Appendix # __

to the Instruction of the Minister of Economic Development and Trade of the Republic of Tajikistan
#__ of “__” ______ 2009 

Rules 

for development of business plans and (or) investment projects to be submitted for 

obtaining the status of the subject of free economic zone 
1. GENERAL PROVISIONS
1. The Rules for development of business plans and (or) investment projects to be submitted for obtaining the status of the subject of free economic zone (further referred to as the Rules) have been developed based on the Law of the Republic of Tajikistan "On free economic zones in the Republic of Tajikistan, the Regulation "On free economic zones in the Republic of Tajikistan" approved by the Decree of Majlisi Namoyandagon Majlisi Oli of the Republic Tajikistan of December 5, 2005 #191 and the Regulations "On Sughd free economic zone" and "On Panj free economic zone " approved by Decree of Majlisi Namoyandagon Majlisi Oli of the Republic Tajikistan of October 29, 2008 #1146 and #1147. 

The Rules set out the basic rules of developing the business plans and (or) investment projects of an individual entrepreneur or a legal entity, who is a resident and  nonresident of the Republic of Tajikistan and branch and (or) a representation of legal entities (hereinafter the Applicant) for obtaining the status of the subjects of a free economic zone and  defines uniform requirements to the structure, content and format of the business plans and (or) investment projects submitted to the administration of free economic zones (hereinafter the Administration).
2. According to the Regulations "On Sughd free economic zone" and "On Panj free economic zone " the business plans and investment projects must meet the following requirements:
( amount of investments in production activities shall be at least the equivalent of USD500 000;
( import at least 90 percent of the industrial and process equipment;
( the timing of early use of imported industrial and process equipment shall not exceed 3 years;
( amount of investments in export and import activities sahll be at least the equivalent of USD50 000;
( amount of investments in service provision shall not be less than the amount equivalent to USD10 000;
( commencement of production within 3 years from the date of registration.

3. Applicants willing to obtain the status of the subject of a free economic zone for implementation of production activities shall submit investment projects and applicants willing to carry out import and export activities and (or) provision of services shall submit a business plans.
In a free economic zone, it shall be allowed to simultaneously engage in all three types of activity. In this case, the applicant shall submit a separate investment project for production activities and a separate business plan for import-export activities and (or) for service provision.
4. A business plan and (or) an investment project (the Project) shall include: a title page, a table of content, narrative section of the business plan, appendices, reference and other materials confirming the input data. 
5.  The title page (Appendix 1) shall state the name of the project, the Applicant's name approved by signature of the Applicant’s manager, stamped, the date of approval and the confidentiality requirements to the document.
5. The table of contents specifies the names of the main sections and subsections of the project and  appendices therein and provides links to the pages.
6. The descriptive part of the project should consist of the following main sections:
- summary (introduction);

-Description of the Applicant and its development strategy;
-Description of the product planned for production;
-Description of the range and the assortment of the exported and imported goods and products;
-A list of services provided;
-Market analysis (marketing strategy);
-Production plan, the planned volume of import and export  operations, the volume of services to be provided;
-Organization plan;
-Investment plan;
-Forecast of financial and economic activities;
-Project performance indicators;
- Legal plan.
Corresponding forms are listed in the appendicesto the Rules and shall be included as separate appendices to the project.

7. General requirements for the preparation of the project:
-the project shall be drafted based on the specifics of the current investment and financial activities of the organization;
-ech section is formed on the basis of reliable input data confirmed by studies and fomalized by relevant documents;
-the documents confirming the input data and the other data used for the development of the project (a copy of the contract and pre-contract, statutory and accounting documents, audit materials and other documents) shall be included as spearte apendices to the project.


8.  When developing a project, it is recommended to observe the following principles and approaches:
-when performing the financial and economic evaluation of the project, methods allowing to assess the effect of changes in the nput data on the effectiveness and feasibility of the project should be applied;
-when making decisions related to a new construction, alternative calculations and justification of the required area of the ​​production facilities;
-the project should be developed for the entire duration of the project (hereinafter referred to a as the time horizon). As a rule, the time horizon should include the loan repayment term plus 1 year. In the event if a project does not require debt financing, it shall be allowed to set aan alternative feasible  time horizon;
- projec calculations shall be performed in conventional units. Usually, 1 US Dollar or other hard currency shall be adopted as the conventional unit.
2. REQUIREMENTS TO THE  
SECTION “SUMMARY” 

9. “Summary" reflects the principal idea of ​​the project and summarizes the main findings and conclusions for each section of the project. Its content should be provide the essence of the project in a concise and accessible manner. It is advisable to provide information about the technological novelty of the project (if any) and its economic importance. Summary indicators of the project (certain pices of input data, the output indicators of of the project’s economic efficiency ) shall be provided in accordance with the table in Appendix 2  to these Rules. This table shall be included in this section..

10. The "Summary" section shall be prepared at the final stage of the project development, when there is complete clarity on all other sections. The usual volume of  "Summary" (excluding tables) is 2-3 pages.
3. REQUIREMENTS TO THE  SECTION
“DESCRIPTION OF THE APPLICANT AND ITS DEVELOPMENT STRATEGY” 

11. This section shall provide a description of the Applicant.

The following issues should be highlighted when describing the applicant:

-history of incorporation

-the main achievements and failures in the activity; *
-strengths and weaknesses in the industrial and economic activity, its features (the seasonal nature of sales, full-scale or small-scale production and other features) ; *
-description of technology and fixed assets indicating their active part; *
-social infrastructure facilties of the organization and their share in the cost of fixed assets
-information about the titles to  the existing fixed assets (ownership, rental, leasing) and the availability of land and rights to the land; *
-information on the implementation of the international quality system and on the certification of operations in accordance with international standards; *
-existing production capacity and its utilization; *
-description of products; *
 -implemented (under implementation) investment projects of the organization, sources of funding 
-analysis of financailand operatinal performance (financail statements) of the organization for the preceding three years and the current period; *
-factors negatively affecting the results of the financial and operational activities of the organization 

(* - if applicable to the organization).


12. In describing the strategy of the Applicant, the following issues shall be disclosed:
- the main aims and objectives of long-term development (new products, increase of production,  introduction of deeper processing and completion of industrial clusters, saving the resources, introduction of new and dvanced technology, import substitution and other purposes);
- relevance and novelty of the proposed project;
- justification of the needs for additional land and production capacity, which are necessary for the strategy implementation, the ways of their creaiton (construction, purchase, lease) and future expansion, if necessary;
- list and justification of the required equipment and technologies, taking into account the level of scientific and technical progress, the requirements of international standards to quality and reliability and the planned volumes of production and the consumption characteristics;
- justification of the investment costs required for the preparation and organization of production;
- assessment of the availlable engineering networks (for existing entities in the territory of free economic zones) for the existing and newly built production facilities;
justification of the choice of equipment suppliers, based on comparative specifications for equipment of leading manufacturers, the delivery, terms, the after-sales service, warranties and prices;
- information on the availability of contractual and pre-contract agreements for the supply of equipment and the delivery terms, installation and commissioning of equipment;
- environmental assessment of the project, an  analysis of the impact of future production on the environment, waste volumes, the need for recovery and recycling;
- specific actions to achieve the set objectives;
- justification of own funding sources for the project, which can be used at the initial stage of its implementation;
- the need for long-term credits, loans and other borrowed funds for the capital investment in the project.

4. REQUIREMENTS TO THE  SECTION
“DESCRIPTION OF the planned production”

13. This section shall provide the following information about the products to be produced by the 
Applicanttion:

· field of application;

· main characteristics (consumer, functional and other properties of the products);

· quality control;

· complience with the international and national quality standards;

· provision of warranty and after-sale servicing;

· availability of patents and licences;

· novelty of the engineering and technological solutions and consumer properties;
· complience with environmental requirements; 

5. REQUIREMENTS TO THE  SECTION
“DESCRIPTION OF the range and assortment of the imported goods and products”

14. This section provides information on the description of the range and the assortment of the 
goods and products to be exported and importted by the Applicant:
· field of application;

· main characteristics (consumer, functional and other properties of the products);

· quality control;

· complience with the international and national quality standards;

· provision of warranty and after-sale servicing;

· availability of patents and licences;

· novelty of the engineering and technological solutions and consumer properties;

· complience with environmental requirements;
· Foreign Economic Activity Commodity Classification;

6. REQUIREMENTS TO THE  SECTION
“DESCRIPTION OF THE LIST OF THE SERVICES PROVIDED”

15. This section provides information on the description of the services to be provided by the 
Applicant: 
· field of application;

· main characteristics (consumer, functional and other properties of the products);

· quality control;

· complience with the international and national quality standards;
· availability of patents and licences;

7. REQUIREMENTS TO THE  SECTION
“MARKET ANALYSIS. MARKETING STRATEGY”

16.  This section outlines the key points of related to the justification of the product sales based on 
the analysis of markets and developing marketing strategies.

17. The market analysus shall include the following:

· a general description of the markets in which the sales of products is planned and an assessment of their capacity;

· share of the organization in different markets;

· the dynamics of the markets over the past 3-5 years and a forecast the change trends in them;

· the main factors influencing the market changes;

· basic requirements of the consumer to the products;

· assessment of the capacity of competitors and the basic data on their manufactured/proposed products for sales, i.e., technical level, price, quality level;

· technological and financial position of competing organizations and the degree of their impact on the product market;

· Applicant’s advantages over competitors

18. Justification of the marketing strategy is provided in a separate subsection, which reflects the 
following:
 
· marketing strategy (aimed at increasing market share, expanding the existing market, promotion to new markets, etc.);
· calculation and justification of the price based on current legislation including through providiion of tax and customs privileges in the free economic zone, the price regulation policy at the governmental level and in the market segment;

· for the products intended for sales in foreign markets, the justification of prices should take into account the benefits, restrictions (quotas) and the requirements set by the importing country;

· justification of the pricing strategy (comparison with the prices of competitors, as well as the properties of products – innovation, quality, etc.);

· tactics for marketing the products in a specific market segment (own retail network, sales offices, dealers, distributors and other sales methods);
· aftersales service policy (locally, by the organization, maintenance shops, service centers and other types of service) showing the costs for the organization of services and the income (loss) from such activities;

· estimate of the changes in the sales volumees in the future;
· cost of marketing and advertising;

· an action plan to promote the products in the markets indicating the main stages of its implementation. 
8. REQUIREMENTS TO THE  SECTION OF THE BUSINESS PLAN
“PRODUCTION PLAN, PLANNED VOLUME OF IMPORT AND EXPORT OPERATIONS AND SERVICE PROVISION ”

19. The production plan, the planned vlume of import and export operations and service provision 
are dvevloped for the project implementation period (time horizon). 


For the production plan, the section should consist of the following subsections:

· production and sales programs;

· logistical support;

· cost of production and sales.


For the planned volume of import and export operations the section should consist of the following 
subsections:

· a program of import and export operations for the first three years;
· investments for creation of appropriate logistical centres;

· cost of import and export operations;


For the planned volumes of service provision the section should consist of the following 
subsections:

· service provision program for the first three years;

· investments for creation of relevant infrastructure;

· cost of service provision;

20. The production and sales program should be developed based on marketing studies and the 
forecast prices for the products and the production capacity.

21. The subsection “Logistical support of production should” should detail the projected 
requirement of the project for raw materials, materials, components, spare parts, thermal power and 
other resources.

This subsection provides the following:

· a list of the most important raw materials for the orgnization;
· frequency of purchase of the main raw materials and supplies (monthly, seasonally, or randomly or  with any other frequency and compliance with quality characteristics);
· justification and calculation of the requirements for raw materials;
· justification of the logistics scheme (transport types, loading, unloading and storage means, optimization of freight costs of inputs);
· justification and calculation of the requirements for fuel and energy resources;
· resource supply risks.


22. The subsection "The cost of production and sales" provides justification of each element of the 
cost of production and sales and the projected change in the future.

The subsection  is supplemented with a calculation of required labor force  and labor costs.
9. REQUIREMENTS TO THE  SECTION OF THE BUSINESS PLAN
“ORGANIZATIONAL PLAN ”

23. This section,  provides a comprehensive justification of the organizational measures based on 
the main stages of the project implementation.

24. A separate justification should be provided on the number of employees in the organization and 
on the  choice of a rational management system of production, personnel, procurement, marketing 
and the organization as a whole. The Applicant’s capacity to select and train the personnel and the 
ability of the management team to implement the project is indicated, the necessary qualifications 
and the number of specialists are defined and the introduction of a multi-shift operation is justified.
10. REQUIREMENTS TO THE  SECTION OF THE BUSINESS PLAN
“INVESTMENT PLAN ”

The total investment costs are defined as the amount of investment in fixed assets (capital 

expenditures) plus the costs for increasing the net working capital.

The investments in fixed assets represent the resources required for construction, reconstruction, 
acquisition and installation of equipment and implementation of other pre-production activities, 
while the increase in the net working capital includes the additional resources needed to operate 
them.

The amount of investment in the fixed assets of the project determines the value of the investment 
project.

This section provides the calculation of investment requirements by each type of expenditure with a 
quarterly breakdown for the first year of the project.

Planning of the investment cost includes a separate calculation of the net working capital during the 
first period (year) of the project and (or) its subsequent growth given the structural changes in 
production, which may arise in the operating phase of the project.

The calculation of the requirement for net for working capital may be based on an alternative sound 
methodology.

26. Summary data on investment costs and the funding sources under the project (internal, 
borrowed and raised funds) are presented in tabular form as an appendix to these Rules. A 
stification supported by calculations is provided for the internal funds. Confirmation of intentions 
(decisions) of commercial banks, potential investors and other stakeholders to invest in the project 
are provided, if such decisions or intentions are in place.

27. The terms and conditions are specified for each of the long-term credists (loans) raised. A 
calculation of debt repayment for each individual long-term credit (loan), as well as a consolidated 
account of repayment of long-term debt including the repayment of existing obligations are 
provided in separate tables.
11. REQUIREMENTS TO THE  SECTION OF THE BUSINESS PLAN
“PROJECT EFECTIVENESS INDICATORS ”

28. The assessment of the return on investments is based on the comparison of the expected net 
income from the implementation of the project with the capital invested in the project. The method 
is based on the calculation of the net cash flow defined as the difference between the net income 
from the project and the total amount of investment costs and  the credit (loans) cost associated with 
the capital costs of the project implementation.


On the basis of the net cash flows are calculated the main indicators for assessing the efficiency of 
investments: the net income, the rate of return (profitability index) and the dynamic payback period.


The payback period is used to determine the degree of the project risks and the liquidity of 
investments. The project payback period is a period of time, at the end of which the net amount of 
proceeds (revenue) overrides the volume of investments (expenditures) in the project and 
corresponds to the period in which the cumulative value of the net cash flow changes from negative 
to positive.


29. This section provides an assessment of the efficiency of the project and the most probable risks, 
which may arise in the course of its implementation. 


A classification and assessment of risks by their origin (production, investment, inflation, 
organizational, commercial and other risks), as well as planned measures on their reduction or 
prevention are provided.
12. REQUIREMENTS TO THE  SECTION
“LEGAL PLAN ”

30. The legal plan describes the organizational and legal form of the future organization, highlights 
the main legal aspects of the future activities of the organization.

31. In the event of creation of a commercial organization with foreign investment, the form of 
participation of a foreign investor, the share of foreign investor in the statutory fund of the 
organization, the procedure of distribution of the profit remaining at the disposal of the organisation 
and other investment conditions are indicated separately.
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