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with KH Neochem Co., Ltd. (KH Neochem) to participate in Taiwan-Japan Oxo Chemical Industries Inc. (TJOC), a Taiwanese com-
pany jointly established by KH Neochem, CPC Corporation, Taiwan (CPC), and Mega International Commercial Bank. This transac-
tion is intended to support the production and sales of isononyl alcohol (INA) by TJOC in Taiwan, which is the KH Neochem’s first

overseas production base.

JBIC'’s first equity participation
in petrochemicals field

by engaging from the project’s
formation stage

Katayama: This equity participation has been re-
quested by KH Neochem, a Japanese petrochemicals
manufacturer, in order to conduct business as an
equal partner with CPC, the foremost Taiwanese pe-
troleum company, by each holding a 47% stake.

KH Neochem, established in December 2010,
was spun off from Kyowa Hakko Kirin Co., Ltd. as an
independent petrochemical company. It was their first
time to conduct a transaction with JBIC, so we began
from trying to grasp the company’s wide-ranging
businesses of chemical products as well as their busi-
ness strategies. INA is a feedstock for plasticizers, but
it is not so a common product as other general-use
petrochemical products, so its external information
we could obtain was very limited. We instead gained
a deeper understanding of the market through field-
works across the value chain, such as by conducting
hearings with users of INA and plasticizers, and re-
peating analyses such as correlation analysis for price
forecasting and future cash flows.

It was also the first time for JBIC to support a
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CPC’s ingredient feeding system next to the INA

project site
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petrochemical business from an initial stage prior to
completion of FEED (front-end engineering design)
and conclusion of an EPC (Engineering Procurement
and Construction) contract. In many of other petro-
chemical projects that JBIC supports, project financ-
ing is mainly used as the financial instrument and
JBIC would typically participate after FEED has been
completed and at the stage of selecting EPC. Be-
cause JBIC took an innovative approach as an eg-
uity investor to prepare for various potential risks
and uncertainties relating to the project, the struc-
ture and documentation became complex and we
had to find solutions without prior precedent to
guide us.

Miyahara: | have been assigned to be in charge of
monitoring the project, and as the project has just
been launched, | will manage monitoring of the proj-
ect toward the completion with diligent monitoring of
progress on the construction, business operation,
and market condition of INA. This equity investment
is full of “first times,” so | will need to carefully clear
each new obstacle that arises. It is challenging, but
it is a very rewarding project.

Supporting strategic joint
project for sales across Asia
with JBIC’s best effort

Miyahara: JBIC signed a memorandum
of understanding (MOU) with CPC at the
end of 2015 to build a stronger coopera-
tive relationship through regular ex-
changes of information among the equity
partners. We were able to reconfirm our
good relationship with CPC at the signing
ceremony held in Taiwan, with CPC ex-
pressing gratitude for the past collabora-
tion with JBIC. | found that Taiwan has
high expectations for this project given
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that this investment is one of the largest scaled proj-
ects by a Japanese company in the Taiwanese pet-
rochemical business and is also recognized as an
important project by the city of Kaohsiung, where its
factory is located. We at JBIC would like to manage
this investment properly coordinating closely with
the related parties.

As a person in charge of monitoring, | will make

my effort towards the smooth progress of the proj-
ect, always keeping in mind everyone who is in-
volved and also people in emerging countries where
demand is highly expected.
Katayama: This project supports KH Neochem,
who is the sole Japanese producer of INA that is
produced by only six companies in the world such as
Exxon Mobile Corporation and BASF, to compete
against its mega rivals using its proprietary tech-
nologies. It will also be significant for the Japanese
petrochemical industry, and | am proud to be one of
JBIC’s key business developers to have worked on
this project.

The deal was made possible thanks to the pro-
fessionals with whom we conducted hearings. We
had meetings night after night developing ideas
and plans with our team and actively discussing
with related divisions. The deal required a lot of
time with many challenges, but | put a lot of
thought into living up to the client’s expectations,
and it proved to be worthwhile.
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[Recyclable]

©IL INK

This publication can be recycled
to produce print-quality paper.

Lepor Drd[

9L0¢ aunf

sus/dlrog-o1gi-mmm//:d1ay T8N 00LE-8LZS-€-18+ 191 ueder ‘pi18-00L OANOL ‘Ny-epoAIyD Swoyd-| ‘IYd2ewsyo ‘L-v

uonjesadoo? jeuoieusalu] Joy yueg ueder ‘dnois ajeiodiod ‘Juswiiedsaq Suiuueld a3eliodiod ‘UOISIAI] SJIeYY BUISIXT PUR SSald

- 7!1[1
Infrastr

ﬂir!
e

__nnvatmg_hyglene‘products obrin
peoplefacross the world'

' Enhanclng overseas productlon to compete W|th gIobaT eers b
LIGHT
Supporting overseas expansion of -

petrochemicals business of Japanese
company by equity participation

Suppo' tlng the Economlc .Devellopn}ent of

vBangladesh througl'ltBuye_ ‘&s_;‘(’)r t, 2 7
t0 Ythe Bangladesh Po Deve opment Board =

t
| N

JAPAN BANK FOR
INTERNATIONAL COOPERATION

Eljgo)jjé -I-E_qu) &DILO

Supporting Your Global Challenges

JBIC



(GrowthnmATrIcaand
Fowernirastructure

The immense land of the African continent is as big as the United States, Europe, China, India, and Japan
put together. It is estimated that its population will be about 2.5 billion by 2050 and that a massive market
will emerge from the middle-income group that is expanding due to economic growth. With the Sixth Tokyo
International Conference on African Development (TICAD VI) scheduled to be held in Kenya’s capital city of
Nairobi in August this year, Africa is attracting a growing interest also among Japanese companies.
However, such economic growth of Africa faces a major bottleneck: a power shortage. It is said to be the

“englne of the economy,” and is an issue of the highest priority for the future of Africa.

'—|:|

Interview with Country Credit Department

Growth in Africa:
Business Opportunities for Japan

— There seems to be a growing
interest today in Africa.

It was not until the 2000s that Japanese com-
panies began to cast a spotlight on Africa.
Since around the third and fourth Tokyo In-
ternational Conference on African Develop-
ment (TICAD) (held in 2003 and 2008,
respectively), Japanese initiatives in Africa
had begun to be mulitilayered not only from
perspectives being associated with “aid” but
broadened to the context of business, such as
“trade and investments.” Africa is the “last
frontier,” and it has become vital for Japa-
nese companies to focus on the continent as
the “next growth center after Asia.”

— Africa has been growing by
leveraging natural resources
since the past. Does the recent
fall in resource prices have an
impact on the growth?

Africa has undoubtedly been growing by
tapping into its abundant resources. So the
declining price of such resources may be
concerning for the growth in Africa, but
from a medium-term standpoint, the region
will still continue to be the next promising in-
vestment destination after Asia. According
to the IMIFs latest WORLD ECONOMIC
OUTLOOK, April 2016, the Sub-Saharan
African region is expected to grow at a rate
of 3.0%in 2016, 4.0%in 2017, and 5.0% in
2021, and thus remains as the second-fastest
growing region (see table below).

One of the factors leading to Africa’s
high growth is that it has the world’s fastest-
growing population. In the World FPopula-
ton Prospects: The 2015 Revision, the UN
estimates that the region’s population of
1.19 billion in 2015 will increase to 4.39 bil-
lion in 2100, and its ratio to the total world
population will also increase from 16.1% to
39.1%. Moreover, there have been inflows
of funds from abroad since Africa was cap-
tured by the global fiancial flow, not only in
the form of aid but also investments, foreign

bonds, loans, and migrant remittances, and

these support the growth of Africa while the
resource prices decline. Such investments
and skills from overseas will help increase de-
mands for employment requiring advanced
skills and raise the levels of income, eventu-
ally forming the middle-income group. This
will expand the markets for automobiles and
electronic appliances and make road and
power infrastructure indispensable.

— But we haven’t seen much
change in the amount of Japa-
nese investments in Africa.
European countries, which are especially ac-
tive in investing in Africa, once colonized Af-
rica in the past and are geographically close
to the continent, so they obtain more experi-
ences and interactions with the region. Tor
Japan on the other hand, Africa had been a
“distant land across the sea” and the Japa-
nese hadn’t grasped its actual details until re-
cently. That must be the main reason why
the Japanese investments have not signifi-

B Map of Sub-Saharan Africa
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cantly increased.

Another reason for the slow progress
of Japanese investments in Africa is be-
cause of the relatively high country risks in
general, and the difficulty in managing
them. There are some countries whose
governments do not even have proper gov-
ernance. Fumbling through ways to com-
municate with those governments, and
manage the risks of sudden changes in
policies, terrorism, and strikes, pose high
hurdles for Japanese companies.

Another challenge lies in the small size
of each country as well as their local markets.
Along with low income levels in the Sub-Sa-
haran African region, the fact that Nigeria is
the only country that has a population ex-
ceeding 100 million makes it difficult for
companies to conduct businesses in one
country and obtain investment returns. To
expand businesses in Africa, the host coun-

tries need to develop infrastructures effi-
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B Economic growth rate of Sub-Saharan Africa

The Sub-Saharan African region has the second-highest growth rate after Asia.

2010 | 2011 | 2012

Forecast

2013 | 2014 | 2015 2016 | 2017 | 2021

Asia (emerging countries) | 9.6 | 7.8 | 6.9

69 | 68 | 66 | 64 | 63 | 64

Sub-Saharan Africa 66 | 50 | 4.3

52 | 51 | 34 | 30 | 40 | 5.0

Source: created from IMF's WORLD ECONOMIC OUTLOOK, April 2016
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ciently not as individual countries but as a

whole region. This would, however, require
a long time as the issue needs coordination
between governments. The realistic way for
foreign companies to build up businesses in
Africa would be to first focus on (a few) spe-
cific countries, with a medium-term goal to
expand businesses extensively in the region.
For example, while developing your business
in South Africa as your hub, you can plan a
strategy to expand throughout the southern
African region.

— Which industries are more
promising as business opportu-
nities for Japanese companies?
The first 1s obviously the resource sector.
The sector is currently facing a harsh con-
dition due to the declining prices, but in a
long-term perspective, the existing variety
of energy and mineral resources in Africa
along with many newly discovered ones,
will still offer great opportunities for busi-
nesses in the resource sector.

The second is businesses for the increas-
ing middle class and local companies in the
region. In the eastern African region, which
continues to grow rapidly, there is high de-
mand for second-hand cars, and Japanese-
made cars are highly praised for their
durability and for being less prone to break-

downs. With the growing middle class in
the whole of Africa, markets of motorcy-
cles and cars will continue to increase. Not
only vehicles, but many other products, in-
cluding food, daily necessities, and elec-
tronic appliances, have great potential
needs. Japanese companies have already
experienced in Asia the expansion of busi-
nesses in line with a similar level of the rap-
idly-growing economy.

Businesses in the infrastructure sector
are promising as well. Japanese companies
have a long history of investments and ex-
porting to emerging countries, and have
built up businesses in various sectors includ-
ing power, transport, and water in Asia, the
Middle East, and Latin America. I believe
Africa will also offer plenty of opportunities,
and with its growth anticipated to continue
into the future, the lack of infrastructure will
become an even bigger issue to address. Fur-
thermore, the infrastructure sector has an
advantage of adapting to the peculiarity of
the African market which is divided into
smaller markets. While one negotiation for,
let’s say, a power generation plant can result
in a project of a significant scale, the project
can be expected to develop beyond borders.

In the power infrastructure, power short-

age is particularly an urgent issue to be ad-

M Trends in each regional population growth of the world
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dressed asitis pointed outasone of the growth
restriction factors in Africa. Japanese compa-
nies can use their past experiences in overseas
projects to control the complex part of invest-
ments in Africa. For example, in IPP Nt
power projects, we establish a power supply
mechanism and control the project including
country risks while holding dialogues with the
government and electric utility of the country.
The basic mechanism in Africa is not particu-
larly distinct, and should not be so different
from the ones that we have experienced in
Asia, Latin America, and the Middle East.
The wide range of Japanese power gen-
eration technologies is an advantage as well.
The presence of natural resources, as well as
needs for power sources, differs considerably
among African countries. Japanese compa-
nies can meet their needs by providing a vari-
ety of power generation technologies, such
as highly-efficient coal-fired or gas-fired
power generation, or environmentally-
friendly renewable energy sources such as
wind and geothermal power.
— You mentioned the high levels
of trust and expectations that
African people have for Japan.
Does this give a better opportu-
nity for Japanese companies in
the global competitions?
African people indeed have high expecta-
tions for Japanese companies, but there will
be afierce competition in the actual business.
One of the “hints” for expanding business is
that there are many people in Africa who
have used and highly praise Japanese prod-
ucts, such as Japanese cars, even in the form
of second-hand cars as I mentioned before.
It might be a good idea for Japanese compa-
nies to create business opportunities by
building such kind of “experience value”
that would be appreciated by African peo-
ple. Meanwhile, other business issues, such
as risk management, have to be addressed
one by one on the Japan side.
Note: IPP is an independent power producer who sells the

electricity generated from its own generation plant to
electric utilities.
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Power Infrastructure and

S -p.port in Africa

Investing in the reinvigorating

power sector of Africa
According to the International Energy
Agency (IEA)s Africa Energy Outlook
report (2014), nearly 630 million people
of the 920 million in Sub-Saharan Afri-

can countries live without access to elec-

tricity. Severe power shortages have led to
unavoidable rolling blackouts that fre-
quently occur in 25 out of 49 countries
on the African continent. In order to pro-
vide access to electricity to every urban
household in Africa and to have the cur-
rent number of planned blackouts, an
estimated USD450 billion will need to be
invested by 2040.

Such circumstances have prompted
international community such as govern-
ments and international agencies to invest
and finance in the African power sector. A
notable example is the private sector-led
Power Africa initiative which was
launched by the U.S. in June 2013. It an-
nounced its commitment to invest USD7
billion over five years, starting from 2013,
and a goal to increase the generation ca-
pacity by 10,000MW through expanding
support for power projects in Africa by in-
viting various industries, in addition to
public organizations such as the United
States Agency for International Devel-
opment (USAID), Overseas Private In-

JBIC’s
B support®

Kohei Toyoda

Director for Division 4,

New Energy and Power Finance
Department |, Infrastructure and
Environment Finance Group

vestment Corporation (OPIC), and
Export-Import Bank of the United
States. International agencies, the Euro-
pean Union, and its member states, as well
as private-sector companies, have re-
sponded by contributing funds, raising
as much as USD43 billion of commit-
ment so far.

The Japanese government has also
announced, at TICAD V in June 2013,
its commitment to support the growth of
Africa through public-private funding of
maximum JPY3.2 trillion over five years
starting from 2013. Of this, a total of
USD?5 billion worth of supportis planned
over the same period under the /BIC' Fa-
cility for African Investment and Trade
Enhancement (FAITH), which was es-
tablished in concurrence with TICAD V.

Supporting Japanese

businesses through IPP and

sovereign support
Amid the intensifying global competi-
tion in the power market in Asia and the
Middle East, Japanese companies have
also begun to focus on the African mar-
ket given its huge potential as a new in-
vestment destination, and JBIC actively
supports such trend.

JBIC has two types of support for the

African power sector. First is Overseas In-

vestment Loans for IPP projects in which

Japanese companies participate, and
many of them take the form of project fi-
nance (PF). Another is Export Loans (buy-
ers’ credit) that provides loans for receiving
countries’ power company or power board
to purchase Japanese-made power gener-
ation equipment upon constructions of
power plants. Specific examples include
the Safi power generation project in
Morocco for the former, and export of
power generation facility to TANZA-
NIA ELECTRIC SUPPLY COMPANY
(TANESCO), a state-owned power
company of Tanzania, for the latter.

As an example of investment to IPP
projects, I would like to talk about the
Safi power generation project. The
rapid economic growth in Morocco has
led to a serious power shortage and they
have had to import part of their electric-
ity to meet the demand. To address this
issue, the Moroccan government took
steps to introduce renewable energy to
the country, and at the same time de-
cided also to introduce coal-fired power
generation as the base load power source
to meet the increasing demand, adding
to gas-fired power generation which has
been the conventional source of power
since the past. Upon the decision, they
chose the highly-efficient Ultra Super

Ultra Super Critical Coal-fired Power Plant project in Morocco, the first for the African continent
- supporting Japanese companies’ participation by project financing

JBIC signed a loan agreement in September 2014 totaling up to approximately USD718 million and EUR147 million (JBIC portions) respectively, in project financing, with
Safi Energy Company S.A. (Safi) invested by Mitsui & Co., Ltd., Electrabel S.A., a Belgian company which is a subsidiary of French company, ENGIE, and Nareva Holding
S.A., a Moroccan company, for financing the project (overall cofinancing amount is equivalent to approximately USD2.107 billion).

In this project, Safi constructs and operates an ultra-supercritical coal-fired power plant with a capacity of 1,250MW (625MW x 2 units) in the city of Safi located
approximately 300km South-west of Rabat, the capital of Morocco, and will sell the electricity generated by this power plant to the Office National de I'Electricité et de
|'Eau Potable for a period of 30 years after the completion of the construction. This is the first Ultra Super Critical Coal-fired Power Plant project for JBIC and for the African

continent, and a support under the FAITH initiative.

June 2016 JBIC Today
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. Power Infrastructure and JBIC’s Support in Africa

Critical Coal-fired Power generation
technology (see Note) in order to reduce
the impact on the environment.

In the Safi power generation project, a
Japanese company and two other compa-
nies set up an entity as the borrower to
which JBIC’s loan is made in project fi-
nancing. More specifically, this form of fi-
nance enables the entity to sell the
electricity to the Office National de
I’Electricité et de ’Eau Potable (ONEE)
over a period of 30 years and the payment
made by the ONEE to be the main source
of funds for the debt repayment, without
increasing the external debt of the Moroc-
can government.

For an example of export financing,
there is the buyers’ credit which was pro-
vided to the government of Tanzania.
Tanzania is another country which had
been experiencing a severe power short-
age. TANESCO was suffering growing
deficits from buying expensive electricity
without making use of their own natural
gas, as well as from generating power using
expensive fuels. The Tanzanian govern-
ment responded by making a decision to
reduce power generating cost by utilizing
home-produced natural gas, and to con-
struct a gas-fired combined cycle power
plant (240MW) and to purchase Japanese-
made highly-efficient power plant equip-
ment in order to meet the increasing
demand for electricity. JBIC provided the
funds necessary for the government to
procure the equipment.

I Using two financing cases

as role models
The difference between the above forms

JBIC’s support®
—

B Trends of power demand in Africa
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of financing is: the Safi power generation
project increases the power supply by uti-
lizing private funds and know-how
through public-private partnership (PPP),
without increasing external debt of the
government. On the other hand, the ex-
port financing for the Tanzanian govern-
ment is a sovereign support, responding to
an urgent power shortage through exter-
nal lendings to the government.

In the PF for IPP projects like the Safi
project, loan repayment and investment
return come from revenues from the sale
of electricity over a period of 20 to 30
years. Thus, it is important to make sure
that the business environment is appro-
priately developed for the project to be
carried out over the period of time. More
specifically, without proper systems of
laws and regulations, tax, accounting as
well as the government’s long-term com-
mitment to the project, such as guarantee
on the power and water companies’ pay-
ment, private funds and know-how can-
not be utilized. On the other hand, the

Source: based on IEA's World Energy Outlook, 2014

export financing for the Tanzanian gov-
ernment was provided through the direct
loan to the government for the country’s
power company to purchase the equip-
ment and build the power plant, in order
to respond promptly to the high demand
for electricity.

Two cases illustrates how JBIC sup-
ports each African country’s power infra-
structure development taking account of
the investment environment and power
sector development stage of each coun-
try. Not a few countries have the eco-
nomic development bottlenecked by
power shortages. We will continue to ex-
pand our infrastructure support in other
African countries as well, together with
Japanese companies by using our knowl-
edge and experiences.

Note : Ultra-supercritical coal-fired power generation increases
the efficiency and reduces emissions, such as carbon dioxide,
by rotating the turbine using steam converted from water that is
super-pressured and superheated to a temperature (approx.
600°C) that are far beyond the critical point of water (occurs at
374.2°C and under a pressure of 213.3 atmospheres).

I Supporting export of power generation equipment to TANESCO - JBIC’s first buyers’ credit for the Government of Tanzania

JBIC signed in March 2015 a loan agreement in buyer’s credit (export loan) totaling up to approximately USD175 million (JBIC portion) with the Government of Tanzania
(total cofinancing amount is approximately USD292 million).

The loan is intended for the TANZANIA ELECTRIC SUPPLY COMPANY (TANESCO) to procure a whole set of machinery and equipment for a gas-fired combine cycle
power plant (240MW) in Dar es Salaam, Tanzania to be constructed by SUMITOMO CORPORATION including gas turbines made by MITSUBISHI HITACHI POWER
SYSTEMS, LTD. This is the first export loan that JBIC is to extend to the government of Tanzania, and is also a support under the FAITH initiative.
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INTERVIEW

Tadashi Yokoyama

Head of External Representation

Office for Asia

African Development Bank Group

Addressing the Power Supply Challenge,

the Highest Priority in African Development

—— Realizing universal access to energy

by 2025

The African Development Bank (AfDB), as a regional mul-
tilateral development bank, has the mission to promote sus-
tainable and inclusive growth of Africa, where various
development issues exist along with a high poverty rate.
Under AfDB’s new president Akinwumi Adesina, who as-
sumed office in 2015, we are now focusing on five top-prior-
ity agendas. These “High 5s” are to: Light up and Power
Africa; Feed Africa; Industrialize Africa; Integrate Africa;
and Improve the Quality of Life for the People of Africa.
Of these challenges, the access to power is the basis of solv-
ing the other four challenges. Thatis why AfDB hassetouta
new strategy, the New Deal on Energy for Afiica, which
aims to achieve universal access to energy in Africa by 2025.

Efforts need to be made in the following four areas by
the New Deal: the first is to increase on-grid (intercon-
nected) generation; the second is to develop grid transmis-
sion networks and increase on-grid-connected households;
the third is to increase off-grid (independent) generation;
and the last is to utilize renewable energy. In order to meet
increasing demand for power, however, each country will
need to implement an energy mix policy. AfDB is going to
support projects with utilizing both renewable energy to the
extent possible and fossil energy in its steps to achieving the
2025 target.

Such development of power infrastructure would
need to mobilize more than an additional USD50 billion
annually until 2025. Securing these financial resources is a
major challenge. One promising method would be the

d g pub]ic-private partnership (PPP). However, utilizing it

would need cach country to establish a workable PPP in-

stitutional framework and schemes to manage' various

risks. AfDB plans to provide policy advice for estabhshlng

TR s ]
Sud} frameworks and power masterplans for regional
mmber countrics, as well as for other env1ronments for
moblhzmg private funds. Meanwhlle AfDB will invest

about USB 12 billion between 2016 and 2020, and lever-
age about USDA50 billion in public and private financing

for investments in the energy sector.

_nesses in Afnca AfDB is takmg this occasion to draw

ups after the conference. In such ways, weat AIDB strongly

—— Supporting Japanese companies in
active cooperation with JBIC

In developing future power infrastructure, one of Japanese
companies’ strengths is the high competitiveness of their
products. In the field of geothermal power generation, in
particular, turbines made by Japanese companies account
for 60-70% of the global share. Japanese companies would
be able to demonstrate their capabilities in developing geo-
thermal power generation over the Great Rift Valley, run-
ning 7,000km in length through the eastern African region.

Coal-fired power generation continues to be expected
in coal-producing countries. Japan has advanced ultra-su-
percritical thermal power generation technology and Japa-
nese technologies are well-trusted. This reliability is vital for
ensuring steady power supply. The technologies are also en-
vironmentally-friendly, as they not only reduce CO2 but also
eliminate most of NOx (nitrogen oxide) and SOx (sulfur
oxide). Packaging these technologies with other skills, in-
cluding maintenance skills and human resources develop-
ment, would have strong development effects for Africa, so
would expect such packages to be in demand in Africa.

In supporting Japanese companies’ activities in the
African power sector, AfDB is hoping to actively collabo-
rate with JBIC. AfDB can provide a wide array of sup-
port with its strong tie with each government in the
region. We welcome Japanese companies as well asJ]SIIC

to consult with the AfDB headquarters and regionallof-

fices for specific issues such as how to realize a project

with support from the AfDB.

TICAD VI, held in August this year, should 1r1v1t as
-

many company executives as possible and offera great Op-

portunity for Japanese companies to promote their busi-

-
Japanese compames 1nterest to Africa b ;Unh__m-
]

R
wish to support the promol:lon of Japanese compames
businesses1 in Afn
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’_ Our Global Challenges ‘ Haso Litd. shinagawa, Tokyo)

Innovating hygiene products to bring
more comiort to people across the world

Enhancing overseas production to compete with global peers by turning unique ideas

into original products

Haso Ltd., a Japanese small and medium-sized enterprise (SME), holds a number of patents for its key products such as handy
wipers and wet tissues. With its advanced skills, it designs and manufactures hygiene and cleaning products which are highly
praised. Haso supplies its products to major Japanese manufacturers, mass retailers, drug stores, and major overseas daily com-
modity makers as an OEM (original equipment manufacturer). Also active in expanding overseas businesses, the company built
production and sales bases starting from China in 2001, then Thailand in 2012, and the U.S. in 2014. This year, Haso has launched
a new epoch-making product using unique materials, while moving forward with enhancing its own brand, setting their goal to
compete in the global market with their original products.

[ Expanding to the Chinese ]
market with high ambition

C¢CT was seriously aiming to achieve an

annual turnover of 500 billion yen
and get our shares to be listed. We didn’t
have much money but I had the confidence
that we could develop one new product
after another.”

This is the big target with which Haso
Litd.'s CEO, Mr. Yamada, started the busi-
ness. But he says it was not easy to operate his
business in China, where he chose as the
company's first production base. "Because
we didn't have any funds, we had to rent the
factory, and because we didn’t understand
any Chinese, we constantly relied on inter-

preters. We could not pay our ingredient sup-
pliers on time as our deposits of proceeds
were delayed for the first two years or so. I
can't count how many times we were saved
by the local Chinese people," Mr. Yamada
looks back with a smile.

It was not until 2005 that Haso reached a
turning point. The company’s patented
product, the “Handy Wiper” drew the atten-
tion of major companies both in Japan and
overseas who successively ordered for OEM
supplies, so Haso expanded its facilities to in-
crease production. This is when Haso’s track
record suddenly began turning positive.
After Haso gained momentum when it co-
developed a product with a major Japanese
manufacturer, the company began produc-
ing toilet cleaners in Thailand in 2012, then
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wet tissues in the U.S.in 2014.

The company continued to grow, and fi-
nally reached a revenue of 5.2 billion yen in
2015. It expects to achieve 15 to 20 billion in
two years from now. Even with this accom-
plishment, Mr. Yamada is still girding up his
loins: “we only achieved our initial goal and
reached the stage when we can finally begin
what we originally wanted to do. Thisis only
the beginning.”

Aiming for the global market
with unprecedented ideas and
epoch-making products

D eveloping unique products — that is
what Mr. Yamada wanted to do. “Until

now, we focused on creating products that
satisfy customers by just adding a bit of in-
genuity to existing products. But what I re-
ally wanted to do was to develop products
that we can sell under our own brand. For
the first time, we have the foundation for
developing and delivering products that
never existed before.”

What the company developed was a dis-
posable underwear-shaped diaper for in-
fants and the elderly using epoch-making
functional materials. They have revolu-
tionized the conventional style of diapers
— fashionably designed, thin and light,
comfortably fitting with excellent elasticity,
added with a pad which has high absorbing
and deodorizing functions. The replaceable
pad makes it highly economical and reduces
waste, so the product has many advantages.
They received a great response at product
exhibitions and are already attracting or-
ders from major Japanese drugstores as well
as major American retailers.

With the increasing population in

Company Profile

Name Haso Ltd.

Established 2001

Capital 50 million yen

CEO Kikuo Yamada

Business Manufacturing and sales of hygiene
lines and cleaning products

Headquarters  2-19-3 Nishi-Gotanda, Shinagawa-ku,
Tokyo 141-0031, Japan

Factories Ishikawa factory (domestic), China
factory, Thai factory, and the U.S.
factory (overseas)

Disposal diapers using revolutionary functional
materials created a sensation at exhibitions

emerging countries and aging population in
developed countries, the diaper market con-
tinues to expand across the world. On the
company’s future development, Mr. Yam-
ada says, “the global diaper market is worth
6 to 7 trillion yen. Our company can target
100 to 200 billion yen. We will make the
new product at the China plant whose fa-
cilities were expanded with the loan from
JBIC, and we plan to eventually expand
to Thailand.”

{ Bringing Haso brand }
to the world

ifteen years have passed since Haso

began its production in China. Mr.
Yamada reconfirmed the importance of
being able to procure funds for a company
to grow and pointed out that JBIC's
loans have helped raise their credibility.
Mr. Yamada says, "We have used JBIC’s
loans twice for expanding the production

Kikuo Yamada

CEO of Haso Ltd.

facilities of our main plant in China. Each
loan improved the recognition of Haso as
‘a company supported by JBIC.™"

Haso plans to enhance its own brand of
products within this year toward their big
goal. “We will always be the best in creating
one new product after another. We want to
become a company that has vast networks
and supporters across the world, however
small we are. Our goal is to achieve a reve-
nue of 15-20 billion yen with 15% profits in
two years, and then compete in the global
market.” Mr. Yamada takes steps forward
each day to turn his dream into reality, envi-
sioning the Haso brand bringing joy and
comfort to people across the world.

The China factory where the new product is
being produced

In March 20186, JBIC signed a loan agreement amounting to USD3.5 million (JBIC portion) with HASO
Ltd. (HASQO). The loan is cofinanced with THE CHIBA BANK, LTD., with the overall cofinancing amount

Relationship
with JBIC

reaching USD5S million. It is intended to finance HASO for expanding production facilities of hygiene and
cleaning products produced by its Chinese subsidiary, HASO SANITARY MATERIALS (SUZHOU) CO.,

LTD. (HSM). JBIC also signed in October 2014 a loan agreement amounting to USD 1.4 million (JBIC
portion) with HASO for expanding HSM's production facilities.
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With the population exceeding 150 million, Bangladesh has-been experiencing strong éeonomic growth which is_expected to
continue into the future. Meanwhile, the country’s chronic power shortage ‘has been one of the major impediments o this
economic growth. To address this issue, the Bangladeshi government is striving to enhance its power supply capability-under
its Power System Master Plan. JBIC has responded by providing buyer’s credit for constructing a gas-fired combined cycle
power plant in Bangladesh, which in turn supports the export of key facilities made by Japanese companies. Let’s take a closer

look at the scheme and objective of this financing.

An article related to this project was published in the morning edition of The Nikkei on February 29, 2016.

—What kind of scheme is buyer’s credit?

»Goto Buyer’s credit provides financing for foreign importers (buyers)
to purchase machinery and equipment made and exported by Japa-
nese companies. In this project, the credit provides funds for the Ban-
gladesh Power Development Board (BPDB) to purchase key plant facili-
ties, including gas turbines made by MITSUBISHI HITACHI POWER
SYSTEMS, LTD. and steam turbines made by FUJI ELECTRIC CO., LTD.
for the construction of a new gas-fired combined cycle power plant.

—What are the distinctive characteristics and significance
of this buyer’s credit?

»Yanagisawa lts characteristic is that the gas-fired combined cycle
power plant will be on the largest scale in the history of Bangladesh.
Moreover, because Bangladesh is a natural gas-producing country, the
plant can use domestic resources, which places relatively less burden
on the environment.

With the population exceeding 150 million, the economy of Ban-
gladesh is growing at an annual average rate of 6% in the 2000s, sup-
ported by active domestic demand as well as strong exports, and this
steady trend is expected to continue into the future. Demand for elec-
tricity is therefore on the increase as well, but there has been a gap in
the supply side. Given such circumstances, JBIC’s support through this
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project in enhancing Bangladesh’s power supply is expected to con-
tribute also to the economic development of the country.

Furthermore, there has been a continued inflow of Japanese com-
panies, especially in the textile and apparel industries. Given this trend,
added with companies transferring their production base from China in
pursuit of an abundant and less expensive workforce, this financing will
indirectly help the development of power infrastructure that is needed
for production by these Japanese companies.

—Did you experience any difficulty given that it has been
15 years since the last financing for Bangladesh?

»Yanagisawa Because of the 15-year gap, we had to investigate the
“very basis” of the project upon consideration of the financing -

other words, the present environment of the Bangladesh power sector,
structure of BPDB, the price system of electricity which is one of the
regulated industries, and the relationships between electricity produc-
ers, distributors, and BPDB. We would normally conduct this research
by visiting the actual site, but we could not due to worsening public
safety of Bangladesh at the time. So we conducted the research using
all available information from many sources, from desktop materials to
networks of the trading company in charge of the export, as well as
JBIC’s Representative Office in Singapore. Furthermore, this loan was

F-series gas turbine made by MITSUBISHI HITACHI POWER SYSTEMS

M Trend in economic growth of Bangladesh
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to be provided when finance in Bangladesh was turning from conces-
sional (financing intended for aid under conditions of low interest rate
and long-term repayment plan) to non-concessional, so we needed to
negotiate with BPDB while explaining JBIC’s financing schemes in de-
tail. Such laborious work may have been an “operational difficulty” that
we had not faced for the past 15 years.

—Do you think that Japanese companies will be more mo-
tivated to expand to Bangladesh?

»Yanagisawa | think this project did have a certain ripple effect, as |
have heard some say, “If JBIC finances Bangladesh, we will consider a
project in Bangladesh.” Bangladesh is regarded as an attractive market
and an investment destination for BOP business M) and | am sure
various industrial sectors will increase their level of focus on the country
in anticipation of the growing medium income group.

—Amid the continuing economic growth, infrastructure
development in Bangladesh seems to still have expecta-
tions for JBIC’ s support.

»Goto | would like to give support that only JBIC can provide, such as
long-term finance and needs for large-scale funds, to infrastructure de-
velopment in Bangladesh and other emerging countries. | believe JBIC

Buyer’s Credit for Bangladesh
Power Development Board

Supporting Export of Facilities for 400 MW Gas-Fired Combined Cycle Power
Plant by Japanese Company

The Japan Bank for International Cooperation (JBIC; Governor, CEO: Hiroshi Watanabe) signed a
loan agreement on February 29th in buyer's credit (export loan) totaling up to approximately
JPY18.5 billion (JBIC portion) with the Bangladesh Power Development Board (BPDB), a national
power development entity in Bangladesh. The loan is cofinanced with The Bank of Tokyo-Mitsubi-
shi UFJ, Ltd. (BTMU), bringing the total cofinancing amount to approximately JPY30.8 billion, with
Nippon Export and Investment Insurance (NEXI) providing insurance for the portion cofinanced by
BTMU.

The loan is intended to provide financing for BPDB to purchase a complete set of facilities, in-
cluding gas turbines (MITSUBISHI HITACHI POWER SYSTEMS, LTD.) and steam turbines (FUJI
ELECTRIC CO., LTD.) from Marubeni Corporation for the construction of a new 400 MW gas-fired
combined cycle power plant in the northeast of Bangladesh.

Despite growing demand for electricity in Bangladesh due to steady economic growth, power supply
has not caught up with this demand, and the country has been experiencing a chronic power shortage.
Given such circumstances, the Bangladesh government has been promoting the enhancement of pow-
er supply under its Power System Master Plan. This loan is expected to support Bangladesh’s eco-
nomic development by realizing steady power supply, and, at the same time, will contribute to maintain-
ing and strengthening the international competitiveness of Japanese industries.

As Japan'’s policy-based financial institution, JBIC will continue to financially support the export of
infrastructure-related facilities as well as the overseas business deployment of Japanese companies,
by drawing on its various financial facilities and schemes for structuring projects, and performing its
risk-assuming function.

* Press release of JBIC, March 1, 2016

M Demand and maximum volume of generated electricity in Bangladesh

Power supply is going short against demand that is increasing with economic growth
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can play a complementary role to private banks in terms of both the fi-
nancing term and funding volume to realize the projects.

Note: BOP is an abbreviation for Base of the Economic Pyramid, which is the group with the largest
population and whose income is the lowest in the world. BOP business is a sustainable business that
supports the development of companies, while contributing to improving the living standard of
relevant countries by providing products and services of benefit to the BOP community.

Yosuke Yanagisawa

Deputy Director

Division 2

New Energy and Power Finance Department Il
Infrastructure and Environment Finance Group

Naotaka Goto

Deputy Director

Division 2

New Energy and Power Finance Department Il
Infrastructure and Environment Finance Group
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