in the intemational capilal projects bidding process, a writlen netice of
gm&mﬁi an application (via Ietter, telex or fax) is acceptable to establish an effeclive date for eligible
Full decumentation is due within three waeks of that date.

ACTIVITY PERIOD |

The activily period established for each apphcation is the allewable time frame wilhin which to carry out the
bid/prepesal and o claim reimbursement.

it begins on the effective date, which is the date of receipt of a fully completed applieation or a netice of
intent to apply, and ends on the expiry date, 24 montha later.

Eligitde costs must be incurred during that activity perod.
REVENUR/BALES REPORTING REQUIRBMENTS

_Revenue/Bales Reports (RBRs) are usad fo determing the success of assisted marketing aclivities and
whether thera is a requirement for repayment of the PEMD contiibution, As well the RSRs are used to
evaluate future requests for assistance and to nssess the overall performance of the program.

RORs must be submitted on the due dates specified In the PEMD“egal agresment and must report all
contracts oblalned by the company In the specified target market.

Four reports are requirad, The first s due at the end ¢f the activity perlod or on the explry date and the
remaining three at 12 month Intervals,

Even if no contract was oblained, a RSR I8 required under the legal agréement.

REPAYMENT TERMS |

‘Thie repayment clauge of the PEMD legal agrasmant stipulates that repaymant of the full amount of the
PEMD contribsution Is required If the applicant cotripany Is successful in obtalning any contract in the
spacified target market deamed to be related to the supported activity.

hitp:/Awinfosxport.ge.ca/section2/PEMD_ projects-a,asp . 1/28/89
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OTHER ADMINISTRATIVE REQUIREMENTS | | Pags 4 of 4
However, in £ases where the conlract eblained is tm the”. zd wer cent of that anzs@ipai@m ihe program
adimipistialor may sgiea (o a reduced fepayment where eircumstances warrant
Repayment is dus within six months of the date of 11.e eontract signing.

Eompanies ara only required to repay up to the ameunt of the approved PEMD contiibution.
OTHER ADMINSTRATIVE REGUIREMENTS

« APPLICATION PROCEDURES

i ﬂwﬂwm__c.w“wm
: LM_ IREEMENT

+ PROJECT ACTIVITY/MARKET REPORT
. AQQIIER&MJQ.;&;

of Miaiis and Wemations! Trade
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TRADE ASSOCIATION ACTIVITIES
Special Activities assistance for National Trade or Industry ASsociaions

(This program 1s administered from Ottawa)

POINT OF CONTACT

Department of Forelgn Affaira and International Trade (DFAIT) Market Intelhgence Division (TBS)
Tel (613) 665 2221
("ax (613) 943-8820

ELIGIBILITY

A Trade Assoclation Activities brochure duescribing application procedures, etc 15 available from your nearest
International Trade Centre. or tho DFAIT InfoCentre in Oltawa, at 1. 800-267-8376 Bofore actually applying
for assistance, tho proposal should be reviewed with a project officor Trade Association Activities is intonded
for national or major trade or industry associatlons of a non-sales and a sector-spacific or horizontal nature
Activities undertaken by the association must be part of a long-torm intetnational business plan and must be
for the benefit of the association members and the industry The long-term strategy or plan may inciude
activities relating to the generic promotion of the industry association's products or services, improved
market access, or the generation of market intelligence/information for the benefit of the industry.

As with other PEMD olements, the focus must be on the dovelopment or increase of sales of Canadian
goods or services in foreign markets.

AGR-FOOD ABSOCIATIONS

The Trade Associatior Activities etement contains a separate component, PEMD Agri-food, to dellver
assistance to national or major agrl-food associations as a joint initiative between Agricuiture and Agri-food
Canada and DFAIT Information on this component is available from the Agri-food Fisheries and Resource
Group of the Market Intelligence Division (TBS) of DFAIT, Ottawa, Tel.. (613) 895-1712, Fax:

(613) 943-1103.

Back to PEMD's Main Paage

& Dopartmant of Foraign Affairs and Intornational Trade,
January 1699
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OTHER ADMINISTRATIVE REQUIREMENTS
APPLICATION PROCEDURES

Bofore submitting a PEMD application for consideration, companies aro strongly advigsed to obtain adequate
information on thelr target marker A Trade Commiasioner of other apecialist with the Canadian ombusay of
consulate in the target market can provide current information and advice on the merits of the proposal from
the market viewpolnt A Directory of the Canadian Trade Commigsioner Setvice (s avaiiable from the
International Trade Centras, or from DFAIT's InfoContre Companies should also contisct or visit their nearegt
International Trade Centro te discuss thelr proposal before actually submitting an application

HOW APPLICATIONS ARE PROCESSED

Completed applications are assigned to a ptroject officer who ovaluates the aroposal/marketing plan against
the eligtbility criteria and the program principles such as incrementality and market focus The project offices
will also obtain comments on the activity, market or other reloevant considerationg from missions abroad and
other federal and provincial departments, as applicable

Applicants will be notified, as soon as possibie. of the resuits or, in the case of an incomplete application, any
additional information requirements.

Companies cannot presume support untli written approval is obtained through the signed iegal agreement
No verbai assurances of approval can be provided at any time.

LEGAL AGREEMENT

Each approved PEMD application will have & legal agreement signed by the applicant company and the
Government of Canada which will specify the assisted activities, the activity period with the effective and
expiry dates, the eligible costs, the target market, the revenue/sales reporting requirements, the terms of

repeyment and other conditions.

If a company has separate legal agreaments covering the same target market area, all revenue/sales in that
area must be reported with respect to each legal agreement and repayment made accordingly.

CLAIMS

« Applicants are urged to submit their claim for payment (with a summary of the activity) as early as
possible after the activity has taken place.

+ Claims recoived later than 30 days after the activity period expiry date will not be accepted.

+  Only the specific costs covered in the PEMD legal agreement, and incurred during the activity period,
can be claimed.

»  Original recelpts must be provided for ali travel and other costs, or if this is not possible, copies, with a
letter certifying that they are copies of the originals, will be acceptable.

+  With respect to Capital Projects Bidding, if the applicant cannot provide hotel bills or receipts to
substantiate the per diem allowance claimed outside Canada, evidence acceptable to the program
administrator must be provided for the number of eligible days.

< Interim or progress claims are to be submitted, for all activites, at a minimum of every six months
during the activity period.

http://www.infoex port.gc.ca/section2/PEMD_other-e.asp 1/28/99
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PROJECT ACTIVITYMMARKET REPORT

At the conclusion of the aclivity period, coinctdentally with the submission of the final claim tor payment, the
recipient of assistance must also complete and submit a project activity/market report The repont form will
bo provided by the Inteinational Trade Centre with the exponse claim form The claim will not bo procossed
until a completed project activity/market report 13 also submilted

AUDIT PROVISIONS

All company revenue/salos/contracts and all expenditures claimed under PEMD are subject to audit at the
discrotion of the program administrator

The right to audil is established in the contributlon legal agreement, signed by the reciplent and the
Government of Canada

Back to PEMD's Main Page

© Depurtment of Foreign Affairs and International Trade,
Junuary 1099 g
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ANNEX Program Contacls

<

e Export |
ANNEX: Program Contacts

INTERNATIONAL TRADE CENTRES

ALBERTA

Canada Place, 9700 Jasper Ave., Suite 540
Edmonton, Alberta T5J 4C3

Tel.: (403) 485-2944 / Fax: (403) 495-4507

510-5th St. S.W., 11th Floor
Calgary, Alberta T2P 382
Tel.. (403) 292-6660 / Fax: (403) 292-4578

BRITISH COLUMBIA

300 West Georgia St., Suite 2000
Vancouver, British Columbia V68 6E1
Tel.: (604) 666-0434 / Fax: (604) 666-8330

MANITOBA

330 Portage Ave., 8th Floor, P.O. Box 981
Winnipeg, Manitoba R3C 2V2

Tel.: (204) 983-4540 / Fax: (204) 983-2187

NEW BRUNSWICK

1045 Main St., Unit 103

Moncton, New Brunswick E1C 111

Tei.: (506) 851-6452 / Fax: (506) 851-6429

NEWFOUNDLAND

Atlantic Place, 215 Water St., Suite 504
P.O. Box 8950

St. John's, Newfoundland A18B 3R9

Tel.: (709) 772-5511 / Fax: (709) 772-2373

NOVA SCOTIA

1801 Hollis St., P.O. Box 940, Stn. M,
Halifax, Nova Scotia B3J 2v9

Tel.: (902) 426-7540 / Fax: (9C2) 426-5218

ONTARIO

Dominion Public Building, 1 Front St. West, 4th Floaor

Toronto, Ontaric M5J 1A4
Tel.: (416) 973-5053 / Fax: (416) 973-8161

PRINCE EDWARD ISLAND

Confederation Court Mall, 134 Kent St., Suite 400
P.O. Box 1115, Charlottetown, PE! C1A 7M8
Tel.: (902) 566-7443 / Fayx: (902) 566-7450

QUEBEC

5, Place Ville-Marie, 7th Fioor, Suite 700
Montreal, Quebec, H3B 2G2

Tel.: (514) 496-INFO / Fax: (514) 283-8794

http://www.infoexport.gc.ca/section2/PEMD_annex-e.asp
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or
FEDERAL OFFICE OF REGIONAL DEVELOPMENT (QUEBEC)

Abitibi-Témiscamingue Reglon

8086-5th Avenue

Val d'Or, Quobec J9P 1B9

Tel.: (818) 825-5260 / Fax. (819) 825-3245

Bas-Saint-Laurent/Gaspésie/lles-de-la Madeleine Region
212 Belzile St., 2nd Floor

Rimouskl, Quebec G5L 3C3

Tel.: (418) 722-3282 / Fax: (418) 722-3285

North Shore Reglon

701 Laure Boulevard, P.O. Box 698, Suite 202B
Sept-iles, Quebec G4R 4K9

Tel.: (418) 968-3426 / Fax: (418) 958-0806

Estrie Reglon

1335 King Street West, Suite 303
Sherbrooke, Quebec J1J 2B8

Tel.: (619) 564-5905 / Fax: (819) 564-5912

Lavzl/Laurentides/Lanaudidre Region
2540 Daniel-Johnson Blvd., Suite 204
Laval, Quebec H7T 2F3

Tel.: (514) 973-6844 / Fax: (514) 973-5851

Mauricle/Bois-Francs Region

Place du Centre

150 Marchand St., Suite 502
Drummondville, Quebec J2C 4N1

Tel.: (819) 478-4664 / Fax: (819) 478-4666

Mauricie/Bois-Francs Region

Le Bourg du Fleuve

25 des Forges St., 4th Floor
Trois-Rivigéres, Quebec G9A 2G4

Tel.: (819) 371-5182 / Fax: (819) 371-5186

Montérégie Region

1111 St-Charles St. West, Suite 411
Longueuil, Quebec J4K 5G4

Tel.: (514) 928-4088 / Fax: (514) 928-4097

Montréal Region

800 Square Victoria, Suite 3800, P.O. Box 247
Montreal, Quebec H4Z 1E8

Tel.: (514) 283-2500 / Fax: (514) 283-3302

Outaouais Region

259 St-Joseph Blvd., 2nd Floor

Hull, Quebec J8Y 6T1

Tel.: (819) 994-7442 / Fax: (819) 994-7846

Québec/Chaudiére-Appalaches Region
905 Dufferin St., 2nd Fioor

Quebec, Quebec G1R 5M6

Tel.: (418) 648-4726 / Fax: (418) 648-7291

hitp:/mww.infoexport.gc.ca/section2/PEMD_annex-e.asp
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Saguenay/Lac-Salnt-Jean Reglon

170 St-Joseph St. South, Suite 203

Alma, Queboc G8B 3E8

Tol - (418) 668-3084 / Fax: (418) 668.7584

SASKATCHEWAN

119-4th Avenue South, Suite 401
Saskatoon, Saskatchewan S7K 5X2

Tel.: (306) 875-5315/ Fax (308) 575-5334

6th Floor, 1919 Saskatchewan Drive
Regina, Saskatchewan S4P 3V7
Tel.: (308) 780-6325 / Fax: (308) 780-6679

INFOCENTRE

~or program application forms, or for general trade inquiries,

cail toll-free: 1-800-267-8376
Ottawa area: (613) 944-4000
Fax: (613) 996-9709
FaxLink: (613) 944-4500

E-mail: sxcl,engserv@extott09.x400.gc.ca
Back to P! ID's Main Page

© Dapartment of Foreign Affairs and International Tiade,
January 1999
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What s New

| Agent Contract

| AGREEMENT
| Between:
I CONTINEX

| REPRESENTACIONES S A
i (Agent)

Co?otructlon?!ﬁvglnutingi TR
= 4 "4 Related Services T S

Site Map Feedback About Us Frangals
EZXIZON strategis
nformator by Sectof
nstruction, Engineenng and Helated Services

Public ation Date - 1998

REPRESENTATION

THE "CABOSSE.

: And:

| EXPERCO LTD
i (Consultant)
Il The following representation agreement between Continex

Represeitaciones S A (Agent) and Experco Ltd. (Consultant) for the
country of Costa Rica will be requlated by the following clauses

The Agent will act as Representative of the
Consultant in a mutually exclusive agreement for
all intended projects
The Agent will provide his services to the
Consultant in such aspects as commercial
procedures related to the obtention of the contract
or contracts and local contacts. Also the Agent will
promote the expertise of the consultant as well as
to keep him informed about opportunities in Costa
Rica
The duration of this "Agreement” will be for one
year after the date of signing, and its renewal wll
be automatic unless there is sufficient reason for
one party to cancel this "Agreement” and the
reasons will be explained via certified mail prior to
the expiration date

» In case of an early terminaticn of this "Agreement”
the Consultant will compensate the Agent for the
project that has been initiated during the validity of
it
The Agent will obtain a 5% commission based on
the net* (fees minus expenses) value of the
contract. This amount couid be negotiated
according to the requirements of the specific
project

+  The commissior will be paid after the Consultant
receives payment from the client

http://strategis.ic.gc.ca/SSG/ce01288e html
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+  The Consultant will reimburae the Agent, at costs,
all expenses reloted to communications such as
totephano, fax, courier as woll as other locol
expenses that are deomaed necossary for the
Congultant presentation ond/or hegotiations

+ "Netvalue = Total value - expenses
‘Expenges o Plano tickets, hotels,
meais, sub-contracts

+  Signed in two uriginals, on March
the 31, 1603

EXPERCO LTD CONTINEX Rt PRESENTATIVES § A
Michel Bourbeau, ing. Enrique .olor Jogo, ing
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{ Inflation rate (%)

| 154 | 1

27 | @89

l

81 | 668 |

The Market (1995)

Commercial Relations With
Canada ('95)

Population
GOP per capita
Main impons
Main exports

14mn

U8s4. 729
Intermediate goods
(46%,)

Mining (49%

Cdn exports to Chile
Cdn impona From
Chile

Canada's Market
NShare

[Main Cdn exporto

Cdn $368 1mn
Cdn $278 9mn

1 8%

Machinery & Parts
(22%)

400
300
200

100}

Canadian Trade with Chile

1992

Hy
(# EXPORTS

1993

1994

1995

<
.’ mrorrs

Balance Of Payments (US$bn)
1992 | 1993 | 1994 | 1895 }1986(est.)

Exsorts 11 6.3 4.2 8.5 7

impons 154 | 127 8.9 8.* 6.6
Trado Balance 8 -1 7 1.4 -.6
Current Account Balance -7 -2.1 -8 2 -2.1
{Reserves (months of imports) 7.9 7.8 9.7 8.3 7.7
External Deobt (over 1 year) 155 | 16.2 | 179 | 18.3 18.5
Short-torm debt (under 1 year) 3.5 3.5 3.9 3.5 3.3
Daobt service ratio 21% | 23% | 19% | 26% 22%

CHILE ISSUES

«  Prosident Frel has a mandate to govern untii 2000. Pro-free-trade and
market-oriented policies are expected to continue. Due to widening splits in
the governing coalltion, h-wever, the implementation of new reforms may
slow considerably,

+ An early convert to economic reform, Chile began with the transformation to a
more open, internationally competitive economy in the mid-1870s. Chile
currently produces over 25 percent of the world's copper, nut was oniy abie tc
partially offset this year's price decline with increased production. Despite
attompts to diversify, exports are stili concentrated on commodities, with
copper, fish meal and celiuiose accounting for more than 50 percent of total
exports. Price declines will reduce the vaiue of exports in 1996, and last year's

rittp //strategls ic.ge.ca/S8G/ce01290e htmi
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trade surpius wiil be transformed into a deficit.

« Chiie Is actively pursuing trade accords with its major trading partners. Free
trade negotiations with Canacda are ongoing, and could lead to eventual
accession to NAFTA. Meanwhile, Asian links are being forged along with
membership to APEC. In June, Chile signed a trade and investment
agreement with the EU and became an assoclate member of Mercosur, the
customs union between Argantina, Brazi!, Paraguay and Uraguay. As an
associate member, Chiie wili trade freely with Mercosur countries - after an
elght year transitiun - but will retain its externai tariff structure and its ability to
act unilaterally in trade arrangements with third countries.

+  With a domestic savings rate in excess of 25 percent and a well developed
financial system, Chile has financed much of its recent investment from
domestic sources. This limits Chile's externai debt since it is not dependent on
external capitai to the same extent as Argentina and Mexico.

+ Foreign investment in Chile has averaged about 6 percent of GDP over the
past three years. In the first half of 1996, new foreign investment was 23
percent higher than the same period iast year, at US$2.7bn. Of the totai,
US%1.9bn was direct investment, indicating the steadiiy increasing
international awareness of, and confidence in, the strang Chilean economy.

« The economy is ‘undamentaily solid. It has grown for 12 consecutive years,
infiation and unempioyment are trending downward and the government has
generated a fiscal surplus for the last 9 years. The balance of payments is
heaithy and foreign exchange reserves are close to US$15 bn.

« The political and economic outlooks are positive in the shurt and medium
term. Short-term interest rates could remain high as the government ensures
economic growth remains at a manageable pace. Investment flows are
expected to remain strong in the long-term.

COLLECTION EXPERIENCE |EDC-EXPERIENCE & ATTITUDE

|Usual Trading Terms: Fuli range of Short-term: Experience gond. Open

terms commaon, without restrictions.

nOveraII Experience: Good Medium/Long-term: Good. Open
Line(s) of Credit: Banco O'Higgins

US$10mn, Banco Sudamericano

US$10mn, Compania de Telefonos de

Chile LJS$15mn.

Credit/Financial Issues: None Foreign Investment Insurance:
Case-by-case.

hitp://strategis.ic.gc.ca/SSG/ce01280e.htmi 1/28/99
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| CASE STUDY
| EXECUTIVE SUMMARY

: "
I The Rio Hondo case study ; M
| outlines the identification, m[ —

i development, financing,

| construction and operation of a

i 15 megawatt mini hydro plant on
| the Rio Hondo river in a Central
i American country. The prc,ect is based on the BOO
(Build-Own-Operate) model and does not have any participation from
| the national government

| IDENTIFICATION STATION

{ It all began with a Government of Canada mission to Certral America

| organized, at the time, by Industry Science and Technology Canada

i (now called Industry Canada) (| 6). Experco Limited had been invited
to participate on this mission on the basis of its long term interest in
international development and its new involvement in Latin America

| particularly in Mexico (17) A dozen Canadian companies were invited to
i join ISTC on a week long visit of which the Central American country

| was an mportant leg

The Canadian embassy organized a number of meetings so that
companies could identify potential partners and projects. A cocktail
party was organized and held at the Trade Commissioner's office. A
stress-free social setling is an excellent opportunity to meet with the
embassy's personnel (I5), Canadian colleagues interested in
developing a given country (I3), some IF| representatives, which, in our
case, were the Inter-American Bank and Wor'd Bank representatives
(15), government authorities (15), and local businessmen interested in
acting as agents for Canadian companies (14)

We had all learned, at a previous IDB meeting (15), that a large water
treatment project had been accepted by |IDB and that an international
bid would soon be opened for tender. The project was for the study and
design of water treatment plants in the vicinity of the capital city. These
type of projects are part and parcel of Experco’'s marketing strategy . It
seemed viable and we felt that we could compete. The development of
a project in an unknown country is a daunting task. Our lack of
knowledge about Central American regulatorv, technical and financial
issues for a large project was apparent. It was clear that we were
incapable of competing without help. The solution was that an agent

http://strategis.ic.gc ca/SSG/ce01291e html 1/28/99
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would be required to provide information and guide us. (14)

We returned to the embazsy and had a long discussion with the
commercial officers, described our organization, gave them a few
copies of our French, English and Spanish brochures, informed them of
our strategies in international development and finally mentioned our
interest in participating in the water treatment projects. Finally, we all
came {o the same conclusion that an agent was necessary ia order to
give us a chance to win the project. It was decided to invite some of the
best-known personalities that may be interested in representing
Experco to the cocktail party.

We were introduced to a well-known Central American personality by
the second commercial secretary. The person spoke English, which
was good for us, as we werg only beginning to learn Spanish. That
person was already representing other Canadian firms but in other
sectors of activity which only proved to us that the person knew the
Canadian culture and had a track record of doing business between
Canada and the Central American country. The fact that he was
recommended by the Canadian embassy gave us the feeling that he
was our person.

On our return from the Central American country, we began negotiating
and preparing a contract (Caboose) between the agent and Experco.
Following discussions, which were in fact, relatively easy, we came to
an agreement and formalized a two year contract based on
commissions and not on retainer fees. It is important to ....derstand that
Experco is not a very large international consulting firm and does not
have the capacity to pay large sums of money for agents in the field.
We prefer not to pay any retainers but to pay higher commissions to an
agent upon success, covering only expenses like phone calls, faxes,
lunches, etc. Even though this approach may appear appealing to
Canadian firms, its main problem is that it is not easy to find an agent
that believes in you and in your company; an agent that is not waiting
for a weekly pay to live on and an agent that is willing to spend some
time promoting your company through their other activities. What
usually happens is that you find an agent that will accept your
conditions of being paid on commission, but often will eventually get
tired of not receiving money for work considered very time consuming.
This particular point must be addressed from the very beginning with a
potential agent.

BY NOW, WE HAD AN AGENT AND ALEAD TO A
PROJECT.

For many months, the agent and Experco worked on establishing a
proper working relationship. We visited the Central American country
regularly and the agent came to our office to learn about our operations
in order to be in a better position to represent the capabilities of
Experco. In short, we developed a trust relationship.

During these many months, we studied the Central American country's
culture and it's idiosyncrasies as we prepared for the coming bid for the
treatment plants. With "International Centre for Project Management
G.P." (IA - Provincial programs), we invited two technicians from the
executing agency of the project to Montreal, where we spent two weeks
together. We returned to the Central American country and
accompanied by one of the two technicians that had come to Montreal,
visited many similar treatment plants so that we knew how they werse

http://strategis.lc.gc.ca/SSG/ce01221e.htmi
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designed in the Central American country.

Wher: the bid was tendered, we prepared an excellent proposal. We
had our agent review it to check all the legal details and finally,
presented it. However, we were rejected for a minor technical fault and
did not even make the short list.

We flew back to the Central American country, met with our agent and
the executing agency’s representative which had "executed" us. We
were in a position where we could have proceeded with a lawsuit as it
was an unfair decision. We made one last poiitical call, but finally we
had to accept that we had lost a year of work.

Before departing from the Central American country, our agent, who
was as disappointed as we were, asked us if we would be interested in
a Build-Own-Operate project (BOO) for a minihydro power plant (18).
He had a friend who owned a power purchase agreement (PPA) from
"Instituto de Recursos Hidraulicos y de Electricidad" ({(RHE) and was
looking for possible investors Including an operator.

We knew very little about BOG's, but understood that the process
would require that we finance parts or all of the project. Again, the size
of our firm and lack of venture capital funds discouraged us from taking
part in a BOO project, but as the energy sector is one of Experco's
strong point, we decided to pursue the opportunity.

We met with the president of "Rio Hondo Corporacion”, a large
company in the Central American country involved mainly in producing
fertilizers! The president, an elderly Central American, whom had
graduated from McGill University in Montreal in the late 40's, had
obtained a PPA for 15 years with IRHE and wanted to align his
company with a Canadian firm with the right technology and capacity to
finance and operate a minihydro piant.

We did not have the capability to pursue the project unless we
identified a partner. We felt that we had a potential candidate in an
individual whom we had gotten to know over the years in Latin
America. This individual was originally a competitor but had just begun
a new position as the Latin American director of a large Canadian Utility
Company (CUI). His strategy was that he was prepared to look at any
project where a PPA was available.

In our discussions with the owner of the Rio Hondo Corporacion, we
expressed our interest and stated that we would analyse all the legal
and technical documents available in order to make a go/no-go
decision within two weeks.

A PROJECT HAD SUCCESSFULLY BEEN IDENTIFIED

Time Frame: It had taken us more than two years of work and visits to
the Central American country to identify a serious project that did not
require a risky bhidding process.

Financing: To help finance these two years of project identification, we
used three sources of financing :

http://strategis.ic.gc.ca/SSG/ce01291e.html 1/28/99
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» Principally, our own resources

+ APEX (Quebec) program (lA - Provinclal Programs) for our first
visit to the Central American country which paid part of our
plane tickets

- PEMD-Market Development Strategies (IA) to implement our
marketing strategy

+ PEMD-Capital Projects Bidding (DA) to introduce our bid for the
water treatment project, which we iost

EVALUATION STATION

On our return from the Central American country, we immediately
contacted our friend at CUI. We informed him of the general detalls of
the project and of the existence of the PPA. Immediately CUI
expressed interest mainly because we met with most of their
pre-requisites.

A small committee of three people was formed with members of CUI
and Experco to evaluate our chances.

The first general considerations were quickly reviewed : The Central
American country interested all the partners because it was a country
with sound policies, freedom, political stability, an urgent need for
energy (CUI had a report showing the increasing energy requirements)
and there were no doubts on the convertibility of the currency (the
American dollar). We knew that EDC would not be interested in
financing projects in that country, which meant that Canadian banks
would almost certainly not venture there. We spoke Spanish and most
people at Rio Hondo Corporacion spoke English so there were no
language barriers (E1).

The project fit with the CUl's and Experco's global development
strategies (E1) . Experco had experience in the engineering of dams for
many years with Hydro-Quebec and had even built it's own minihydro
plant in Quebec (5 Megawatts).

From the documents presented to us by Rio Hondo Corporacion, we
learned that it was a 14 MW project, at an estimated cost of $ 20
million (US). The size of the project suited us all perfectly; CUl had the
capacity to be involved in a much larger project but, as it had no BOO
experience, it preferred a smaller project to start with. The project size
was also a factor for Experco which did not have the financial capacity
to develop larger projects and also did not have the liquidity to inject a
large amount of equity (E1). A quick calculation was made : it was
estimated that if the $ 20 million was the correct project cost, there
would be a need for 25 % in equity ($ 4 million). Of this, the Central
American participation would be 50 % and the Canadian participation,
50 %. The Canadian share would therefore be approximately $ 2
million (US). If Experco were to have 20% of the 50%, that would mean
that we would have to invest $ 400 000 (US) as equity, which was
acceptable to us (E1).

The Central Americans had given us a fair amount of legal and
technical documentation which, after a quick review, indicated that the
project was fairly advanced. In fact, to get the PPA, the Rio Hondo
Corporacion had already done a feasibility study through a Central
American consulting firm and preliminary drawings were included. We

http://strategis.ic.gc.ca/SSG/ce01291e.html 1/28/99
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were satisfled that much effort had been made. This meant that we did
not have to stait from scratch, which wouid have been both time and
money consuming. The Rio Hondo Corporacion had signed a 15 year
PPA, of which, a year had already passed. We knew that it wouid take
a minimum of one year to study, negotiate, finance and buiid the dam
which meant that the PPA wouid have a usefui life of a maximum of 13
years. We were satisfled that the project was sufficlently advanced for
our purposes (E1).

A very positive aspect was that there would be no competition. We had
decided to get invoived in the project only if we could rapidly negotiate
an exciusivity agreement with Rio Hondo Corporacion. A few phone
calis to the Central American country told us that it would be possible
(E1). It became evident that with CUI as an associate in the project,
with its reputation as one of the best utiiity menagers in the worid, we
had a definite advantage (E 1) and Rio Hondo Corporacion was clearly
impressed.

After having considered ali of the above, WE DECIDED to put more
resources in evaiuating our chances.

We gave ali technical documents to technicians of both CUi and
Experco for a concise but serious analysis of the documents (E2).
Being specialists in the fieid, they quickly came back to us with their
comments which can be summarized as follows :

« the existing feasibility studies were quite good;

« the project is technicaily possibie, which meant that It appeared
possibie to produce 14 or 15 megawatts with the available
quantity of water given the height of the fall;

- the project, as presented by the Centrai Americans, was
over-designed. A lot of money couid be saved by simplifying the
structure of the plant and getting rid of unnecessary
"decorations”;

+ we could probably produce more energy with a better selection
of turbines, although, this would mean a higher cost. Rio Hondo
Corporacion had bought a second hand turbine on the scrap
market and had done their study with data based on that turbine,;

« the suggested construction methods appeared complicated and
demonstrated the necessity of having a very experienced civil
contractor;

« all-in-ali, the project appeared technicaily viable.

After having received the confirmation that it appeared technically
viabie, from the technical people of both parties, it was decided that we
had to make a field trip to verify on site if the feasibility studies truly
represented the situation.

A team of engineers was sent on the site to check out the existing
feasibiiity studies. We had the team accompanied by a team leader
who would begin negotiating general clauses of the project, verifying at
the same time some of the doubtful financiai and legai considerations
(E3) raised earlier in the study of the General Considerations.

After returning from the site, it was apparent that the project was
technically feasible. Many technical improvements were possible but
none compromised the project. The only serious point of contention
were the rights-of-way which supposediy had been solved by Rio
Hondo Corporacion (but which seemed to be a grey area).

http://strategis.ic.gc.ca/SSG/ce01287e.html 1/28/89
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The environmental runoff required by IRHE {o gusianies a minimum
flow downstream was also problematic but the enginesrs wers gf the
opinion that, by changing the turbines (two smaller ones inslead of
one), we could meet {he minimum runeff requiremsnt,

Therafore, tachnically, the project appeared viable

The team leader began some preliminary financial analysis ([3) on
site. Software exisls whereby one can make a quick prekminary thetk
on the financlal viebility of such projacts {alihough, it is wise fo ploceed
more carefully as the project planning advances). Taking into account
the cost of the project, the quantity of energy produced, the value per
kilowatUhour of the energy seld In accordanca with the PPA, the
remelning length of the PPA, equity participation, remaining delA and
probable Interest rates, the yield of the project was rapidly verifisd,
(NOTE : As a first slep, it is probably best to calculate 8 project's IRR
after tax but before finaneing g0 a8 to gauge the piojects intinke
profitabllity. Sensitivity runs based on various financing scenafics can
ba run later, 8t the appropiiate tima).

The preliminary economie and financis! sludes showed a very
profitable and firanceable project. The US dollar was the cumency. An
exit tax had to be consldered on profits sent abyoad {(here usually {s
one). There did not seam to be Insurmountable cbstacles ki it wae
evident that we would need a local fegal firm (MN1) 1o help us wéth the
Intricacles of the Cenlral American countiy's legal systam.

On the political and social aspacts of the project {[14), being asscoiated
with a very wall established local firm, wa felt secure that we wonld
have enliles with IRHE, We sven begun negoliaticns 1o lengthen the
PPA from 16 lo 20 years (N2). Even though, we wefe gvenng
guarantees, we ware oplimistic, We did not consider ihis possibitly in
our financial studies,

We had known from the very beginning thal the Central American

county needed much energy, therefere, intdnsio demand was notan

i?“‘ Rv:iher, wa neverwere preoccupied with the pokiical instabikiy ¢f
8 gouniry,

In addition, we even hed negoliated a first Memorandum of ,
Understanding (MOU) with the Central Americans in which the genesal
torms had been sgread upon (D1).

After all consldarations, WE DECIDED to go a step furlher and deveicp
the project. There were still some unknowns, but wa feli capabla of
menaging thesa,

Tine Frama: It took us no more than one month 1o cemplele e pat
of the project

Financiag: We only used our own resources for that very ahon stalicn

DEVELOPMENT S8TATION
Assembling a team (D1)
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We 'ware ready.
Propare for negotiations (D5)

A committee had been formed to prepare for negotiations with our
Cantral Amorican partners. We knew it would be difficult.

But first, wo renegotiated between ourselves some smaller detalls and
chocked if we were still all ready to llve with the consequences of our
proposol Equity sharing was a problem. So as to meet the financlal
critaria normally roquired by banks (adequate debt/equity ratio, stand
by finance, reserves for repayment, debt service ratlos, etc.) and to pay
our Central American partners the up-front money wouid take a
considerabie arnount of funds. The Central Americans felt that they
deserved cash to defer the costa of obtaining the PPA. The total equity
needed was more than double what we had expected. This created big
problems for the consulting englneering firms involved, given that the
nature of our business does not usually produce a hefty equity base.
Woe left the case open and did not sign a final MOU, which we should
have done.

Many points remained to be discussed with our partners, points which
had boeen left open for the lack of a good compromise, and others that
wo thought had been resolved but were not, according to them.

Woe travelied back to the Centrai American country.

First, on the engineering side, we advised our local partners that we
wanted to change the technical concept of the project and that we
brought with us all the technical documents to confirm our choices, this
saving $ 1 million dollars.

We were turned down flatly.

On the legal side, we advised them that we had assembled a team
composed of CUI, two consulting englineering firms, one civil contractor
and one equipment supplier, which would form a Canadian company
acling as thelr Canadlan assoclate in the Central American company to
be formed.

We were again turned down flatly because for one thing, they could not
see why we needed to have a civii contractor in the group, while there
oxisted very good ones In the Central American country and secondly,
they could not accept that the construction job was going to be given to
our construction and supplier partners without an international call for
bid, even after we had explained that, at best, we were left with only a
12.5 year time frame according to the PPA and for that reason, we
could not lose six more months in the preparation of bidding documents
and a call for bid, and thirdly they could not accept getting stuck with
this second-hand turbine.

On the financlal side, they advised us that they could find better
financing locally In the Centrai American country than the financing we
had found In Germany and in Canada. They were very critical of our
financial structuring which they found costly.

We had worked extremely hard in devsloping trust among ourselves
but had not done the same with our Central American partners. A
cuiture shock ensued. The project froze. We could not come to a final
MOU after more than one year of work. The team members were
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shocked and the relationships became strained.

WE DECIBED to stop the development of the project and cancel the
consortium.

We had gone wrong mainly in the first MOU signed with the Central
Amaricans. The terms were too evasive and had not correctly identified
their weak points, such as the seccnd-hand turbine, for example. We
had under evaluated the stubbornness and negotiation strength of our
assaociate. A tough lesson.

FINANCIAL ENGINEERING

During the first phase of the project's development, when it was being
ied by a consortium of Canadian firms, the pian had besn o put
together the debt through a combination of various Canadian and
Central American banks. In order to convince the Canadian banks to
take a project risk in Central America, it would be essential to bring in
EDC either as a project lender (85 % of the Canadian export value)
alongside the banks, or as a guarantor of the bank lending (limited by
EDC policy to 75 % of the above 85 %).

The consortiums approach to the project failed before any
commitments to finance had been secured. Indeed, our failure to obtain
such commitments was one of the main reasons the Central American
side reacted with such disappointment to our overall proposal.

When CUI later returned to the project, this time without Canadian
equity partners, it returned to the official export credit agency with a
view to a fresh start at building a financing package. It quickly became
clear that for reasons of country debt arrears, the agency would not be
willing to lend more funds into that market.

In order to buiid a financing package from scratch and within a time and
cost frame acceptabls to CU!, to the potential lenders and to the
Central Arnerican authorities, it was decided that a thorough and
professional project information package would be developed quickly.

From a financing point of view, the first step was to engage
independent project finance advisers to supplement CU!'s own in-hause
abilities (F1). The advisers would help with advice on cash flow and
project profitability (the eventual lenders to the project will ask what
independent advice has been sought), as well as with the design cf the
financing structure and the eventual sourcing of funds.

The first step taken was to review project costs and expected
profitabllity. The resuits showed that the project cost (pre-financing)
would be $20 million (US) and that, through various rearrangements of
project characteristics, it would be possible to raise the project IRR to
22.5 %, with a project ROE of over 25 %.

The improved, albeit still marginal rate of return, persuaded CUI to
improve the debt equity ratio from 75/25 to 65/35 and to declare a
willingness to put up at least 51 % of the required equity and to go as
high as 70 % of the equity requirement, if necessary.

This confident attitude displayed by a player of the considerable size
and international reputation of CUI was well received by the potential
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long term lenders which aiso favourably noted CUl's announcement
that it would require a completion guarantee from the Canadian
contractors.

The persuasive nature of these commitments on CUl's part was such,
that the Central American authorities convinced that CU| was capable
of doing the job and anxious that power be brought on stream as soon
as possible, finally agreed to provide a full 15 year concession from the
date of commencement of construction, as long as financial close was
attained within eight months. In addition, it agreed to sign a take-or-pay
contract on the basls of a rate formula to be negotiated.

CUI was now in a position to show potential lenders a weli prepared
rroposal. CUl's preferred strategy for raising the debt was to show to a
strong banking institution a statement of interest from the manager of a
leading public sector pension fund. This statement from the fund
manager gave comfort to the target commercial bank that the project
sponsor was indeed a dependable player. |n addition, the potential
lender noted the large market role of the pension fund and reasoned
that a loan to the project company might put the bank in a position to
act in cerlain markets for some of the fund's other activities.

Given the absence of the Canadian ECA, and that the ECA of a
European country had expressed a willingness to lend to the project
company in support of one of its nationals (which would be supplying
some instrumentation equipment to the project), it was decided to
approach a major medium term iender in that European country.

CUIl already had in hand, by this time, two Central American banks
willing to taie project risk on local currency loans covering aspects of
construction and lccal services.

The European bank was not easy to convince, but in the end, agreed to
lend the small amount guaranteed by its ECA as well as to syndicate a
much larger amount for the hard currency costs. The bank agreed to
make a six year loan (all-in) after negotiating certain additional
conditions with CU! and its Central American partners, including :

- Stand by finance of 20 % of project cost would be required, of
which 40 % would come from the lenders and 60 % in the form
of additionai equity pledges from the sponsors.

+ A reserve account worth six months' debt service would be set
aside in escrow.

* No debt would be advanced until 30 % of the equity had been
disbursed; thereafter, debt and equity would be paid in at equal
rates.

« No dividends would be payable until 60 % of the debt capital
had been repaid and then, at a rate which permitted all debt
service and reserve obligations to be met.

Given that CUI and its Central American partners had managed to
increase significantly the target ROE (over 25 %) and that they
expected to be able to proceed together from this project to one or two
others of similar nature, the project company was able to agree to the
lender's stipulations.

Hence, the final structure and sourcing was :

Project cost, including financing: $22m
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Equity (35 %): $7.7m

Debt (65 %): $14.3m
- European syndicate (6 ($6.8m)
years ) ($4.0m)
- Central American banks ($35m)
(6 years)
- Pension fund (8 years)

Stand by finance: $4.4m
- Lenders ($1.76 m)
- Sponsor's equity or ($2.64 m)
quasi-equity

In agreeing to proceed with this package, the project sponsors had in
mind the possibility of two important concurrent steps as soon as the
profitability of the project had proved itseif :

a) refinancing the bank debt with longer term debt, some
of which would be sought in the local market;

b) refinancing some of the equity with debt, such that a
debt/equity ratio of 75/25 could be attained, thereby
improving returns.

NEGOTIATION STATION

After months of negotiations, CUI won most of their points. The Central
Americans accepted the feasibility study with two turbines. They
accepted a no bid situation with the condition that the Canadian civil
contractor and the Canadian equipment supplier associate themselves
with a Central American partner in which they had full confidence, on
the condition that these contractors could not be associated with the
Canadian company.

The result of these negotiations pleased some and displeased others
and destroyed the little confidence that existed within the Canadian
group :

« The contractors and suppliers had won a large construction
project, even though they had to share a good part of it with a
Central American company. This was in fact not a bad thing for
they would have had to sub-contract a large part of it anyway,
and they did not have to put any money in equity in the project,
a prospect which they always had a problem accepting. So they
were pleased.

« The consulting engineers were re-invited to form a group with
CUI. They were left with a bigger part of the equity, which they
were not capable of meeting, having been kept mostly out of the
second round of negotiation because they were not implicated in
the debate and subsequently lost touch with the details of the
project. They could not participate. Thay were displeased.

»  CU!l had saved the day. They were pleased.

So, a formal Central American company was formed between Rio
Hondo Corporacion and CU!. The building contract was signed between
that company and the Canadian-Central American construction
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company after long negotiations on price and payment conditions.

OPERATION STATION

From the very beginning, it was clear that the nperation side of the
project had to be done by a specialist. That is why Rio Hondo
Corporacion asked for CUI's presence in order to demonstrate to
possible financiers that it had a very qualified operator on hand with the
necessary experience.

In fact, operating a mini-hydro plant is very easy and companies
smaller than CUI can very well do the job and probably at cheaper
price. However, bankers do not necessarily recognize this and usually
require a well-known operator. It is thus extremely important to have
the right operator on one's team from the very beginning. in the case of
the Rio Hondo project, having CUIl as an associate and thus, as the
operator, saved hundred of thousands of dollars to the project and
probably one year saved because the banks did not require a due
diligence study, which they would have required from others.
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EXECUTIVE SUMMARY

The Vedipatnam case study

outlines the identification,
evaluation, development and E w‘
financing of a 12,500 cubic metre “ —

per day potable water plant in
Vedipatnam (60 000), a suburb of
Bangapore (5 m.), India. The

| project is based on a Build-Own-Operate-Transfer (BOOT) model. The
willingness of the municipality of Vedipatnam to be an equity partner
was made clear from the very inception of the project

IDENTIFICATION STATION

Having dealt with the President of a potable water equipment
manufacturer (PWE) for many years, certain syhergies developed,

esp Ity since Experco Limited is a consulting engineering firm and is
in a position to recommend the firm’'s technologies and equipment to
our clients. We had developed a good relationship and we had both
been working with the Quebec government through various committees
in the development of a financing program that would assist Guebec's
project developers in the "Financial Structuring” aspect of a project |t

I was clear to both of us that we had similar goals for expansion into
foreign markets

Experco and PWE had been involved in Asia for sometime and should
the right project come along, we would develop it together

Experco and PWE had a particular interest in the Indian market having
formed local companies (14) with Indian associates Both had registered
to be officially recognized as an Indian company, and both had
completed a few contracts in India. We had won a project with the
Asian Development Bank (ADB)(I1) and PWE had won some private
contracts through competitive bids. These gave us a certain amount of
local experience and exposure

An Indian citizen, living in Montreal, who seemed to have good
contacts in India approached us regarding a possible project in India
He invited both my friend from PWE and | to a meeting o try to
convince us to hire him as an agent for this project

Being experienced people (this was not the first time that we had been

offered a miracle project so we certainly did not get very excited), we
listened intently to this person and following a question period and
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some independent investigation, we found that what he was saying
made sense. Of course, we did not accept to pay him anything or pay
supposed political contacts any amount of money. We agreed on an
agent's commission in the event of success (14), payable at the
beginning of the construction period.

We had identified a project

Time: This project was identified very rapidiy, considering the time we
had already spent in India working on other projects. Within one week,
we had an agreement with a new agent who had presented us the
project.

Development costs: We did not require any development money to
identify the project itself but we both had received a CIDA INC.
contribution to establish our companies in India : The grant covered all
the legal and technical costs of forming an Indian company. Without
this grant, we would not have been as well established in India and
probably not been recognized by our friend the agent.

EVALUATION STATION

The project on offer was a BOOT, which meant that we had to build,
own, finance and operate the water treatment plant for 20 years, at
which time we had to hand it over to the municipality. Neither of us was
a contractor, so we decided to invite a third party to our small group
(D1). We joined forces with a Quebec electromechanical contractor
involved in the international market and interested in developing the
project with us. (Usually, a team is formed only later in the
Development Station of a project, but we thought that by having a
contractor at this stage of the project, we could reduce the risk of
making an evaluation error. \We also needed a contractor to confirm the
correct construction costs) .

We immediately organized an evaluation missior to site, but prior to
leaving, we went through a checklist of general considerations (E2, E3,
E4) :

« The size of the project, more or less $ 10 million according to
our agent, was within our capabilities, plus the fact that the
manufacturer in the group could easily produce equipment for
that size of project.

« The project did not seem to be far advanced, so we could push
our technology.

» Several sources seemed interested in financing infrastructure
projects in India. There did not seem to be financing
impediments for this size of project. EDC was open to the
market on both a case-by-case and lines-of-credit basis.

+ We understood that there was to be no competition, and that it
would be a one-on-one contract with the municipality. Qur
personal contacts in India did not believe that this could be
done, so we asked that they obtain an cfficial answer from the
Central and State governments {N1). We rapidly received
confirmation that there were three legal ways of securing the
project :

1. A very quick bidding process (two
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weeks) after we had finished the
development of the project. Thus, we would
then be the only group capable of offering a
decent proposal. We knew that this process
was regularly used in international projects.
It had been tried against us before (but we
had doubts of its success in this
bureaucratic country);

2. The formation of an independent
private/public company in which the
municipality would be an investor. This
company could then legally act as a private
company according to indian laws which
meant that this formed company could
contract out projects outside the normal
municipal regulatory framework;

3. Owning the project 100 %, under a
Concession Agreement signed with the
Municipality.

« English is commonly used in business and government and we
had capable personnel at the local office,

« Even though it seemed that it would be a sole-source project,
bidding was still a possibility. We knew that we had a
competitive advantage because we were offering top-notch
equipment combined with competitive prices due to a low
Canadian doliar,;

+ We could allocate the necessary resources (The Quebec
provincial government had confirmed that they would contribute
funds through their " Apex Special " program );

+ Finally, the project was within our sector of activities.

When we decided that we were sufficiently interested, we travelled to
Vedipatnam and met with the local authorities to continue to evaluate
the project.

A day long meeting and site visit with municipal officials and technical
advisers provided the opportunity to evaiuate the technical aspects (E2)
of the project. The project was the construction of a water intake, a raw
water pumping station, a water treatment plant of a size to be
determined, the compietion of an already begun adduction system and
the construction of the necessary reservoirs. Technically, the project
appeared feasible without doing a lengthy study. In fact, a design had
been done with older techniology and construction had begun two years
earlier. Lack of planning and lack of funds had paralysed the project
which left us with some doubts on how the money was managed. We
could see footings and columns and iron bars, etc. In a few hours, we
knew that this was not a complicated project. The environmental
studies had been done and the municipality already had the necessary
permits. We had the expertise and technology to successfully complete
this project.

One of the interesting and encouraging aspects of the project was that
it was located in a "new” municipality, comprising a recent combination
of several existing communities, two or three of which contained new
high-tech computer firms and residential areas for their relativery
weli-off employees. It was also next door to a very large centre,
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Bangapore (pop. 5 in.).

The financial considerations (E3) foliowed. Because we did not want to
participate in a bid, the municipality's legal counseilors proposed that
we form a public/private enterprise in which the municipality wouid
inject equity in the form of its infrastructure and we would inject the
remaining cash required to finance the project. It made sense and the
three Canadian companies which had previcusly co-signed an
agreement document (D1) on how they would work together,
established the preliminary financial structure of the project.

it is necessary to discuss and define the role/purpose of the Canadian
consortium at this point of the evaluation period. Our consortium's
objective was to design and build the plant and not necessarily be the
owners. Experco Ltie wanted to do the design and supervision of the
work, the equipment manufacturer wanted to seli his equipment, and
the contractor to build the plant and the associated water network. We
did not feel we could participate without being owners or at least
co-owners. We had to get involved in the project as co-owners but at a
minimum level which meant that we would develop the project and try
to sell large parts of it to local and Canadian partners. We had to
complete a feasibility study of the financial structure for the company
that would own the plant and the project.

In addition, if we had to be co-owners of the plant and wanted to seli
large parts of the project, we had to demonstrate how the "operation” of
the plant could be made profitable.

We also did a preliminary financial assessment (E3) using our own
experience and with data from the municipality. We had been informed
of the potential growth curve of the municipality and of the financial
capabilities of the residents. With this data, we made some calculations
and found that the project made financial sense. Three factors were
considered :

1. The cost of the project was not a hindrance, as the
municipality already had studies on the subject. it was
decided that the package was worth $ 10 million;

2. The municipality was very confident that a $ 3 a month
charge for water was politically and financially acceptable
for iocal residents, because in parts of the Bangapore,
jocated just across the river from Vedipatnam, residents
were aiready paying $ 5 a month for potable water;

3. Intense population growth was predicted in the coming
years because Vedipatnam was slated for urban and
hi-tech development and already dozens of would-be
land developers were promoting important residentiai
projects in there. We met with several of these promoters
to gauge their interest and commitimient in developing
projects in Vedipatnam,;

4. We knew that EDC aiready had various lines of credit
in the country through local banks as well as willingness
to lend directly on a case-by-case basis. The Canadian
conient of a water treatment plant is high because there
are many machanical parts, so we could probably attract
financing from EDC, as long as we could persuade them
to take project risk.
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As for the political and social considerations (E4), the municipality had
to push this project forward because clean water was not availabte.
After speaking to a few local officials and businessmen, it was clear
that the majority of the community was behind the project.

Our EVALUATION of the project was done, we feit positive and upon
our return to Canada, we began to develop the project on an
ambitious schedule.

Time: It took us no more that two weeks to evaluate the project. it was
not a difficult task. We were specialists in these kind of projects and
because the project size was not too large for us we were in a position
to decide rapidly on its viabillity.

Development costs: The "Apex Special" had been accepted. The
"Apex" would pay for our expenses in evaluating and developing the
project. It would aiso pay for local consuitants that would be required in
the next stage of the pro, .

DEVELOPMENT STATION

The team was already in place (D1) which saved us a lot of time in
accelerating the development of this project. We feit confident that a
fourth partner would not be required, but on the other hand, we feit
weak on the financing side. We could build and operate the plant
without much difficulty, relying on previous experience but we iacked a
financial partner. We consulted a specialist on the subject but we were
too involved in other aspects of the project to take heed of his
warnings, or maybe it was that we were not accustomed to his
terminology to understand the Importance of his suggestions. We
should have paid more attention and continued with the specialist
instead of waiting until the end of the development station.

In order to obtain Canadian and Indian financing, the technical aspects
of the project would have to be developed to a certain point so that
investors couid feel comfortable. To achieve this, we decided to
proceed with a full technical study, inciuding the construction and
operation costs that we, acting as a construction and operation
company, not as co-owners of the plant, could guarantee to possible
investors. We were ready to be co-owners for a limited period and also
the buiiders of the project.

Upon our return to India, we began to gather all existing data, took
water sampling from the river and had them analysed, took appropriate
measurements, asked for local construction prices to compare with our
own estimates, etc. (see checklist in D4). We did a complete design
including the water treatment plant, the water adduction network with its
re-pumping stations and all required reservoirs. The design was
essential to give us confidence in our cost evaluations and to give
future investors, particularly Canadians that knew us, security in their
investment.

We gave particular attention to the operation costs of a water treatment
plant which are very high (¢nergy and chemical products mainly). So
we asked and were given unit prices for energy (we studied various
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alternatives) and for the chemical producls that would be reqicred (we
could establish with a high degies of confidence s guantiy cfeach

product required).
We f&gt very secure with the design and the eonslucticn and eperation
aspecls,

However, we had our doubls with ihe annual sa’es (volume and enl
prices), so we hired an Indian censuitant 1o do two separals sludes

1, The community's respense to a § 3 a menthwaler
chargs for high quality pelable water,

2, A realistio estimale for pepulaticn growth i the atea
{ihe first five years are the masl exitical).

Gtudy 1 revealed that thers was a hiph prebalatly thal peepleweost]
accept a § 3 a month cost forwalter lof many reascns

+ many of the neweomers woild coms fiom Bangapore whets
some peapls were already paying $8 amenth,

+ {he average income of woikers in Vedpalnamworld be
sufficiently high o egver such expenses,

+ many aclual residents were already payngmorethantte § 34
month for slore bought water.

Study 2 proved that population growih was edrmain pestefecilestion
and a significant figk, We did several finandlal shuiesand foupd that
high population growih was nesded {o cover sxpansesanipiovide e
project a decent iale of relum (i the case ¢l satmen plasiswiicham
not projecis that easily interestinvesicrs, il is necessary D hava adsla
of return Wigher thap 20%). The premclendd gveussulfceny
population growih, bul the projects profitalally dependedicomuihon
their projeciions, We needed a guaranies frem them (F4) fisinyled
them to put their money where therr mewth was and asked themio o
a trust fund and contribute §1 milicn {meney whithwouldcover
possible delays in their censtruction progiam) ARerscme aegoialions,
they accepled.

The alternative was that wa imit the prcject to the eouing, tieatmen)
and sale of waler lo the local waler distibuticn bosrd. (Tlesmighd
simplify the finsneing of the project).

Decause the municipakly, by law, hasto acceptihe uibanmaliongians
from promolers, we wanted to ba sure that e nel maycr e
munlcipality would nol stymie the develcpment e the mpnpatly i
polilical reasons. Therefore, we asked hal the mumepally Coaranlen g
part of the annual revenues for the sale ciwaler o ihe puti T Divate
enterpiise (F4), Wilh this guaranies, we wers surs i theewruiibe
no fooling sround about the grewth polentisl i the munepally The
municipehty sccepled our proposal,

Legally, we had 1o checkwith tha Glale governmantf wa had theaght
to bill § 3 a month for waler Go ws melwith the Misty and ciisnad
thelr regulation books, As il tumed oyt we ecddnolchargea Died fes
of § 3, but hed 1o charge & vaiialde fee covenng real cpaiatoneow's
Including profit and a fived fee for comstiurion eosts &R Enanen
bazed on real costs, This dig not hinder cur concet

hitp:/istrategls.io go.ca/55G/caD12020 il VehEs
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ki oo mﬁmm@smmwmﬁmmma
Mﬁmaﬁmw | Rnahiisd inslruments, the
wiakad seckad 55 rekaly oty Unarganzed in lerrms of privalized projects.
'gmmmwﬁa&mﬁﬁmmmmmﬁmmmyfé
faﬁ@ﬁéﬁéﬁ%@gﬁm , susspeching thal we would nel be abls
@mﬁ@%Mawmmmmmm;

En e feousad o largs @Mmmﬁ@ﬁam@x ishes in some

aopect of Bha ukiles pusensss. I the @%ﬂ;mmﬁ&%ﬁm the

@@«&m; "%WM@%%%W%&% ia&a %"ﬁbﬁm
Qﬁ BB

bty ey wain persuadad by the following pol

&

s Ty btk had axpensnce of [ndia and belipred thal recent
e sirpio efmenls weie feal and hete lo dlay;

8 fﬁﬁ%m%ﬁ@&%%&ﬁ%fﬁawm
Ll m%m@mmgmmm@m

posiar 13 laka "coslae-culer” baneit of other epporlunilies, if

3 ﬁ&@gﬁmmm&mmmmmiﬁw

@ﬁm‘mmg Tivs masnl thet they could hopa 1a clpse

mmm m&am@a&ﬁgmﬁmﬁmm

g ﬁﬁ%%%@%ﬁﬁgwm&ﬁ&émm
(o wgm%m&’é&miﬁﬁmmﬁﬁ%ﬁﬁﬁm§

a m@mwm@%ﬁﬁﬁ%ﬁfmg@ﬁﬁg%ﬁmm

o m ayects vinild probably i6

: g iy slapnent Cosls of @ 5050 bass. (Tivs oppatiunily

%?ﬂ&ﬁiﬁ?ﬁﬁ@ﬁ@ﬁﬁﬁﬁiﬁ%g&%@f%

Enuniasd paioer weuld hslp atliact lendors ot Rrancial clese,

Hommi s etves Bhe e partoers weds abls to afford the

sy slepinat cosle, they dacsdud they wouldn'l resor (o the fund

EARRE Ry BERRRY hacause #hie furd would foNre 4

ey stagneit foa ok Baancia dlose).

%ﬁﬁw mwﬁﬁﬁwﬁ&ém@ﬂaﬁﬁmﬁméﬁﬁm
i Q&ﬂﬁﬁﬁ%sﬁmmmw 15 % 1o aa Indian fim in
M%ﬁﬁéﬁ’%@%ﬁm e in Hha hands of the municipakly)
e gy B b ssbietactory teims fof e sl of our goods and sefvices,

T sulicmes on B angapane o whorn we intiaduced the new owners,
W oy Bhest Sin Al repdalion and agreed 1o fe-bpen
@kmﬁﬁﬁimﬁﬁéﬁ

fillomire Wﬁﬁ@@wﬁ@mf*g of the eventus! financial

o The pisit company woild bsld and own tha project for the
CEBRRR patiad,
# ﬁi%ﬁﬁﬁﬁ&ﬁﬁi%ﬁim & dhstibidion Drganzation
: 15 e asmishaldy 8t & foimuda f@%ﬁmﬁ’wﬁ}ﬁiﬁ {ake
5] @mﬁ%ﬁ epsabing coste, inflsion, Capdal rednvestment for
%ﬁgﬁﬂ f@%g% fave tha opkion for 10 yeais o buy
(3
L A Sy o pre-siranged teins;

Ahe woReR e g o8 BE a0 B3 M | 1128199
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»  The municipallty would malntain a reserve of six months worth
of estimated payment claims by the project company, first
access to which would be reserved to off-shore lenders;

+ if the municlpality ceased payments for six months, it would be
obliged to rapurchase the project company on pre-arranged
terms (since municlpalities are creature of higher levels of
governmeni, this proviso was more of a moral commitment than
an effective one, although It did create a legal right for the
projoct company to sue),

All reaponsibllity for operations would be contracted by the
project company to the partnership of two Canadian firms.

Principally on this basis, the new project owners were able to put
together the following financial package :

Equity (50 %)

Canaodian partners 51%

Indlan firm 15%

Municlpality 30%

Original consortlum members 4%

Debt (50 %)

s e e =

+ EDC - 85 % of Canadlan export value
» |ICICI {Indian projact lender) - the balance

CONSTRUCTION AND OPERATION STATION

Construction and Operatlon Is still pending.

Selactod Gloasaary / Bibliography / Agent Contract / Capital Projects Bidding /
Theoretienl Cana Studies / Return to Sitemap

Holp  Whats Now Sllemap Feedback AboutUs Francals Top of Page

Canadi

hitp://strategis.lc.gc.ca

hip /stratoglo ic ge.ca/S8G/ce012926.hmi

1/28/99






