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It    Introduction 
Mesare.   Mohamedali Haiderbhai ana Co.  of Dar es  Salaam,   P. 0.   Box 21250 have 
approached INDC^FTíffi in connection with the  intended reconstruction and exten- 
sion of  their existing  Saw Mill now operating  in  Changombe on a limited scale. 
They have  alrsc dy obtained land ana  started  some  preparatory work on their new 
plot Fe.   123  in  the Pugu Rd.   Industrie Area.     They have also  contacted the 
Fational   BanK of  Commerce for a loan cf Sha.   10U,Q00/-  to cover a part of the 
total  coat of  the Project.     The Bank in turn has  requested them to aubmit a 
pre-investment  study report  including description of the project and marketing 
possibilities  as  well  as the  profitability and liquidity analyses. 

2.    Summary and Conclusions. 

1. The  sponsors  ¿.re  a wall  established Company  experienced in log and timber 
business and successfully operating a  smaller saw mill. 

2. At a fixed   capital  cost  of Shs.   ¿7i>000/- and total   investment of about 
Sus.   67û,OOu/- tney intona to reconstruct and extend the saw mill by 
adding a moiaarn new vertical band saw  and to  move the plant  into  suitable 
new premises. 

3. There exidts  sufficient  locai  uem na for sawn timber to enable the Company 
to market  their total   arouuction oí  3awn timber without difficulties. 
Besides,   there exist some possibilities  to  export  a part of timber into 
neighbouring countries. 

4. The  Sponsors propo3e to undertake all   necessary financing  except  for the 
portion being sought from  the Bank (she.   100,OOO/-). 

5. The  calculationa  end analyses whicl'. follow ana which are  based on sufficie- 
ntly conservative  assumptions show that  the  project   is financially viable 
and sound.     Operating at  a realistic  level  of   production it yields about 
iy% on equity or 1% on  tota¿   inves truant.     The internal rate of return  is 
20>'  ana the  pv.jback period 5 years,     Basiaes  being commercially profitable 
the  project  will  result   in soiiio  au-. itional  employment by creating nov 
working placo;:  in   tue  ¿nlarg^a sevi;   :ili  una  lot and  timber y.rds. 

6. The  liquidity -analysis  shows tn-t tni:  project  can meet ¿11  costs  and service 
its  total  debt v.ith a wide margin 01'  aaiety. 

3•    Description ai   the Project and War-xtin^ Possibilities 

The Company was  established  in Dar es Salaam some 30 years ago and is a family 
concern.     They started to du.i in logs in 1962 and in sawn timber (mostly 
Mninga)   in I966.     The  present  ..ctivitios  of  the  Company comprise a profit-bi§, 
though small  Saw Mill   in Changombe with a  General  Store  on the  same  premises•• 
They also operate a BaKory .ana conduct trucking  business. 

The plant  in Chanyombe  Coinpriooü a vart^o-..l  bend Saw,   a circular and o oross- 
outtiiic,  beiicn  a a-/.     At present,  the  capacity of  the mill  is about 125 cu.ft. 
of Mnmga logs  per day  in one  shift  (8 hours)  operation.     The machines ar« 
installed, under  an opon-siaed timbar framed shed.     There is a  amali  log yard 
ano. the  rest of  tie  plot is  useu   .s   ti>¡ber y,ru  where  sawr. timber is  stacked 
unuer a  temporary timber structure,     .'¿though the prouuetion is well  orüT.nizea 
and the  storage  oí  bwth logs  ana timber is  done  in the  best possible way,  •here 
seems  to   be no   possibility for ^n expansion of  activities due   to the very 
limited   S^-aCo   "V.liable. 
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The Comp-ny wishiiiö to expand farther Law already acquired v-nother plot 
(Vo,   123,  Pugu Industrial  Area)   suitable to accomodate  a larger 3aw mill  with 
adequate  loti  ..no timber y:.ru3.     it  io planned  to  erect  three  buildings of 
which  tiic  larger '-.:, (48x75 ft)  will acoor.iodate  the «aw mill  proper,   i.e.   the 
machinery,   while tiu two  other (2x35x75 ft.)  will be  aacu for stacking of  sawn 
timber aiu one r.f them will   accomod oto a  three-room office aa well.     This buil- 
dings  will  have a tot<~l  cüVtrau are., oi   8850 sq.ft aim  an oí fer h-s  alrea.dy 
been obtainea trom reputable contractors  for the  supply and erection of con* 
crete  sp^ns  -.nd purlins  inciuuing t!.e necessary  setting-out  and excavation works. 

The existing machinery wild   be removed from the  present piot  .¿nd inatallûê.  in 
the new  building    Besides,   a new,  larger vertic.il band saw will be  purchased 
una tnus the over'Ji capacity of the saw mili  incroasuu from the preaent 125 
ca.ft. ,   to about 375 cu.ft  of Mninga Iocs per clay (8  hours)  or about  110,000 
cu.ft  per year (2,;0 days). 

At a yield of  y.Jp tue logs  will  give •. bout  55>O00 cu.ft of sawn timber of 
various grades and sizes  and bring in an annual  revenue of approx.   ShStAtCXinil* 
The anticipated annual C08t  of production being  about   she.  1,04 million this 
will result in a net income  of  about sha.  100,OOO/-,   representing an adequate 
return of 15/<> on total investment. 

The total  fixed c...,ital  investment  into  the project  amounts  to shs.   276,00û/- 
anu includes  tao cost of  ianu. new buil  i/i^b ana  site  f-cilitios as  well ac  now 
and existing machinery.     The necessaiv vorking  capital   is estimated  to  be 
shB.   394*000 providing for  2 months'  s bock uf  logs anu  other requirements  to 
ensure  smentii opcr..ti-n of  the  s .w ¡ill. 

The raw material,  i.e.  ììninga Ioga aro ..vailable  to   the  company at  the indicated 
average  ¿.rice,  aelivereu to  the  Saw i-iill,     Sufficient   supply  is anticipated 
in tne  future.    As to  tue  m .rket  for tie final  product  there  should be no 
difficulties  in selling  the  a.wn  tinocr to contractors  and furniture makers 
in L»ar  es  Salaai.i,  as in the  cas¿  of   L >c.  quantities produced at present.     The 
Sponsors  h..ve  a vi e circle  of  customo.i.-,, and besides,   there  exist possibilities 
to export  a  p,.rt of their production. 

In our calculation,  ampio  provision v.v.s  made for overheads,   sales  expenses, 
contingencies and sufficient working capital has been foreseen.    Fixed capital 
cost and some  otli-r ulements  were  indicated b¿   the Sponsors. 

Further details are provided  oy  the Cost  Calculation  ana Profitability ;»nalyis, 
which shows that the project  is viable ..ne. will  be in a position to  aervioe 
its totaa  debt without difficulty. 

Cost Calculation and Profitability analysis 

Capacity of the ,,A, Mill  1 

Input 375 cu.ft. per day (8 hours),  i.e. 20 - 25 
Logs of 15 - 20 cu.it each 
Tote  :     Capacity 01   the exiating plant   ; 125 ou.ft. 

Capacity of the adaitional pianti 250 cu.ft. 

Operation.     290 d.,-3 per year,  une shift 

A.    Capital  Cost  stimate ¿jy^ 

1.    Land „nd Lan.: Improvements 

Plot  To.   123 in the Pugu Ha. 
Industrial .Jjta has boon  acquirec. 15(000 

1 

...-/3. 



2»    Buiimiua ¿nei Sit¿ FaOiliUW 

Thfc following building «i  are foroaoens 

Main Saw Mill Bulging,  48x75 ft. - 3600 sq.ft. 
Stacking ¿ouowu I with 
off io«                             35x75    " - 2625 - " - 
Stacking goaown II          35*75    " - 2625 - " - 

Total  oovcfeû area 8850 sq.ft. 

Buildings  aro foreseen  to be  oí   li^lit  concreta structures  with 
C.I.  roofing.    No walls   are foreseen  in the  main saw mill 
building,   while  tne stacking godouns  (excl.   of fico)   will  have 
a wall on  one sice oniy.     (An  offer has boon obtainou for the 
supply *nt- erection of  spans  p.nc^ purlins includine  setting 
out ana axcaratien works  for  Sh3.  6L>, 000/— ) • 
Approximate total  coat  @ shs.   lb/- oq.ft. 

Machinery and Bfruipmont 

1 Vertical Band Saw with accessorio:*. 
40 HP,   Itali-n m,.kc  (Primultini) 

1  VurtiCiU  Bene1   Saw 20  HP -  existing 
1  Circuì ,r oaw 15  Hp -       - " * 
1  Croso  Cutting  Saw Bench 5^P - " - 
1  Sharpening ik.chine — " - 

fourniture and Fixtures 
Spart Parta (l<J> of machinery) 
Installation costs (15/.  of machinery) 
Contingency (10-/. oí tue  total) 

160,000 

41,000 

30,000 

2,000 
7,ûOO 
11,000 
10,000 

101,000 

1 

Total Fixed C ,,iUl Coat ÜJeUmato 

1 Land anc Lanrl Improvements 
2 Buildings and Situ Facilities 
3 Machinery   .nd Equipment 

15,000 
160,000 
101,000 

276,000 

B.    tfettsowor Reauiroayftta 

Saw Doctor 
Kachine Oper»tors 
Helpers 
Clerk 
Watchman 

Total 

I 
4 
6 
1 
1 

15 

Por monfrh 

700 
275 
200 
300 
180 

8,400 
13,200 
19, ¿00 
3,6oc 
2,200 

46,600 

(Direct labour 3hs. 4O,800). 

C.    RAW Material Requirements per Year.. 

Quantity aawn por dc¿y  of 8 hours; 
Total  requirement of  iobs per year 
(375 cu.ft. x 290 days) 

Cost of  raw laal^rial  (Mninga IO^G) 
at an averlo   hua, 6/-  per cu.it» 
delivered to t,e  Saw Mill. 

375 cu.ft. 

108,750 ou.ft. 

,aûiû9,y. 

• » • -A» 
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Building» Ai-  í't-'-. 
Machinery I  equipment 12¿>- p.a. 

6,400 
12,600 

19,000 

1 
*•    Ovarhaads (annuali 

Depreciation 
Labour - indirect 
Power,  Water  ntc. 
Maintenance &. repairs 
Insurance,   le(>.l  fees,  land rent 
Postée,  Phtn; an-, Tei^raras,   3tr.ti.nery 
Wortcmen Compens-tion, KPF contribution 
Accounting Feo 
Contingencies 

19»000 
5,800 

10,000 
10,000 

5»ooo 
4,000 
2,500 
3,000 
3,000 

62,300 

Raw material in stock {2 months) 
Qoods in process (15 days) 
Finished gocd¡. (1 month) 
Accounts receivable (l month) 
Cash on hand 

°*     Tutal Coital Rafflajrfd 

Fixed Capital 
Working Capital 

H*     Caaitali|aticn («^««¿»,11 

Equity 
Loan 

I. 

Raw material 
Direct Labour 
Ovorh tails 
Interest (let year) 
Selling iacpGr.aea,  Bad Debts (5/a of Salta) 

145,000 
36,20© 

101,400 
101,400 
10,000 

394,000 

276,000 
394,000 

670,000 

570,000 
100,000 

670,000 

870,000 
40,800 
62,¿00 
9,coo 

60,900 

1,043,000 

J«    Afliiual | Salea Revamps 

Input of Mnina?. logs p.a. 
Yield of Sawn Timber*   50?* 

108,750 ou.ft. 
54,375 "     " 

Qrauu I (60#). 32,625 cu.ft. ® shs.29 • 3hs. 
Or.de II (40

E
;-) 21,750 " " • Sha.12 « 3hs. 

«asta woud 54,375 ou.   ft.  IOSE L>¿ 
• 48,935 cu.It. i-t 40 lb/ou.ft.  -       1,957,400 lb. 
At ahs.  l/-  por 200 lb. 3h8. 

..-/5. 

946,125 
261,000 
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Annual 3al<*a Revenue 

Loss Annual Cost of ^roduotion 
öroa» Income 
Los« Tax 40)e 

Hat Income 

Return on Equity 

Ratura on Total Invaataent 

1,217)000 

1,04i,000 

H+.OÒO 
69,600 

104,400 
18.30* 

15.6* 

Boria Hoaavar 
Xnduatrial ¿oonoœiatt 
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