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Liability Limitations:

Notwithstanding Kansas World Trade Center’s best efforts and diligence in providing the
Services and information relating thereto, Kansas World Trade Center makes no express
or implied representation or warranty as to the accuracy or completeness of the
information relating to and comprising the Services.
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Executive Summary

General

The Kansas World Trade Center (KWTC) has conducted research to determine the
viability of locating a Local Company, Inc. distribution center in Country A or Country B.
Research included the analysis of a set of 14 Location Attractiveness factors and 7
Location Potential factors which were agreed upon in previous meetings between Local
Company, Inc and the KWTC. The following report will discuss in more detail the
findings from the research completed for Countries A and B.

Research Constraints

All data used in this research is believed to be the most recent available. It should be
noted, however, that all data used is historical in nature and that any analysis based on
historical fact may or may not be a reliable predictor of future events. Given this
consideration, the KWTC has made every effort to interpret the data contained herein
without bias.

KWTC Recommendations

Based upon the research outcomes, we believe Country B is a more viable country in
which to open a distribution facility for Local Company, Inc. Factors such as market
access, national infrastructure, ease of starting and owning a business, national currency
denomination, and concentration of Industry of Interest all make Country B a more
attractive country than A. Additional information supporting our recommendations can
be found in the 14 Market Attractiveness and 7 Market Potential factors analyzed in the
full Written Report.
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Local Company, Inc.
Country Selection for Distribution Center

Country Selection Factors

*Factors ranked on a scale of 1to 5
1 = Least Favorable
5 = Most Favorable

MARKET ATTRACTIVENESS Rankings
A B

1. Political Stability 5 4
2. Economic Stability 4 4
3. Market access 3 5
4.1s the country "open for business"? 4 5
5. National Transportation Infrastructure (roads, airports, ports,
etc.) + intra-country transportation infrastructure, availability of
private sector logistics companies operating in country with
capability of after hour pick-up times. 2 4
6. Ease of starting a business in country 2 4
7. Ease of owning a business in country 3 5
8. Ease of registering property in country 4 3
9. Physical security of plant and employees in country 3 3
11. Economic incentives available for foreign direct investment?
(Such as Free Trade Zones/Economic Development Zones, etc.) 5
12. Non-tariff barriers
13. Tariffs/Taxes 5
14. Regulatory issues, including but not limited to: Countries not
recognizing the Industry certification. Will any other
paperwork/certifications be required to export products to
certain countries? 4 2

Total 47 52
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MARKET POTENTIAL Rankings
A B

1. Concentration of OEM fleet 3 4
2. Location of Service Centers N/A N/A
3. Market Demand Concentration 3 5
4. Location of export growth potential 3 5
6. Amount of foreign direct investment/market penetration in
country 4 5
7. Location of competitors' service centers/distribution
centers/fleets; Competitors to be considered include companies
such as: (Competitor 1, Competitor 2, Competitor 3,...) N/A N/A

Total 13 19
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Local Company, Inc.
Country Evaluation

Country Selection Matrix

MARKET POTENTIAL

20 10

65

Country B

Country A

325

————>  MARKET ATTRACTIVENESS ——>
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Local Company, Inc.
Country Selection for Distribution Center

Written Report on Factor Analysis for Country A

Location Attractiveness Factors C Country A

Political Stability
Country A is a democratic republic with a very strong system of constitutional checks
and balances. (...)

w

The World Bank’s “Worldwide Governance Indicators “for 2008 gave Country AQ a
Political Stability a ranking of 59.1. The ranking is on a scale of 0 to 100 with 0 being the
lowest and 100 being the highest.

Economic Stability

Country A’s economy greatly depends on X Industry, and the export of integrated
circuits, medical equipment, bananas, pineapples and coffee. Country A also has the
potential to become a major electricity exporter. Also, in recent years, Country A has
successfully attracted investments from important companies.

In 2007, Country A experienced a 5.1% increase in GDP. However GDP growth is
expected to slow to 2% in 2009 due to world economic conditions. Country A’s national
currency is the C.A, and as of 01/09/09 the conversion rate was 1.00 USD = 1586.25 C.A.
Country A has one of the highest inflation rates at 17.9% in 2008, but that number is
expected to decrease to 11% in 2009.

According to The Heritage Foundation’s 2009 Index of Economic Freedom, Country A’s
economic freedom score is 79.9, ranking as the 00" most economically free in the 2009
Index. Country A ranks 0™ out of 29 countries in the Region for Economic Freedom and
its overall score is above the world and regional averages.

Market Access

The World Bank Group’s Doing Business 2009 ranks each country according to the
“Ease” of doing business within that country. One of the factors taken into account is
the “Ease of Trading Across Borders”. Ranking is determined through compiling
procedural requirements for exporting and importing a standardized cargo of goods by
ocean transport. Every official procedure for exporting and importing the goods is
recorded—from the contractual agreement between the two parties to the delivery of
goods—along with the time and cost necessary for completion. All documents required
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for clearance of the goods across the border are also recorded. For exporting goods,
procedures range from packing the goods at the factory to their departure from the port
of exit. For importing goods, procedures range from the vessel’s arrival at the port of
entry to the cargo’s delivery at the factory warehouse. Payment is made by letter of
credit. Local freight forwarders, shipping lines, customs brokers and port officials
provide information on required documents and cost as well as the time to complete
each procedure.

Country A ranks 00" out of 181 countries for Ease of Trading Across Borders.

The following table shows what procedures one must follow to export from or import
into Country A as well as the time, cost and documents that are required to do so.

Nature of Export Procedures Duration (days) | USS Cost
Documents preparation 9 S
Customs clearance and technical control 4 S
Ports and terminal handling 3 S
Inland transportation and handling 2 S
Total: 18 1050.00
Nature of Import Procedures Duration (days) | USS Cost
Documents preparation 15 S
Customs clearance and technical control 5 S
Ports and terminal handling 2 S
Inland transportation and handling 3 S
Total: 25 1050.00

Export Documents

Import Documents

Bill of Lading Bill of Lading

Commercial Invoice Certificate of Origin

Customs Export
Declaration

Commercial Invoice
Customs Import Declaration

Export License Import License

Insurance Certificate Insurance Certificate

Letter of Compliance Packing List

Terminal Handling Receipts

Terminal Handling Receipts
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Each year Export-Import Bank (Ex-Im Bank) of the U.S. produces a Country Limitation
Schedule which indicates where Ex-Im Bank is “open for cover” and where Ex-Im Bank is
“off-cover”. The schedule is organized along three dimensions: the country where the
risk lays, the sector (public or private) and term of total exposure (including both
disbursement period and repayment term). The public sector is defined as including
those companies which are at least 50% owned, directly or indirectly, by the
government. If a country in the schedule has an X mark, this indicates that Ex-Im Bank is
“off-cover” and is therefore not willing to consider approval of routine transactions.
These “off-cover” determinations are due to economic and/or political risks associated
with the country. The “open for cover” designation refers to the possibility, rather than
the certainty of Ex-Im bank support; all programs are subject to case-by-case approval.

According to the Ex-Im Bank’s Country Limitation Schedule, Country A A dopent for
coveré with no restrictions in the private or public sectors when it comes to lending.

Country A’s public infrastructure has suffered from lack of maintenance and new
investment. Most parts of the country are accessible through the road system, although
much of the system has fallen into disrepair. Country has 55,660 kilometers of total
roadway, only 10,843 km of which are paved leaving 31,919 km unpaved and some of
these roads can only be driven with a 4-wheel drive vehicle. Further, signage is often
lacking and sometimes confusing, and outside of downtown and few areas have formal
addresses.

Country A has a total of 192 airports; only 43 of these airports have paved runways. The
main airport, A International has 15 gates; 10 of them with jet ways, and eight new
boarding rooms allowing the airport to be capable of housing seventeen commercial
airplanes at the same time. Twenty international passenger airlines and fifteen cargo
airlines serve A Airport.

Country A has only one maritime fleet.
Country A only has 491 km of railway; however none of the railway network is in use.

E-commerce is still underutilized in Country A. About 70% of the small and medium
sized businesses in Country A do not have internet service and only 27% of the ones that
have internet service have broadband capabilities. The cost of a connection of 4
Megabits per second (Mbps), as of today is US$169 per month in Country A, whereas
throughout the rest of the world many homes are serviced via fiber optic of up to 100
Mbps for a cost of USS55 per month. Internet service has been dominated by a private
company as the sole service provider, however under a new internet service provider
has been opened up to competition. However, the country does enjoy 93% telephone
coverage.
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Shipping companies such as DHL, UPS, Volare Group and Expapit can be found
throughout Country A.

9 If operations are set up in a Country A Free Trade Area (FTA), the latest pick-up
will be a little after 4:00 p.m. as the shipment will have to go through Customs,
which is only open until 4:00 p.m. as well.

9 If operations are sets up outside of an FTA and near the major airport, DHL or
UPS can pick up as late as 7:00 p.m. Transit time from Country A to the rest of
the Region can take up to two business days.

Ease of Starting &8usinessn Gountry

According to the World Bank Group’s Doing Business 2009 Report, Country A ranks 00"
out of 181 countries for Ease of Starting a Business. The following steps must be taken
in order to open a business in Country A:

No: Procedure Time to complete: Cost to complete:
Check the availability of the
proposed company name and
reserve the name in the Public
Registry

A notary public drafts and notarizes
a public deeds of the incorporation

USD 25 cost + $75 fee,
1 day included in incorporation
costs

About 1.25% of the
registered capital, included

2 [charter for registration before the 1 day o . .
) . . in incorporation costs with
Mercantile Section of the Public ..
. a minimum of S00000
Registry

Send the notice of the constitution
of the company for publication in

3 Country A's official newspaper and 1 day >0
obtain a receipt

4 |Deposit capital in the bank account 1 day no charge
Register the incorporation charter

5 |lin the mercantile section of the 3-4 weeks see comment
public registry
File Form D-140 with the before the

6 [Tax Department to register the firm 2 days see total
as a taxpayer

7 |Legalize the company’s books 2 days usD 35

3 Apply for the business _Iic.:ens.,e 18 days USD 200
(patent) from the municipality

2-3 weeks
9 |Apply for sanitary permit (simultaneous with usD 30

previous procedure)
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http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#2
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#2
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#2
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#2
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#3
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#3
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#3
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#3
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#4
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#5
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#5
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#5
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#6
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#6
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#6
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#7
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#8
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#8
http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=50#9

Register the company as an

10[employer with CASS (Social Security 7 days no charge
Institution)

11 CCSS con’ducts_::_\r? inspection at the 1 day no charge
company’s facilities
Register for labor risk insurance

12 lwith the National Insurance 1 day no charge
Institute

Total S500 - $550

According to The Heritage Foundation, the overall freedom to start, operate, and close a
business remains limited by Country A’s regulatory environment. Starting a business
takes an average of 60 days, compared to the world average of 38 days.

Furthermore, any foreign company that plans to open a branch in Country A must
appoint and retain a legal representative with full Power of Attorney concerning the
business of the Branch. Similar to U.S. law, foreigners must become residents in order
to work in Country A.

Ease ofOwning a Businessn Gountry

As stated before, any foreign company that plans to open a branch in Country A must
appoint and retain a legal representative with full Power of Attorney concerning the
business of the Branch. An unlimited Power of Attorney authorizes a person to act on
behalf of a company and it must be given by a representative of the parent company
with sufficient power, before a Country A Public Notary or the local Country A
Consulate. Additionally, foreigners must become residents in order to work in Country
A. Employment contracts do not cause as many difficulties in Country A. An employer
may terminate an employment contract with or without cause; however the employee
is entitled to severance indemnities.

Ease oReqistering Property in Gountry
According to the World Bank Group’s Doing Business 2009 rankings, Country A ranks
00" out of 181 countries for Ease of registering property. The following steps must be
taken to register property in Country A:

No: Procedure Time to complete: Cost to complete:
Obtain a literal
e 1 day
certification from the . .
1 National Registry (on (simultaneous with S
. BIstry procedures 2 & 3)
line)
. 1 day
Obt dastral pl
2 ain a cadastral pian (simultaneous with S

from the Cadastre

procedures 1 & 3)
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. 1da
Obtain a tax clearance y

3 [certificate from the (simultaneous with $
L procedures 1 and
Municipality
2)
A lawyer/notary drafts
4 [the sale agreement as a 1-2 days S

public deed

1.5% of property price (transfer tax) +
C.A S (Fiscal Tax) + C.AS + 0.5% of

1 day property price (National Property
Register) + 0.2% of property price +
0.1% of property price + 3250 C.A Fee

Pay transfer tax and the
stamp duties at the
Country A National
Bank

File the public deed for
registration at the
National Property
Registry

15 days Already paid in Procedure 5

Total $2,550

PhysicalSecurity of Plant and Employeesin Gountry

There have been no recent acts of terrorism in Country A. However, crime has become
an increasing concern for Country A and visitors alike. Day time robberies in public
places occur, and thieves have been known to carry weapons or threaten violence if
victims resist. Also, for safety reasons the Embassy does not place its official visitors in
hotels, but instead puts them at the larger hotels in the outlying suburbs.

Groups have been known to invade properties in various parts of the country in order to
take advantage of legal provisions that allow people without land to gain title to unused
agriculture property. These squatter groups are often supported by politically active
persons and non-governmental organizations and even local courts may show
considerable sympathy to them. Victims of squatters have reported threats,
harassment and violence.

Economic Incentivedvailable for Foreign Direct Investment (Such as Free Trade

Area/lEconomic Development Zones, etc.)

Country A offers investment incentives for foreign companies, one being the Free Trade
Zone (FTA). The FTA is a primary area for offshore tax and customs operations. They
are restricted zones with no residential population, authorized to serve as such by the
Government’s Executive Branch. The facilities are intended to accommodate operations
engaging in input and raw material imports, manufacturing and assembly or marketing
of export goods and provision of export-related services.
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Basic requirements for a company to join a FTA include new initial investment on fixed
assets of at least US$000,000 for companies inside industrial parks, and US$0,000,000
for those outside.

Companies meeting the following requirements can apply for Free Trade Area status:
1 Export processing industries engaged in processing or assembling raw materials to
produce export / re-export finished goods.
9l Export trade companies (not producers) engaged in handling, repacking, or
redistributing non-traditional export / re-export products and merchandise.

Any company operating in a Free Trade Area Regime is eligible for the following
benefits:
fExemption from payment of all taxes and consular duties on imports of raw
materials, manufactured or semi-manufactured products, components and parts,
packaging and container materials, as well as other merchandise and goods
required for their operation
flExemption from all taxes and consular duties affecting the imports of machinery
and equipment, as well as those of their accessories and spare parts, and on
imports of motor vehicles required for their operation, production, management
and transportation
fExemption from all taxes associated with the exportation or re-exportation of
products. This exemption shall be granted for re-exportation of production
machinery and equipment from the Zones that have entered under this Regimen.
lExemption for a term of ten years counted from the start of the operations from
payment of taxes on capital and net assets, from payment of property taxes and
from payment of the tax on transfer of real estate.
i Exemption from sales and excise taxes on purchases of goods and services.
Y Exemption from all taxes on remittances abroad.
flExemption from all taxes on profits

Non-Tariff Barriers

There are no significant trade barriers affecting the entry of most goods and services
into Country A. Import licenses are not required for most products coming into Country
A. Only some products require an import permit from the Country A Ministry of Health.

Conversely, Country A customs procedures are complex and bureaucratic although
recent improvements, such as electronic “one stop” import and export windows have
greatly reduced the time required for customs processing.
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Tariffs/Taxes

Country A assesses duties on an ad valorem basis. The ad valorem duty, which ranges
from 1 to 15% in Country A, is levied on the CIF (cost + insurance + freight) value. A
variable selective consumption tax is added onto the CIF + Duty

Yet, as a member of C.A.Region Agreement 75% of the imports coming from the U.S.
arrive into Country A duty-free. All U.S. products being imported into Country A that fall
under Chapter 88 of Country A’s Harmonized Tariff Schedule are duty-free. Specific
tariff rates for other products would have to be determined individually.

Requldory Issues, including but not limited to:
M Countries not recodnizing thelndustry Certification. Will _any other
paperwork/certifications be required to export products to certain countries?

Country A generally does not require any special documentation for the entry of goods
other than commercial invoices, bills of lading and airway bills. However, for imports
from C.A.Region countries, Country A importers must present to Customs Authority the
necessary information that can certify the origin of the goods. The import of used tires
without wheels is prohibited due to a sanitary regulation.

Country A exports must be registered with the Central Bank for statistical purposes.
And the Government of Country A maintains export controls on some products. Other
than that, there are no other restrictions.

Location Potential Factors for Country A vs B
Concentration ofOEM Corporation

Country MXT CVT

Country A 17 0
M 72 47
Country B 20 3
E 13 1
H 1 1
T 14 2
\/ 0 0
B 0 0
Total: 137 54
H 225 31
Z 21 1
Total: H& Z 246 32

According to Local Company, Inc. Country A holds 17 CVT and MXT within the country,
compared to Country B’s total count of 23.
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Location of Service Centers

OEM Corporation Service Centers
CVT MXT
Country Country
Country Country
Country Country
CVT 2 MXT 2
Country Country
Country Country
Country
Country CVvT3
Country
MXT 3 Country
Country Country
Country Country
Country Country
Country

Market Demand Goncentration

U.S. Exports of

Product Product description

%
Country Flows in USD Change

2006-

Year 2006 Year 2007 Year 2008 2008

Country 0 0 0 0%
Country 0 0 0 0%
Country 0 0 0| 512.44%
Country 0 0 0 0%
Country A 0 0 0| 112.24%
Country 0 0 0 0%
Country B 0 0 0| 306.74%
Country 0 0 0| -73.88%
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U.S. Exports of

Product 2 Product 2 description

%
Country Flows in USD Change

2006-

Year 2006 Year 2007 Year 2008 2008

Country 0 0 0 81.65%
Country B 0 0 0| 626.02%
Country 0 0 0 0%
Country 0 0 0 0%
Country 0 0 0| -92.23%
Country 0 0 0| -36.52%
Country A 0 0 0| -44.46%
Country 0 0 0| -98.86%

Location ofExport Growth Potential

According to the above graphs, Country A has a growing market for the import of
Product 1 but a declining market for Product 2. Exports to Country A from the U.S. of
Product 1 increased from 2007 to 2008 however exports of Product 2 declined by
44.46% from 2006 to 2008. The growth in this market may be slowing somewhat.

Location ofOther Distribution Genters

See“[ 201 GA2Y 2F O2YLISGAGI2NARQ

Amount of Foreign Direct Investment/Market Penetration in Gountry

New foreign direct investment in Country A from all countries was:

2005 - $1.568 million
2006 - $1.989 billion
2007 - $2.258 billion

2008 — Just above $2.5 billion

The Central Bank of Country A projects a substantial decrease in foreign direct

investment in 2009 to $1.689 billion.

Location of 2 Y LJS (i Eeivizeli@nt@rs/Distribution Centers

Competitors to beconsideredinclude companies such as

- Competitor 1 —none in the area
- Competitor 2 —none in the area
- Competitor 3 —none in the area
- Competitor 4 — none in the area
- Competitor 5 —none in the area

Prepared by Kansas World Trade Center, Inc. - December 1, 2009
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Local Company, Inc.
Country Selection for Distribution Center

Written Report on Factor Analysis for Country B

Location Attractiveness Factors C Country B

Political Stability
Country B has a constitutional democracy in which a President and Vice President are
elected for five year terms; these two positions make up the Executive Branch.

The World Bank’s “Worldwide Governance Indicators “for 2008 gave Country B’s
Political Stability a ranking of 39.3. The ranking is on a scale of 0 to 100 with O being the
lowest and 100 being the highest.

Economic Stability

Country B’s economy is primarily based on a well-developed service sector which
accounts for 80% of the country’s GDP. Country B’s main services include the B - Free
Trade Area banking, insurance, container ports, flagship registry, tourism and medical
and healthcare. Also, a $3.9 billion Country B infrastructural project began in 2006 and
is scheduled to be completed by in 2012. This will assist in boosting Country B’s
economic growth and will create 6,000-8,000 direct new jobs.

Country B’s economy saw a growth rate of 10.1% in 2006, 13.5% in 2007, and 10.5% in
2008. However, due to the global economic downturn, the GDP growth rate for 2009 is
expected to drop to 1-3%.

According to The Heritage Foundation’s 2009 Index of Economic Freedom, Country B’s
economic freedom score is 54.2, which makes its economy the 00™ freest in the 2009
Index. Country B ranks 00™ out of the countries in the Region and its overall score is
above the world and regional averages.

Market Access

The World Bank Group’s Doing Business 2009 ranks each country according to the
“Ease” of doing business within that country. One of the factors taken into account is
the “Ease of Trading Across Borders”. In order to rank this, Doing Business compiles
procedural requirements for exporting and importing a standardized cargo of goods by
ocean transport. Every official procedure for exporting and importing the goods is
recorded—from the contractual agreement between the two parties to the delivery of
goods—along with the time and cost necessary for completion. All documents required
for clearance of the goods across the border are also recorded. For exporting goods,
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procedures range from packing the goods at the factory to their departure from the port
of exit. For importing goods, procedures range from the vessel’s arrival at the port of
entry to the cargo’s delivery at the factory warehouse. Payment is made by letter of
credit. Local freight forwarders, shipping lines, customs brokers and port officials
provide information on required documents and cost as well as the time to complete
each procedure.

Country B ranks in the top 20 out of 181 countries for Ease of Trading Across Borders.
This is essential as Local Company, Inc. will need to import to and export from this
country without many delays.

The following table shows what procedures one must follow to export from or import
into Country B as well as the time, cost and documents that are required to do so.

Nature of Export Procedures Duration (days) | USS Cost
Documents preparation 4 S
Customs clearance and technical control 1 S
Ports and terminal handling 1 S
Inland transportation and handling 3 S
Total 9 950.00
Nature of Import Procedures Duration (days) | USS Cost
Documents preparation 6 S
Customs clearance and technical control 1 S
Ports and terminal handling 1 S
Inland transportation and handling 1 S
Total 9 985.00
Export Documents Import Documents
Bill of Lading Bill of Lading
Commercial Invoice Commercial Invoice
Customs Export Declaration Customs Import Declaration
Packing List
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Each year Export-Import Bank (Ex-Im Bank) of the U.S. produces a Country Limitation
Schedule which indicates where Ex-Im Bank is “open for cover” and where Ex-Im Bank is
“off-cover”. The schedule is organized along three dimensions: the country where the
risk lays, the sector (public or private) and term of total exposure (including both
disbursement period and repayment term). The public sector is defined as including

Prepared by Kansas World Trade Center, Inc. - December 1, 2009

19



those which are at least 50% owned, directly or indirectly, by the government. If a
country in the schedule has an X mark, this indicates that Ex-Im Bank is “off-cover” and
is therefore not willing to consider approval of routine transactions. These “off-cover”
determinations are due to economic and/or political risks associated with the country.
The “open for cover” designation refers to the possibility, rather than the certainty of
Ex-Im bank support; all programs are subject to case-by-case approval.

According to the Ex-Im Bank’s Country Limitation Schedule, Country BA &penifor covere
with no restrictions in the private or public sectors when it comes to lending.

National Transportation Infrastructure (roads, airports, ports, et), Intra-country
Transportation Infrastructure, Availability of Private Sector Logistics Companies
Operating in Country with Capability of After Hour Pick-up Times

Country B has 13,578 total kilometers of roadways, only 6,150 km of which are paved.
However, between 2006 and 2009 there were nearly 800 projects in progress to
enhance the road network. There are three main roads in the Country B.

Country B has a total of 132 airports, only 67 of which have paved runways and only 9 of
those are full-fledged airports, meaning that they have immigration and customs
services. The main airport recently finalized a $95 million expansion of the passenger
and cargo terminals. Three major U.S. airlines serve the country, as well as others from
different countries.

Country B has a total of 4,920 merchant marines, with three main ports.

Country B has excellent telecommunications infrastructure and services which includes
broadband internet services, calling card availability, public phone services and many
public places to access internet services and international phone calls. Cell phone
service is based on the GSM technology.

Major shipping companies such as DHL and UPS have services in Country B as well as
smaller shipping companies. Upon contacting a customer service representative with
DHL, the following information was obtained:
I Local Company, Inc. were to locate within the B — Free Trade Area, the latest pick-
up time would be 5:00 p.m.
flIf Local Company, Inc were to locate anywhere else within Country B, the latest
pick-up time would be 8:00 p.m.

Country B is expected to become the on of the region’s principal multi-modal logistics
center in the coming years.

Prepared by Kansas World Trade Center, Inc. - December 1, 2009

20



Ease of Starting a business in country

According to the World Bank Group’s Doing Business 2009 Report, Country B ranks 00
out of 181 countries for Ease of Starting a Business. The following steps must be taken
in order to open a business in Country B:

Procedure

Time to Complete (days)

Cost (in USS)

1. Hire a registered agent 1 S
2. Notarize articles of incorporation 1 S
3. Register at the Mercantile 7 S depending on
Division of the Public Registry amount registered
4. Obtain a notice of operation thru 2 S
the “Country B” website
5. Register for taxes 1 S, corporations annual
license tax
6. Register with municipality S
7. Request an employer’s (no charge)
inscription number from the Social
Security Administration
Total 14 days 945.00 - 1,230.00

Further, according to The Heritage Foundation, the overall freedom to start, operate,
and close a business is relatively well protected under Country B’s regulatory
environment. Starting a business takes an average of 19 days, compared to the world

average of 38 days.

Country B has one of the most flexible and modern corporate law frameworks in the
region. The following are just a few of the many advantages offered by the Country B’s

corporate law:

1. Two or more persons of any nationality may organize a corporation in Country B
even if those persons do not reside in Country B. The articles of incorporation
may be executed anywhere, and in any language as long as a native language
translation is submitted for registration.

2. There are no requirements regarding the amount of paid in capital.

3. A Country B corporation may be owned by a single individual or corporation and
no part of the capital needs to be held by a person from Country B unless they

will be partaking in certain operations within Country B.

However, every corporation organized according to the laws of Country B must have a
resident agent within Country B who must be an attorney.
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Ease of Owning a Business in Country

According to Country B’s constitution, foreigners and nationals are treated equally
under the law. Further, laws in general make no distinction between domestic and
foreign companies. Country B companies and foreign companies must complete the
same fundamental requirements to organize and operate most types of business
activities in Country B. However, there are restrictions on foreigners participating in
retail trade. Yet, there are legal ways to overcome these restrictions.

Country B’s banking system is modern and efficient and payments have not represented
any problems for those doing business in Country B. Also, the U.S. Dollar will soon
become the currency so there will not be a central bank. There are no foreign exchange
controls or restrictions on capital flows into or out of the country.

Conversely, Country B has somewhat inflexible labor laws which are a source of concern
for prospective investors. Firing practices are extremely regulated which reduces labor
mobility and inhibits hiring. It is wise to seek legal counsel before hiring any Country B
workers.

Overall, the Government of Country B actively encourages foreign direct investment.

Easeof Registering Property in Country

According to the World Bank Group’s Doing Business 2009 rankings, Country B ranks
00" out of 181 countries for Ease of registering property. The following steps must be
taken to register property in Country B:

No: Procedure Time to complete: Cost to complete:
Obtain a non-encumbrance 2-3 days
1 |certificate at the Public Registry | (simultaneous with S
Office procedure 2)
15 days

Obtain a certificate of good

- -
standing from the General Office (simultaneous wit S

procedure 1)

A lawyer prepares the sale

agreement 2 days 2

Payment of the Transfer and 2% of property value transfer

4 Capital Gains Taxes 2 days tax + 10% capital gains tax
Notarization of the sale

5 lagreement and preparation of the 2 days $175
public deed
The public deed is filed and 0.25% of property price

6 recorded at the Public Registry 7-10 days (registration fee) + $7 for
Office under the name of the filing + S15 for analyzing the
buyer document
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A copy of the recorded deed is
filed at the Office to record the
7 15 days no cost

new buyer and the new value for

tax purposes

S300 + 2% of property vale
transfer tax + 10% of capital
gains tax + 0.25% of property
price

Total 43 — 46 days

Physical Security of Plant and Empém®s in Country

U.S. citizens are warned not to travel to specific areas of Country B. U.S. citizens,
Country B citizens, and other foreign visitors have been victims of kidnapping, violent
crime and murder in this area.

Crime in Country B capital is moderate yet increasing, due in particular to the presence
of gangs. Crimes in these areas are typical of those found in any metropolitan area,
ranging from rapes to armed robberies, purse-snatching, muggings, petty theft, and
“express kidnappings” from ATM machines, in which the victim is briefly kidnapped and
robbed after withdrawing cash from an ATM.

Economic _Incentives Available for Foreign Direct dstiment (Such as Free Trade

Areas/Economic Development Zones, etc.)

One foreign direct investment incentive in Country B — Free Trade Area. The Country B’s
Free Trade Area (CBFTA) is one of the largest in the zone in the in the region. The
success of the CBFTA is due to a combination of the following: the geographical location
of Country B and the fact that soon the US dollar will be legal tender, a large banking
center on its doorstep, a developed insurance and reinsurance industry, and relatively
uncomplicated business requirements.

The CBFTA offers residents many benefits. It offers free movement of goods and
complete exemption from tax on imports and re-exports. Furthermore, there are no
taxes on the export of capital or the payment of dividends. There are also reduced
income tax rates on earnings from re-export sales. Plus, firms located in the CBFTA are
exempt from import duties as well as from guarantees, licensing and other
requirements and limitations on imports. Companies located in the free area do not pay
corporate income tax and merchandise arriving at, stored in, or leaving the CBFTA
destined for a foreign country is exempt from taxes, charges or any type of tariff. Also,
CBFTA firms are not required to pay any type of federal or municipal tax.

Corporations or individuals of any nationality can set up their operations in the CBFTA
without obtaining a commercial license or investing any minimum amount of capital.
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The firm must simply file an application and provide a copy of the articles of
incorporation and bank references.

Country B and the United States successfully concluded negotiations of a free trade
agreement in December 2001 and it was signed in February 2005. The agreement has
since been ratified by the Country B National Assembly and it currently awaits
Presidential submission to the U.S. Congress for ratification. Once ratified by the U.S.
Congress, the agreement will greatly reduce or eliminate trade barriers between the
two countries including import tariffs. The current Country B president has made this
topic one of his administration’s top priorities.

Non-Tariff Barriers

No import licenses are required; any company holding a commercial license can freely
import goods into Country B. Processing of Customs documents for imports is fast,
efficient and reliable. Country B has an open economy and there are no significant
market access problems related to standards and technical regulations.

Tariffs/Taxes

Country B assesses import duties on an ad valorem basis. In some cases, historical price
information will be used as a reference. In addition to the duty, all imports into Country
B are subject to a 9 percent transfer or value added tax levied on the CIF value, and
other handling charges.

Requlatory Issues, including but not limited to:
 Gountries not recognizing specific Cetification. Will _any other
paperwork/certifications be required to export products to certain countries?

All import transactions that are over $400 require a customs broker for clearance. The
customs broker must be licensed by the Government of Country B. There are no specific
U.S. Export Controls regarding Country B with the exception of firearms, ammunition
and certain high tech goods that require U.S. export licenses.

Basic import documentation required by Country B Customs office includes:

- Import Declaration (prepared and signed by a customs broker),

- Commercial Invoice (original & copies to be presented in English & Native Language)

- Airway Bill,

- Bill of Lading (to be presented in triplicate),

— Commercial license number,

- Phytosanitary Certificate (In case of animal and plant products, to be obtained from
the U.S. Department of Agriculture) Country B Food Safety Authority

- Certificate of Free Sale (if required), and,

- Certificate of Origin (if required)
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The fiscal code regulates all matters concerning Country B’s exports. The code
establishes that all national products may be exported, except the following
- Drugs, with the exception of those having pharmaceutical or scientific purposes
- Staple products determined by the government to be temporarily scarce
- Those products the Country B government decides not to export for reasons of
international agreements of for the economic interest of the country.

Local regulations require labels to be in Native Language; however this is not enforced
at present.

Location Potential Factors C Country B

Concentration ofOEM Corporation

Country MXT CVT

Country A 7 0
6] 72 47
Country B 15 5
P 3 0
F 1 0
H 17 2
C 0 0
A 0 0
Total: in the region 115 54
G 225 31
L 21 1
Total: Other Countries 246 32

According to Local Company, Inc. Country B holds 15 MXT and 5 CVT within the country.

Location of Service Centers

OEM Corporation Service Centers
CVT MXT
Country Country
Country Country
Country Country
CVT MXT
Country Country
Country Country
Country
Country CVvT
Country
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MXT Country
Country Country
Country Country
Country Country

Country

Market demand concentration

U.S. Exports of

Product 1 Product 1 description
Country Flows in USD % Change
Year 2006 Year 2007 Year 2008 2006-2008
Country 0 0 0 0
Country 0 0 0 0
Country 0 0 0 0
Country 0 0 0 0
Country A 0 0 0 112.24%
Country 0 0 0 0
Country B 0 0 0 359.56%
Country 0 0 0 -73.88%
U.S. Exports of
Product 2 Product 2 description
Country Flows in USD % Change
Year 2006 Year 2007 Year 2008 2006-2008
Country 0 0 0 0%
Country B 0 0 0 622.36%
Country 0 0 0 0%
Country 0 0 0 84.71%
Country 0 0 0 0%
Country 0 0 0 -36.52%
Country 0 0 0 0%
Country 0 0 0 0%

In 2008 Country B imported $1.95 million worth of Product 1 from the U.S., and they

imported $86.26. Therefore, Country B itself has a large market for OEM.
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Location of Export Growth Potential

According to the above graphs, Country B has a large potential market for the import of
product 1 and 2. Exports to Country B from the U.S. increased from 2007 to 2008 and
exports of increased from 2006 to 2008. The growth of these export numbers is
staggering.

Location of Other DistributiorCenters
{SS a[20FGA2Yy 2F O2YLISGAG2NEQ aSNBAOS

Amount of Foreign Direct Investment/Market Penetration in Country
Foreign Direct Investment (FDI) in Country B
1998-2008 (In nominal USS millions)

Year FDI ($) 2003 867.6
1998 1,618.7 2004 1,219.0
1999 517 2005 862.1
2000 723.8 2006 2,194.9
2001 667.1 2007 1,857.2
2002 97.2 2008 2,431.0

[20FGA2Y 2F / 2 YIidS/DistibaiokECentefs/'S NIDA OS / Sy
Competitors to be considered include compansggh as:

- Competitor 1 — none in the region
- Competitor 2 — none in the region
- Competitor 3 —none in the region
- Competitor 4 — none in the region
- Competitor 5 — none in the region
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