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DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
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INDUSTRIAL STURI .. LND DEVELOPMuNT CLNTRE,

MOHAMEDALT HAIDTRBHAL & CO., PROPOSED Sik MILL EXTENSION
I. Ipjrodyction

Messrs. Mohamedali Haiderbhai anu Co. of Dar es Salaam, P. 0. Box 21250 have
approached 1NDCwINTRE in connection with the intended reconstruction and extenw
sion of their existing Saw Mill now operating in Changombe on a limited ecale.
They have alrs.dy obtained land an. started some preparatory work on their new
piot Mo, 123 in the Pugu Rd. Industric. Lrew. They have ulso contacted the
Fational Bank of Comuerce for a loan ¢f Shs. 10U,000/- to cover a part of the
total cost of the irojecte The Bank in turn has requesated them to submit a
pre-investment study report including deacription of the project and marketing
possibilities as well as the profitability and liquidity analyses.

2. §5gmg£x and Conclugions,

l. The spunsors avre a well estabiiched Company experienced in log and timber
business and successfuliy operating a smaller saw mill.

2y At o fixeud cenital cost of Sha. 276,000/- and total investment of about
Sha. 670,000/- they intend to reconstract and extenda the saw mili by
adding ¢ moworn new verticul banc saw -nd to move the plant into suiteble
11eW premises,

3+ There exists sufficient local uewn ne for suawn tiuber to snable the Compony
to market their total rouuction of sawn timber without difficultics,
Boagdes, thert exist some possibilities to export a part of timber into
neighbouring countries.

4+ The Sponsurs propose to undertike cll necessary financing sexcept for the
portion being sought from the Benk (she. 100,000/-).

9 The celcud.itionz ond z2nadyses whick follow ana which are based on sufficice
ntly conservative assumptions show that the project is financially viable
and sound. Operating at 2 renlistic level of production 1t yields cbout
19% on equity or 15 on tota: invesimente The intern:l rate of rotura is
207 ana the goobuack perdod 5 yearss Bosices being comeercially prefitable
the project will resudt in some nwitioned caployment by cre.ting new
working places in tue enlarges sov :ili wnd 1log ond tinber y.rds.

6. The liguidity ~nclysis shows tiot tic project can meet wll costs and servicc
its total debt with o wide murgin ol safetye

3. Description cf the Project and Maricting Pogsibilitj

The Compony was established in Dar es S.laam some 30 years ago and is o iomily
concerns They storted to de.d in logs in 1962 und in sawn timber (mostly
Mninga) in 196%. The prescnt .ctivitics of the Company comprise & profit.ble,
though small Saw Mill in Changonbe with o General Store on the sume prenises.
They wlso cperote v Bakery cnd conduci trucking business.

The plint in Chonombe Comprises o vert.c.l bend s.w, 2 circular ond a orosse
cuttin, buncr s> At present, tie copocity of the mill is cbout 125 cueft.

of limnga logs per day in vne shift (8 hours) operation. The machinus =re
instalied under ~in Open=-siced timber [ramed shed., There is a smell log voxd
ane the rest of the plot 18 used .8 tiibor y.rd where sawr timber is stackoed
ancer a temyor.ry timber structure, Jalthiough the prouuction is well orgenized
and the stor.ge of buth logs vcnu timher is done in the bost possiblc way, dhere
seums 10 be ne possibility for .n expoacioln of etivitiecs due to the very
limltea speee ~villablu,
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The Comp.ny wishin; to exp.nu furthoer los elreedy scyuired onother plot

(Fo, 123, Pugu In astrizl Ares) suitoble to accomoucte . lorger saw mill with
adequate log ol timber yiraus. Lt is plannea tv erect three builiings of

which tue larger ... (48x75 f£t) will zcoomodate she @aw mill proper, i.ce the
machinery, while tic two other (2x35x75 ft.) will be uscu for stucking of s.wn
timber onu vne ¢ thom will accomod te o three=rvom oftfice as welle The buile
dings will have @ tutel coverew are. oi 8850 sq.ft unc an offer L.s already

beun obtaineu trom reputacle contractors for the supply anéd erectivn of cone
crete spuns nd puriins incliading the ncecess.ry sctting-out and excavotion works.

The existing muclhinery wili be remouved Irum the present pivt .nd installcc in
the new buildingy Besides, o mnew, l.rger verticel band saw will be purchised
ahu thus the overall capacity of the snw mill increased from the present 125
cdefte, to wbout 375 cusft of Mning: logs per ceuy (8 hours) or about 110,000
cueft per yoar (20¢ days).

At a yicld of 5 tue logs will give . vout 55,000 cu.ft of s wn timber of
various grades ond sizes and bring in on onnual revenae of approx. Shs.jeRliile
The anticip.ted ammal cost of production being sbout shs. 1,04 million this
will result in 2 act income of .ibout sha. 100,000/-, repregenting an adeguate
return ot 150 on totul investment.

The total fixed c..ital investment iniv the project amounts to shs. 276,000/
ahu includes tie cost of dlanu new buil ings and site fueilities o8 well oo new
and existing mochinerye The necessarey working cuapit:l is estimated to be

she. 394,000 provi .ing for 2 montus' siock of logs ana vther requirements to
ensure smoutl opcerticn of the s.w 1 ill,

The raw wuteri-l, i.e. Mninga logs orc .voiluble to the company ot the irdicoted
aversge price, aelivered to the Sow wille Sufficicnt supply is anticipoted

in tue futurs. 4s to the m.cket for ti.c final product there should be no
difficulties in sclling the s wr timbcr to contractors anc furniturae meker:

in bar s Salcan, o6 in the cuse of (¢ quantities produced st present. The
Spunsors hove & vl g circle of custoncy. and besiues, there exist possibilitius
tu cxpurt a p.rt oI their production.

In our calcul:tion, ample provision ves made for uverheads, sules expenscs,
contingencies ang suificient working cojital hes beor forescen. Fixeu capital
cosdt uhu some othioe clements vere ikuicnted by the Sponsors.

Further detuils ore proviaed by tue Cost Cuscul..tiun anu Profitebility analyis,
whick shows that the project is viutle .nc will be in. a position to 3ervice
its totus debt witiout aiffaculty.

Cogt Calculation cni Profitobility .anclysig

Capecity of tho .. Mill 3

Input 375 cueite por day (8 hours), isce 20 = 2%

Logs of 195 = 20 cusit each

Pote 1 Capucity o1 the existing plant : 125 ou.ft.
Capacity of the 2dacitional plont:t 250 culft.

Opsgation: 290 Cis8 per year, one shift
g Cgpitel Cosi stimaty Shas
le Lghd -nd Lon. Improvgmeunts

Flot Yo, 123 in the Pugu Ra.
lndustrial .®ce hes beorn 2equairud 15,000

cee=/3,
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B.

C.

Bdddgangs on ite Fugihdiles
The followin, buildings are forcseen:

Main Saw Mill Buluing, 48x75 ft. = 3600 sq.ft.
Stacking gouwuwa 1 wath

office 39x75 " x 2625 - " -
Staucking godown I1 35x75 " = 2625 " -
Total covered area 50 sq.ft.

Buildings aro fureseen to be of li'ht concrete structures with
C.I. roofings I walls are foresecn in the mein saw mill
building, while tie stacking godowns (exels office) will have
a wall on oae sice only. (An offer hae been obtainca for the
supply anc crection of spans nnc purlins inc.uuing setting
out and exco¥wotion works fur Sha. 65,000/—).

Approgimato total cust & she. 18/ sqefts 160,000
Maguinery eud Iguipuent
1 Vertical Band Saw with accessorics.
40 HP, Itali.n m.ke (Primaltini) 41,000
1 Verticol Band 3aw 20 HP - existing
1 Circul .1 bow 19 Hp - - -
1 Crouss Cutting Saw Bench SHp « " = 30,000
1 Sharpenin: u.ching -
Furniture and Fixtures 2,000
Spare Parts (1Up of machincry) 7,000
Inst.lleticn costs (197 of muchinery) 11,000
Contingency (107, of tne total) 10,000
101,000
SESEEEREE
Tetad Fixed Cpitel Cogt istamato
1 Land anc¢ lLant Inprovements 15,000
2 Buildings -nc Site Facilities 160,000
3 Muchinery nda Eguipment 101,000
276,000
E P LT -3-2 3 1 11
Margower Requircngnis
Hes for wmongh RALAME S8 CdShis
Saw Ductor b 700 8,400
Macline Oporsetors 4 275 13,200
Helpers 8 200 19,200
Clerk 1l 300 3,600
Watchman 1 180 29200
L L ]
Total 15 46,4600
(Direct latuar She. 40,800).
Bay Materiol Requirenents por Yesr
Quantity scwn per dey of 8 hours: 375 ou.ft.
Total reyuirement of lougs per yeor
(375 cuet'te x 290 cays) 108,750 ousfte
Cost of raw ucv:rizl (Mninga logs)
ot Al aver . ¢ 2B, 8/- per cdelts
cdelivered tv t.e Saw Mill. Q5000

vernfie
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F.

G.

H.

1.

Jeo

Depregy tion
Bulldlnaﬂ 4/" Trele
MacLinery ¢ equipment l12f% psae

SQ¥erhoads (annual)

Depreciaticn

Labour - indirect

Power, Water atc.

Maintenance & repzirs

Insurance, lepcl fees, land rent
Postige, Fhen: an. Teiegrumsy Stoti.nery
Workmen Compens-tion, NPF contribution
dccounting lec

Contingencica

dorikdng copi t:l

Raw material in stock (2 munths)
Goods in process (15 days)
Finished gocd:. (1 month

hocounts receiveble (1 montk)
Cash on hand

y pito

Fixed Cupitel
Working Bapital

Sapdtaligoticn (sugiceted)

Equity
Loan

albMisd _Gost of -Proguction

Raw material

Dirwct Lobour

Overhcaus

Interest (1st year)

Selling gxponses, bad Debts (5 of Sales)

abldald Jates Rovgnys
Input of Mning~ logs peas
Yield of Sawn Timber: 50% = 54,37

Orauc I (60%) 32,625 cusft. @ shs.29 =
Or.de Il (405) 21,750 " " @ Shul2 =
F¥aste wood 54,375 cus ft. laess 1%
= 48,935 cus {ty ot 40 1b/oucfte =
it shs. 1/= per 200 1o, shas

000./50

5 ]
Shs.
Shs.

108,750 cuesfte

"

1,957,400 1b.

64400
124600

19,000

19,000
5,800
10,000
10,000
5,000
4,000
2,500
3,000
3,000

62,300

145,000
36,200
101,400
101,406
10,000

D < S

394,000

L

276,000
394,700
670,000

570,000
100,000
L ]

670,000

870,000
40,800
62, 300

9,000
60,900
1,043,000

L Y

9469125
261,000

9,875

e S

1,217,706

Ll i 133 1115 3]
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K. Paafit and loss Stalenent

Annual 3alues Revenue
Less Annual Cost of Froduetion

Uross Income
Less Tax 407

FNet Income
Return on Equity
Return on Total Investmont

Boris Hoesvar
Industrial doonomist,

1,217,000
1,043,000

174,000
69,600

104,400
18,308
15.6%

s R




sLeftzZT sLett1e poo*cot 1Tvi101 Y
GZZ*0T SZZ 00001 poo‘or ot 11
5L9°02 " SL9 o000z . . v
‘1‘ psvtat osv goo®ot pootoz 6 1
G5L9%01 5L9 goo‘ot ooo‘og 8 Al
0S0°vY 006°0T 0S0%Y 006 000°0% ooc‘oT 000“0Y ¢ || o
gz1éT11 GZT1'T 00001 000‘0s 9 11
oseé1T osest J#W cooéox 000°09 S 1
— GLséTT GLG*T gocot ooooL vy Al
. 008° 1T . 008t . oooot oo0*08 £ IX
0S97LY 52031 05974 | gzo¢z oocTov 000401 oootos | z 11} ¢
1 0sZ%ZT 0sz*z ocoo*ort ooo*oot | T I
0006 0005 0szZ*z x ¥ - - goo®oot |- AI=I} ¥
wnuuy Jeaa Jea) Atasjaenp 1q9 juas
| 384 Ayzajaenp /12301 Aras3zend | sreqoy tedrouragf1o¥sUIL
Butpuey %
Tedroutid ImIen
aygqedey junowy Tejol FTEF R 40 juswAedey asan Ls]

(wnyaojelow zesk [ ¢sjuswrejsut Atasjaenb tenba 01 f%6 £000%00T°SUS)

ToYeusIny (17w A5
T ¥ YRQIPTen TIcpeptucu




T T
o . ﬁﬁl - - . % JUewISIAU]
v°91 v*91 v°97 »°91 £°ot1 kv 0*91 L®ST 9°GT [e304 UO uanjay
€°61 £°6T £°61 £°61 Z°61 3°s1 $°81 £°81 % A3Tnb3 uo uanjydy
008%60T oo8*60T 005°%60T ons*eCY 564601 0LE*LCT 0tTZ*sor1 pov*vox awosu] 3JIaN
pozZce nozZse AT AL 7] onzéeL pee*eL 085°1L ovtéoL 009469 40y Xej 8837
g00*Eat oo0*eBt 009%¢8eT 0ooest gzgtzet 0S6°8LT 0SE*SLT 000*veT Xe| 830y43q SwWOdU]
I - - - - GL9 osoty 069%L 000%6 383383U] sse
000%¢€8T 000¢€8T o0ccéent 000*E3T 000%€8T aTs[IREX:] ¢ 0004g81 oocéent
o 4+ -+ +— 4 +—  a
ooo*veo®T | oootveott | nootventt | ooo*vectt | nco‘esott | cootveotT | oootveo¢t JonotveotTjunonpoay jo 3s0) ssaq
000%LTZ%T § 0o0%etz*tT § noo*Ltz®Y | oootLtz®T | oootetzét § oon%LT2®T | 0DO*LTZ®T [ooD%LTZéT anuaaay burjeaadg
8 L 9 S v * € z ‘ 1 — E 1YY _
Ld
bk B i k] EE W




-

v . =
sestveZ | sutett |&zotot )] 62o%scT) (529¢L auo.lh 83.«__&—9@. 995) - yse) paj3ETNENIDY
cos%szt | oce*szt | oos*szr | oos*szr| secsor] oee®9s | orzéve §(009°0LZ) WOCC ‘9eZ) sJueteg yse) 3aN
- - - ooo*cz | coofcy | coctoy - - juswiedoy ueoq)
- - - - - ocoves - 1e3rdey Gurwaon
- - - - - - 000%9LZ Teirdel paxyty
» | ’ | - - _— ” | ’ |
41 v
- _
goe*szt | oce*sz1 ] cos*ezr | cosset o»n.oma CTZ*vZT fOonv*eZY -  CELT
oco*et ] coodst 00o*sY 0co*eT 360 .ma nootst 000%6T ofateRdc} ¢ - woyjerdaidag
oos*ect | 0os*s0t ) no8*sct ] noB8*60T] S6€sCT) ceefeor] ctztsor | oovivor - xe} Io3pe ITH0Id
.
8 L 9 < z L4 0 IuA
TOTINY WYl
r
WY ] oIImres
TSN SINEIYIGY TNOFYT TTYL Aet
PN Y YOI YT®Secloy




008*9vS § 0Co*gZT o ‘821 sgzt | s6€*62ZY § 04E*9ct | CTZ* Y21 (cu9tce)fo0*9L) MOYH HS¥D 43N
- - - - - - w - poofveg § Co0*9LZ AOT4IND TeI0L
- - - - - h - i - oo‘veg - jeyrde] Gurxaop
: - - - T w - ~ s TX / T231de) pexTy
d TH5Y]
- : y : N !
Hmwm .. } ops*szI “oomrmuq qoom.mma ﬂmmn.muﬁ ~0ﬁn.wwa i otZévzY | ooviget - moTJ4! [e3lul
‘ ‘ . .
{ ; - - - ¢ - ! - - ; - Te3yden
§ ooevel m ” ponyj jo onTep 26eAT S
i
s - - - i . - v - - Te=31dep
0Co " w6t i ” BuTN30m JO AI2A0DI3Y
, ' !
o006t | coo®*st ,o0cc®eT foo00f6T § 000'6T : 0OC*EY jO0C*6T . J00%6T - uoyjeroardag
008°50T | 008°60T Jcos*sotT ! 008%60T | S6€60T | negtant mﬁm.moa- siol AR J0) ¢ - xe)] 323y 3IT03d
] L 9 g v € z — 1 G Jeap
[ N - -
WS YD
: 3 HCY
TN TIWTTRS GOYEGITRY YYa wes
vey




saend ¢ = pogasg wougheg
¢+ 40T = uanysy 8 %Y TeUIePs]

¢ct1t9g) TIPY
LY6CTET poz* p0L 45T £z 008°9v9 8 _
TLctze A 5£6°S¢ 5LZ® 008*8ZT 4 L ]
92Gc*6¢ goe’ 8yl LY sge° 0084821 9
meo.pc oLe* gLL TS A A oce*szr S
906°LS 15,° 38819 z8y° 96£°821 14
0£965 155° 89T‘CL 6L5°® oLg9zZY <
69véce ZL9® zoz‘*o9e $69° sk €44 244 z
KzZestt22) AT (n1v*sezz) £go” (009*0L2) 1
Kocot9Le) cou’lt (300%9L2) 0oo°T oeoéoLe) 0 1
anyYep JUOSaI uoaumhfL@:nE; juasaidgd | I033e4 A%\ .w_.mm iﬁ seoa
#ZZ 3T POIUNOISIQ 40z¥2 paijunodsiIg — IoN ih
TOTOTSYCYSA TG AOTS A5V GI1WnoJoT0
Laa i k) TEYSUEINY TYYU WC




SLG459L 5LL*569 SL6%59S GLI*9cY gLe49Z¢ 086%9¢€Z 019%691 oovéeor 000y yse) pajernendoy
078%601 angtent c08*6CT alal:R-1sh § segten oLe*L9 n1Z*s9 onedort guoy mOTJUI 32N
coz*eottt] oozéeotlT 00z¢en1*Tl oczéect®T | suoteztét | og9fevTit O6L*TST T 009%905¢T aocé9Lez mOT343IN0 Te3IO0L
- - - - ccotoe sfslohgal/ znoéoy - - jusuwhkeday u=07
nczéeL cozéee pozéeL oczéee cget L 086 ‘1L 112 e ¥) 009%69 - xe} °d30]
- - - - GL9 0S¢y 059¢%¢L 000%6 - ueo1 un 3salajul
ooa*venst| oco*veo®t | ouotesot] costvecet) cooteen‘t contpeot | coofvectt | oootvestt - 3s03 bBurjesadg
- - - - - - - gootese - Te3rden burxion

. 3Injy

- - - - - - - - 000%9L2 | - puadky Te3Tde] POXT4
Bm.f_bno HSY¥D

Jocterzetl scootetzet | oootetzér] cooferzér| oooflrett acotetzft ) cocoferzt ) oocteogtt)] ococosz mOTJuUl TE3OL
cootetzétl oooterzdt | oroterztt| coo‘crzt| cooferztt | oocferztt coctetz*t | oootetrztt - anuoacy Gurjexadg
- - - - - - - - oog*cot uec?)

- - - - - - - 000*a6¢ ooctost A31nb

8 L ] S Mw v € z 1 \* 0 3ea,
Al

JYOR TINESYIY %3 1T A%S

BNy YR YspTen Ticpowcutu




Ret, No. MI/BR/666/2520

1. Santtel Gast Aasinats (Peveign emchange and 1ocal owwensy cempencats)

lend and land
Iaprevenents
Buildinge

Neshinery &
Bquipment

Installation,
furniture

Centingency
o} Total

®. lamsesd Astehiismend it
About 6=8 memths will be required for esnstrustion and installetden

Poreign
Ixnchange

Shs.

30,000
60,000
7,000

5,000

107,000

works up 10 the start of operetion,

3¢ Linamalig

Loeal
Cwpreney
L]

15,000
130,000

11,000

8,000
5,000









