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phasize the prevailing market conditions and the expected situation after the implementa-

tion of the project.

3. Project Area of Influence

Population trends and economic activities in the project’s area of influence.
4.Market Surveys and the Justification of the Project :

[) This section shall demonstrate and prove the need and the importance of the project to
the economy using micro and macroeconomic analysis, market surveys if needed. The report
should emphasise the prevailing market conditions and the expected situation after the im-
plementation of the project. Demand and supply projections with and without the project

shall be quantified with the proper parameters used in the projections.

) this section shall also contain the analysis of the degree of market competition and/or

concentration currently prevailing and the future prospects if applicable to the project.
5. Economic Analysis

[) Calculate the shadow “Economic” prices that can be used in calculating economic bene-

fits of the project.

[1) Modify the financial cost of the project: investment, operation and maintenance and re-
placement costs, to exclude any direct transfer payments (i.e. Taxes, subsidies, etc.) And to
include the shadow wage rates - if the labor market is not competitive - in addition to the

other economic prices of the inputs used in the production process.

[Il) Value intangible costs and benefits of the project if available.

Use the modified cash flows to calculate the Economic Internal Rate of Return (EIRR).

IV) Demonstrate the sensitivity of the EIRR to the changes in the value of the main variables.

V) Hightlight any additional unquantified benefits.
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Kuwait Fund General Requirements for the Preparation of

Feasibility Studies

For Kuwait Fund to be able to appraise a project which the Fund is requested by the govern-
ment concerned to assist in financing, the following information should be provided to the

Fund either in Arabic or English.
A - Economic and Financial Information
1. Country Economic Background

Provide information on the recent economic developments in the country using the most
recent economic indicators obtained from reliable sources. The information should include

the basic country characteristics, including:
* Available natural and human resources and their mobilization.
* Macroeconomic performance based on sectoral developments.
e Government finance within the framework of its fiscal policy.
* Financial sector performance within the framework of monetary policy.

e External position including the BOP and the external debt within the framework of the
government international trade policy.

The prospect of the country economy should also be demonstrated taking into considera-

tion the existing and future economic plans.
2. Project Justification

Demonstrate and prove the need and the importance of the project to the economy using

micro, macroeconomic analysis, and market surveys if needed. The information should em-
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Ratio analysis including at least one ratio on each main categories:
Liquidity: Current Ratio, Quick Ratio
Leverage: Owners' Equity / Total Liabilities, Owners’ Equity / Net Total Assets
Efficiency: Average Collection Period, Fixed Assets Turnover

Profitability: Return on Equity, Return on Net Total Assets

B - The Technical Section

1. Sector Information:

VI)

Vi)

An introduction about the importance of the sector to the country.
The authorities responsible for the sector.
Demands on the means of the sector and to which extent they are satisfied.

Description in detail about all means of the sector and sub-sectors (if any) with sta-
tistics running for the last five years, at least, and an explanation of the trend of the
statistics.

Effect of the means of the sector on the environment.

Sector budgeting and expenditures in the present country’s budget plan, and to what
extent they are satisfied and whether foreign investments are being utilized.

Future sector development plans and means to finance and execute them, and wheth-
er foreign investment is required.

2. Project Information:

1)
1)
1)

V)

Aim of the project.
Description of the project.
Components of the project.

Technical soundness:

g anij M Alel 2\ il

Note : Expansion/Rehabilitation Case:

It is important to note that if the investment is related to expanding or rehabilitating an ex-

isting project, then the financial and economic analysis must be based on the incremental

capital and cash-flow. This means that the analysis shall investigate two scenarios: WITH and

WITHOUT the proposed new investment.

6. Financial Analysis:

(This applies only to projects that can be appraised using the “financial internal rate of return”

as an indicator of viability)

1)

Investigate the expected stream of income arising from the expected product mix of
the project using the current prevailing prices.

Utilize the estimated capital investment required.
Estimate the annual operation and maintenance expenses.

Estimate any additional replacement cost that may be needed during the lifetime of
the project.

Use the above-mentioned parameters to calculate the Financial Internal Rate of Return

V)

VI)

(FIRR).
Demonstrate the sensitivity of the FIRR to the changes in the value of the main variables.

Calculate the break-even point and the appropriate production mix and level.

VIl) Review the tariff and/or pricing policy of the products to insure its adequateness if necessary.

VIIl) Present informative current and projected financial reports concerning the implementing

agency including but not limited to:
Balance Sheet
Income Statement

Statement of Cash Flows
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C - Project Implementing Agency Information (@) Principal engineering features, such as the type, location, capacity and charac-

1- The ministry or agency (or agencies) which is in-charge of the project. teristics of major facilities and their relationship to existing and future services.

2 - Establishing the ministry or agency (law or decree, date and number). (b) Justification of the criteria, standards, location and extent of the facilities pro-
posed as compared with those existing and other available alternatives.
3- The departments or divisions of such ministry or agency, with a description of their functions.
(c) Conceptual design or preliminary design and drawings of the elements of rec-

4 - Organizational chart for the ministry or agency. - . . .
9 yoragency ommended systems, sufficiently complete to provide a basis for reasonably-firm

5- Assisting government agencies, if any. estimates of the bill of quantities and costs.
6 - Supervision of the project execution. V) Estimated cost of the project, with detailed break-down into:
7 - Maintenance of the project. e Land acquisition
8 - Total number of the staff of the agency: e Civil engineering works
e Engineers and their classification * Electro-mechanical works
* Technical personnel * Supplies
e Other categories e Technical administrative assistance (training)
e Nationals and foreigners e Consulting services for design and supervision
9 - The possibility of assigning nationals to follow the implementation of the project. * Physical contingencies, and

10 - Shortage in the workforce of the executing agency, if any — how treated; *  Price contingency.

e Staff training (It should be noted that all costs must be broken down into local and foreign currencies. The

.. . . cost estimates should also refer to the basis on which the costs are estimated.)
e Training centers and how financed, if any

e Future plans for training VI) Financing plan of the project.

11 - The possibility of establishing a full-time unit to supervise the implementation of the project. VII) Project implementation times schedule.

oo . . L . VIII) Possibilities of future expansion.
12 - The possibility of formulating a unit to operate and maintain the project.

IX) Effects of the project on the environment.
13 - The agency managing the project, if different from the executing agency.
X) Operation, maintenance, and training requirements.
14 - Similar projects carried out by the executing agency.
Xl) Institutional requirements (facility management and financial management).
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D - The financial Structure and Performance of the Implementing Agency:

(This section is applicable only to the cases in which the implementing agency is an auton-

omous entity and proven to be of legal and financial independence from the government,

or wherever it is recommended to establish a new independent agency for the proper im-

plementation and operation of the project and such agency will rely substantially on its own

resources.)

1) The analysis of the financial structure and the financial performance of the implement-
ing agency for the last five years, if applicable. The analysis should be based on the au-
dited financial statements of the agency. The analysis shall indicate the agency’s major

accounting policies, fixed assets accounts details, short and long term debt obligations,
equity details, etc. The analysis shall also include the major financial ratio indicators.

2) Projected financial statements for the implementing agency during and after the imple-
mentation of the project. Such projections shall be done with the objective of assessing
the ability of the implementing agency to service its existing and the new debt arising
from financing the project. The projected financial statements shall cover at least 5 years
of operation and shall include projecting the following statements:

¢ Balance sheets,
* Income statements,
e Sources and applications of funds statements.

e The information should include the basis and assumptions for the projected financial
statements.
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