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Mr. M. Kolaonen: 
Chief. Contracts Stttion. General Servias Division 
Department of Admiaistration 
United Nations ladastrial Development Orgaaizatioa 
Vienn~ International Center, P. 0. Box JOO, A-1400, Vien~ Austria 

RE: UNIOO-GEORGIA. CONTRACT No. 93/427P (IPPA KENYA-UGANDA PROJECT) 

I am please to submit to your office the UNIOO-Georgia. IPPA Project for Kenya-Uganda. Since the last 
an interim report submitted to you in November, 1993 a number of exiting activities were carried out with 
the project. Several joint venture agreements have been negotiated and agreement doa;ments and leners of 
intent signed between the USA-Partners and African Project Promoters. 

Considering the limited time and limited financial resources allocated to complete this project. I hope you 
will agree widt me that the progress and achievements are remarkable. At this juncture. A TC·USA Co. 
would also !ike to thank you for the opportunity and the challenge you have given us in being pan of the 
IPPA project. for the c?.use of African lndUSlrial development effort. 

Please find enclosed detailed information about each project. the activities carried out. achievements. 
recommendations. and other related information. 

The most important pan of this project are the follow up plans which need to be considered and 
implemented as soon as possible. This project has introduced the IPPA UNJDO program for Africa, to 
influential business people in Africa and the USA, established a network within the USA of potential 
investors. identified potential projects. screened potential project sponsors. The work we have done in the 
USA Introducing business people to the opportunities available in Africa can be just as effective in other 
countries. in fact we have already developed a list of countries where. as we develop opportuni:ies for 
investment in Africa. we can target investors to match them with. 

Ur!less an immediate and aggressive follow up program is initiated the relati"nships and all the above 
mentioned opportunities which could be assets to the IPPA program will be lost. ATC-USA. Co. is 
commined to continuing with our contracts and business opportunities in Africa. With your active suppnrt 
the results can be tremendous. 

Once again I would like tc. thank you for providing us the opportunity to work with your organization on 
this exciting a."\d rewarding venture. 

I look forward hearing from you soon. 

S~inc~~~Yours /ir/. -
diiie 

Co-Coordinator/President 

PS. I. I have also enclosed for your action the final.jnyoice of the activities cost. 
2. Most of the parties would like that their projects should be kept confidenlially. 

cc . Mr. Gart Boyd 
UNIDO Investment Promotion Service. Washington D.C. 

ATC-USA • 5 Concour~ P<1~way Swtti ;>I!/)/)• Aft,irta r.e0fq1;1 301;•A lJSA •TAI 404·51?-40;>4 •FAX 404-512 4096 
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I. EXECUTIVE SUMMA~Y 

UNIDO- GEORGIA IPPA. KENYA & UGANDA PROJECT 

The aim of this document is to provide UNIDO officials with the final achievement and progress report with 
regard to UNIDO-Georgia project in Kenya and Uganda for the Industrial parmers Program for Africa 
(IPPA) within t.'te Framework of the Industrial Development Decade For Africa (IDDA). 

A TC-USA. CO. appreciates the opportunity provided bv UNIOO to meet the challenge afforded by the 
contract lo mobilize and organize the industrial invcstmcr.t promotion activities between se~ectcd African 
countries and USA industrial parmcrs. 

Since the first an interim repon was submitted in November 1993, a number of activities have taken place. 
Implementation process has progressed well resulting in the visit of the USA investors to Kenya &. 
Uganda. Joint venture negotiations have taken place culminating in agreements being reached on a number 
of projects. 

When the project started in October several potential parmcrs. project promotcn and possible imrcstment 
projects were identified. Profiles of these have been included in the body of this fm:tl report to UNIOO 
offices. 

[)uring the USA parmcrs visit to Kenya and Uganda (3rd December to December 18. 1993) a number of 
meetings were initiated. factory visits were conducted and official meetings with respective industrial 
leaders including UNIDO Country Directors. UNDP Resident Representative. 'Jfficials from the 
Investment Promotions Center (IPC. Kenya). Ugandan Investment Authority (UIA). and Ministry of 
Industry were held. 

The main objective of the US parmcrs visit was to negotiate on number of identified investment projects. 
The negotiation process was effectively organized by the national and the US consultants. After extensive 
negotiation and discussions took place the panics were able to reach agreement and to sign joint venture 
agreements. 

The projects that have been identified and attracted many of the USA investors included. but are not limited 
to: 

I. 

3. 
4. 
5. 
6. 
7. 

Fish Processing 
Tea Processing and Packaging 
Furniture Manufacturing 
Packaging :..tanufacturing 
Food Processing 
Fruit Juice Processing and 
Computer Assembling 

Of the above stated projects and others. four (4} projects have been fully negotiated and agreement 
documents signed to underrake joint ventures with USA-panncrs. Details of each projects' status and 
achievement of the entire project have heen outlined in this rcpon. 

One of the major elementi. of negotiation was how to capitalize or fund the projects: During negotiations 
the parties agreed to fund the projects using the following strategies. but not limited to: 

I. The lJSA partner's Rank and the African project Promoter's Banks shall communicate to establish 
loan system; 
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2. The parties h3ve agreed to break the projects into several phases thus reducing the capital 
requirements and so increasing the likelihood of obtaining investment funding 

3. The parties t.ave agreed to conbll>utc their personal start up capital; 
4. Applyirg for external technical assist3ncc from international organiZ3lion such as UNIOO and 

Government agencies. 
5. Further the parties have agreed to sell shares in the joint venture to generate mor.:: •vorking capital. 

The constraints of this project include but arc not limited to: 

I . LIMITED TIME: the short period of time given to complete the project as well as the intrusion of 
the holiday season. end of the year business activities added to the pressure placed on all parties to 
complete a very complicated undertaking with haste while still keeping the integrity of the project. 

2. LIMITED RESOURCES: the funding allocated to the project was not sufficient to do the 
project as thoroughly as the consultants wanted to However. A TC-USA management was kind 
enough to cover many of the costs. 

3. IMPLEMENTATION PROCESS: Since the knowledge of the USA-Partners is very limited 
about doing busin~ in Africa time and resources had to be expended, to crcalC awareness of the 
industrial opponunities in Africa. 

In conclusion. to achieve effective and long lasting industrial relationship between USA-partners and 
African project promoters. immediate follow up is required. We have completed the groundwork on the 
projects and what is nccdcd is mobilization of resources. There is a need to develop a long term strategic 
plan and allocate sufficient time and funding . 

--------··--_J 
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II. FORWARD 

As we present the final report to the respective UNIOO offices. A TC-USA would like to take this 
opponunity to express our appreciation to all who have contributed to the progress of this project. 

The Kenyan and Ugandan officials who assisted us in organizing project sponsors and providing us with the 
necessary industrial and background research information, particularly the Kenya Investment Promotion 
Center (IPC) and the Uganda Investment Authority (UIA). We also wish to thank the national consultants 
from each country who worked very hard to produce timely rcpons. as well as coordinate the USA-partners 
visit. and provided their expertise to assist with the implementation process of this project. 

We are also thankful to UNIOO's personnel at the Vienna home office for their invaluable feedback and 
willingness to answer our questions whenever needed. The Cour.try Directors in Kenya and Uganda. were 
a great resource during our field activities . 
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Ill . mE ACTIVITIES CARRIED OUT 

For activities completed during the first Phase of this project please refer to the interim report submitted to 
the Vienna office in November, 1993. 

lmplement:tion has progressed well, culminating in the visit of the investors to Kenya and Uganda. 
Negoti;itions resulted in agreements being signed on a number of projects. 

I. OVERVIEW OF PROJECT STATUS 

When the project started in October ACT-USA's consultants met with UNIDO Countty Directors, Industrial 
Promotions Center (Kenya), Ministry of Industry as well as leading business men in both Uganda and 
Kenya. A number of projects were identified and put through an extensive screening process during this 
period. Both National consultants from Kenya and Uganda were directly involved and conducted several 
studies 

During the U.S. Partners visit to Kenya and Uganda (December 3rd to 18th) numerous meetings were held. 
site visits made and negotiations conducted. Final discussions were held on December 18th in Nairobi 
when the team arrived in Kenya on their way back to the USA from Uganda. 

2. U.S PARTNERS VISIT TO KENY Al KENYA JRD - 18TH DEC. 1993 

Representatives from the following companies are potential USA-Partners who intend to negotiate and 
establish joint ventures with our African sponsors. 

REPRESENTATIVE COMPANY PROJECT COUNTRY 
NAME 

Matthew Gichilc ATCIUNIDO ALL COORDINATOR 

Randal Mangham PARKWOOD, INC. CONSTR. KENYA-UGANDA 
ARID, INC FISH PROCESSING. 

COMPUT. ASSM. 

Chuck Barlow SENTRY, INC. PACKAGING MFG. UGANDA-KENYA 
BERTA, INC. TEA PROCESSING KENYA 

Ray Wright McDAFFIE, CO. FURNITURE MFG. KENYA 
NUTRITION FOOD PROCESSING UGANDA 
DYNAMICS INTL 

The visiting US team comprised Mr. Matthew Gichile (Team Leader /Coordinator), Mr. Chuck Barlow, Mr. 
Randal Mangham and Mr. Ray Wright the latter three represented US partners. These four were joined by 
national consultants Mr. J.M. Mong'oni of Kenya and Mr. I. Kakembo, of Uganda. 

J. SUMMARY OF ACTIVITIES CARRIED OUT 

DATE: ACTIVITY 

4th Dec US team arrived in Kenya and met at airport by National Consultant. 

.Sth Dec Preparation meetings to finalize local program activities 
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6th Dec I. 

2. 

Meeting with Kenyan UNIDO Country Director. Mr. Stefano Bologna. 

Meeting with Investment Promotion Center officials. Mcsscrs Joshua Ogolla. 
Kim Musyimi and Freddie Owiti. 

3. Meeting with local sponsor for •tea Packaging• Mr. Z. Gakunju of Mountain 
Produce. 

4. Meeting with local sponsor for •furniture• Mr. E. Mose of Hema Quality 
Furniture. 

These were preliminary information gathering meetings and it was at this stage that a copy of the Interim 
report was made available to the UNIDO Country Director for inclusion with local assistance programs. 
IPC indicated that where the need arose, they would facilitate the negotiations. 

7th - 8th Dec Drove to western Kenya (340 km from Nairobi) to visit me furniture factory. 
Met at the factory by Elkana Mose. 
Visited Homa Bay town to meet Mr. Omari Nyambati and Sally Ongweny ofRamacha 
processors. the local sponsors of the ·rash processing". Taken to Sindo where we 
watched fish arriving and being loaded into cold storage transport trucks. 

9th Dec Drove back to Nairobi 

10th Dec 

I Ith Dec 

14th Dec 

15th Dec 

16th Dec 

17th Dec 

18th Dec 

Visited Mountain Produce Tea Packaging, received by Mr. Z. Gakunju. 
Negotiations held with Hon. Dr. H Manduku and Mr. Mose regarding the furniture 
project. 

Visited Olympic Fruit Processors factory. 
Conducted negotiations regarding the fish project with Mr. Omari Nyambati anci Ms. 
Sally Ongweny. 

Conducted negotiations on Fish Processing; Tea Packaging; Furniture Manufacturing, 
Package Manufacturing and Fruit Processing. 

Leave for Uganda 
Meeting with national consultant. Mr. I. Kakembo, 
Meeting with Ugandan Investment Authority, Mr. G. W. Runbagumya. Executive 
Director; and Mr. Patrick Nyaika. Assistant General manager, Investment Promotion. 
Dinner meeting with project sponsors. Mr. Vincent Bazira 

Meeting with UNJOO Country Director, Mr. George Thmba 
Chief Technical Advisor. Mr. Eldon G. Warner. 
Meet with UNDP Resident Representative, Mr. Tedla Teshome 
Negotiation session with Mr. Vincent Bazira Regarding food Processing 
Negotiations with Mr. C. Sembuya and Staff regarding computer a~sembly expansion 

Negotiation with Mr. Tindamanyire Gaudioso regarding package Mfg. 
Construction material processing discussions with Mr. Joe Semwogcrere 
Prepared letters of intent. 

Paperwork/Documentation • closing. 

Back to Nairobi, Kenya 
Closing session with Tea Proc & pkg; furniture; Package Mfg; Fruit & Fish Proces 
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ACHIEVEMENT AND PROGRESS CHECK LIST 
Please refer to iadividaal projecu for complete dtails 

A. Developmmt or lavestmeat Projects 

• Identified Several Potential Investment Projects 

• Screened Each Project carefully and selected the most feasible 

• Conducted pre-investmen~feasibility studies 

• Conducted Feasibility for the most promising projects 

8. Developmeat Of Poteatial ladutrial Partaen 
• Identified and selected potential USA Investors 

• Identified and Screened potential Kenya-Uganda Project sponsors 

• Organized USA Investors delegate to travel to Kenya-Uganda 

• Mobilized Project area activities, including field visits 

• Organized, supported and arranged business negotiation activities 

• Facilitated and monitored the negotiation process 

c. Signing joint venture agreements 
• Monitored the progress of four (4) agreements and drafted agreement documents for 

joint investment opportunities 

• Facilitated the joint venture agreement effort and assisted with the fmal signing of the 
agreements to make the joint ventures operational. 

CONSTRAINTS AND PROBLEMS ENCOUNTERED DURING THE 
IMPLEMENTATION 

A. THE TIMING 
• Limited time given for completion of the project-three months not sufficient 
• Project timing competed with holiday season and end of the year activities 

B. LIMITED BUDGET 
• Under capitalized - the budget allocated did not permit us mobilize as we 

would have wanted. however, our experts were very cooperative and worked 
within our budget constraints. 

C. USA PARTNERS VIEW ABOUT DOING BUSINESS IN AFRICA 
• Since most US businessmen know very little about the business opportunities 

available in Africa much of our initial visits were spent educating them about 
the business climate and opportunities available within Africa 
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D . AFRICAN INDUSTRIALIST WAY OF DOING BUSINESS CALIS FOR 
CHANGES: 

• Paper work habit should be developed 
• Communication system - the flow of information is slow 
• Time value; Many USA business see this as a precious resource 
• Government bureaucracy; need to minimize the long decision making process. 

VI. RECOMMENDATIONS 

The African Industrial Partner {IPPA) concept is one that attracts many potential USA partners who are 
willing and able to do business in Africa. 

From our experiences with African business opportunities and constraints as well as OUT knowledge of the 
interest by potential USA partners we recommend the IPPA program take into account: 

A. Expand strategic planning: Many of the potential USA partners are looking for long term 
investment opportunities. 

8. Develop aggressive promotional activities: Much of OUT time during the last three months was 
spent educati;:; the US businessman about the program. Once informed the response was very 
positive and great ;.:terest was expressed regarding becoming actively involved. 

c. 

D. 

Develop immediate follow-up activities: During the last three months we have been able to 
identify many feasible projects as well as potential investors. In order that these efforts not be 
negated an immediate follow-up program is needed . 

Rethinking the scope of UNIDO-GEORGIA (IPPA Program). Although we have many USA 
investors ready to go to Africa to form joint ventures the process we have developed fro identifying 
investors can easily be expanded to other industrialized nations, such as South Eac;t Asia where 
A TC-USA has already established excellent business contacts 

VII. CONCLUSION 

Without a doubt in the last three months this UNIDO-GEORGIA, IPPA project has had a great impact on 
the USA Partners by creating an awareness of the need for industrial partnership opportunities in Africa. At 
the same time, we have realized the crucial need to establish a strong mobilization and coordination 
program, building strong information systems and dependable communication bridge between Africa and 
the US business community. 

We are very glad to see four joint venture investment projects with signed agreements and ready for the next 
phase toward a full joint venture within the next few months. A number of projects are completing 
feasibility studies with potential US business awaiting the results . 
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JX.10{}-USA 

AGREEMENT 

WHEREAS it is the desire of BERT A.INC., a United Stales, company organized under the laws 
of Georgia and MOUNTAIN PRODUCE LTD., a company organized under the laws of Kenya. to 
enter into a joint venture to process, pun:hase, import, expon, warehouse. market, whether by 
wholesale or retail various categories of tea and tea products and packaging for the African and 
International Market. 

NOW TIIEREFORE in CONSIDERATION of the mutual covenants herein the parties AGREE as 
follows: 

I. The parties shall form a company with Articles of Association and Memorandum filed in 
Kenya with seven (5) Board ~embers and such terms as are agreeable and ratified within 90 days. 
Unless mutually agreed. upon to the contrary Mowitain Produce, Ltd. shall have the right to elect 
four directors and BERT A, Inc. shall have the right to elect three directors. 

2. Unless mutually agreed upon otherwise, the parties hereby agree to commence the pre­
organizational activities and business procedures outlined and consistent with the Business Plan 
atuched as Exhibit "A". Stage One of said Business Plan shall be activated upon a deposit of 
funds pursuant to an '.:scrow agreement executed by the parties at a mutually agreed upon bank or 
financial institution. 

3. After complying with the contractual elements of Stage One as further outlined in the 
attached Exhibit "A I" the parties further agree to expend the sum of $250,000 USD as initial 
Capital Contribution with the following equity assignment: 51% Mountain Produce, Ltd. (also 
designated as Kenya Partners) and 49% BERTA, lnc.(also designated as US Partners). TI1e 
parties further agree to expend or deposit into a bank account the sum of$127,500 by Mountain 
Produce, Ltd. and $122,500 by BERTA, Inc. within 90 days hereof. The parties agree that future 
equity may be negotiated up to 50.I percent to Mountain Produce and 49.9 percent to BERTA 
with cash requirements payable on a prorata basis. 

3. 3. I. It is understood that each party shall deposit into a designated bank the sums indicated in 
this Paragraphs 2 and 3 within 90 days of signing this agreement. · 

4. With respect to Stage One, the Kenya Partners agree to contract or otherwise process tea 
with the following assumptions, terms and conditions consistent with the Busin~~s Plan: 
Monthly-

Description Quantity USD Cost 
Local 50,000 1.60 $ 8(J,000 
Export Pack 40,000 1.60 $ li+,000 
Export Bulk 70,000 1.60 $112,000 

TOTAL $256,000 

ATC-USA.<; Concourse Parkwav Suite 2800 •Atlanta. Georq1a 30328 USA• Tel 404·S12·4024 •FAX 40.Vi12·4096 

ATC-SEMBULE . Po E3'.'x 1'ifA2 • K;imoala Uqanoa • T111 256·41 ·257·19819 256·41·2701dll17 •FAX 256·41 ·27!191A • TP.1P.x 61371 SEME3ULE 
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5. The US Partners agree to utilize reasonable diligence to secure financing in the sum of 
$750,000 consistent with the Business Plan. The US Partners also agree to market and develop the 
potential of said tea descrihed in Paragraph 4 . The US Partners shall also provide, if necessary: 

a) Provide expertise to identify and develop new markets both within 
Africa and Internationally. 

b) Expertise necessary to train personnel in management and marketing 
skills needed to export Internationally as well as to identify and 
maximize the opportunities available within Africa. 

c) Technical expertise to train personnel on new machinery. 

6. Any declared profits from the sale of tea "r tea products and packaging shall be governed by 
the equity ratios stated in paragraph 3, or clS agreed upon by the parties. 

7. Dividends shall be payable annually and on an interim basis as needed and detailed in the 
attached Exhibit "D" unless two-thirds of the directors vote to do otherwise. 

8. The Kenya Partners agree to provide a building with total floor area of approx. 8,000 sq. ft. 
suitable for the setting up a tea packaging plant on a one acre tract of land by lease for 5 and 112 
years at $1000 per month for the first two years and $1500 for the remaining 3 and I /2 years with 
an option to purchac;e or renew as indicated in the Attached Exhibit "L". 

9. The parties agree to secure competitive quotes to purchase the machinery itemized in 
Exhibit "A" necessary for the implementation of the business plan. 

10.. The parties agrees to the following monthly capital and resource requirements for tea and 
tea processing based upon the assumptions, terms and conditions consistent with the Business 
Plan: 

a) 
b) 

c) 
d) 
e) 
t) 
g) 

Three months 
Raw Tea (500 /3) 750,000 
Packing materials 300,000 
local 
export 
bulk 
Salaries and Wages 
Vehicle running expenses 
Insurance 

Utilities 
Advertisement and Promotion 

local 
local commission (3%) 
international 
international comm.( I%) 

Monthly 
$256,000 

$171,570 
14,100 
5,000 

954 
2,600 

16,000 
2,000 

32,000 
4,000 
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h) 
i) 
j) 
k) 

Shipping 
Depreciation 
Licenses and fees 
Misc. 

MONTHLY SUBTOTAL 
BUSINESS PLAN TOTAL 

36,000 
5,700 
1,000 
1,000 

$548,024 
($948,671) 

11. The parties agree th&t the following Capital Invesunent of USO $350,000 will be needed to 
cover the following expenditures: 

a) Machines, Spares and installation $ 200,000 
(tax included) 

b) Transportation & communication equipment 100,000 

c) Recruitment and Training of staff 25,000 

d) Other 25,000 

12. After the total anticipated first month projected USS 1.0 million investment, it is further 
anticipated that recurrent expenditures for the following months will be met by sales proceeds and 
working overdrafts to be raised locally as outlined in the Business Plan . 

13. It is understood and agreed by the parties that all bills of purchase and invoices shall be 
supplied to each other for all expenditures involved. It is contemplated that the parties shall 
.!xpend the following sums with expenditures to control any balances due towards said sum 
payable by deposit in the bank account described in paragraph 2 and 3 or provide credit for any 
noncash equity contribution as outlined in Exhibit "M". 

14. The parties further agree as follows: 

a) This agreement may be modified or amended by mutual consent of all 
parties. 

b) This agreement shall stand approved within 60 days of signing the same unless 
written notice of rejection is provided to all parties by OHL, Federal Express Return 
Receipt to evidence delivery to the parties at the following addresses: 

IF TO KENYA PARTNERS: 
Hon. Zack Gakundu 
P.O. Box 74414 

Nairobi, Kenya 
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IF TO US PARlNERS: 
GETACHEW (G.G) Gessessc 
2779 Lynn !lrive, SW 
Atlanta. GA 303 I I 

I I. Consistent with local Kenyan law. any dispute under this agreement shall be resolved by 
ARBITRATION through the International Center for the senlement of Investment Disputes, U.S. 
Arbitration. as the party aggrieved shall file. 

In consideration of the mutual covenants herein, the panics do agree to said tenns and conditions 
this Of z:. day of I 8 . 1993. 

SIGNED: 

,., ,-

~~;~it:OucE LTD. 
NAIROBI, KENYA 

'°~// ~ 
ATLANTA.GEORGIA.USA 
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Africa Technology Center 
5 Concourse Parkway Suite 2800 
Georgia 30328 
U.S.A. 

o~~ 17th December, 1993 

RE: MCUNTAIN PRODUCE LIMITED 

We Report: 

Fonr~ Gnnclays Bank lntemat1ona1 1i(enyal Limited 

In replv please 4u.:·:~ 
our reference 

PO Box 30550 
Kenyatta Avenue 
Na1rob1 Kenya 

Teiex 2239725207 
Fax 33C:·:2:'.:" 
"Tei 335-~~,.; 

At the request of the Directors of the above company we 
write to confirm that the comapny has been banking with 
us since May, 1993. The account has been conducted to 
our entire satisfaction. 

Subject is a limited liability company incorporated in 
Kenya on 14-4-1993 . 

In accordance with our records the names of the Directors/ 
Shareholders are as follows:-

1. Mr. Edward koigi Kariuki 
2. Mr. George Marima Kimani 
3. Zachariah Kimemia Gakunju 

We consider the Directors trustworthy and the company may 
be considered good for small to medium business commitments. 

This report is communicated to you in strict cunfidence and 
without responsibility or guarantee on the part of this Bank 
or any of its officers . 

. ,~-___;::,,.,...---
--~~.::i ~ 0 ~~ 

O.M. MWALWA <:: ~ 
Credit Adm. Officer 
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INDUSTRIAL PARTNERS PROGRAM FOR AFRICA (IPPAI 
W11111NmE 

FRAMEWORK OF mE 
INDUSTRIAL DEVELOPMENT DECADE FOR AFRICA IIDDAI 

INDUSTRIAL INVESTMENT PROJECT PROFILE 

UNITED NA TIO NS INDUSTRIAL DEVELOPMENT ORGANIZATIONS 
(UNIDO( 

" ATC-USA, CO. 
A PARTNERSHIP FOR AFRICAN INDUSTRIAL DEVELOPMENT 

DECEMBER, 1993 

ATC-USA • 5 ConcnursP. Parkway Su1IP. 21100 •Atlanta. Georgia 30328 USA• Tel 404·512·4024 •FAX 404-512-4096 

ATC-SEMBULE'• P 1J Oox' 1srn2 • K;impala Uqanda • TP.I ;?Sf,-41·257498'9 256·41·27014"'7 •FAX 256-41-270918 • TP.IP.x 61371 SEMBULE 
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INDUSTRIAL INVESTMENT PROJECT PROFILE/FOR IPPA UNIDO-GEORGIA 
DECEMBER 1993 

COUNTRY: Kenya PROJECT# 001 

PROJECT TITLE: Tea Processing & Packaging SUBMISSION DA TE: U?th Dttember. 1993 

Project Description/Briefly 

Tea processing and packaging for domestic and export markets 

Pan A - Information on the project 

I. Technical Aspects 

I. I Is the project a new enterprise or expansion/modernization of an existing one? 
- Expansion and Modernization 

1.2 Has this project been promoted before? /No 
If yes, when:___ By which organization ........................... . 

1.3 Product(s) to be manufactured: 

PRODUCT QUANTITY UNIT PRICE 

Tea Packaging 200 tons per year 1.6 USO per Kg 

1.4 Market (Domestic, Expon) 

1.4. I What percentage of production goes into domestic market? I 0•1. 

1.4.2 What share in the domestic market it covers? t0•/o 

1.4.3 What percentage of productiu1; is designated for expon?(name and respective 
percent ge) 90°/e 

1.4.4 Other potential markets? (if any) 
U.S.A. and Middle East 

1.5 Plant capacity (as detailed as possible) 
=enough capacity to blend and pack 1080 metric tons of tea per year both in tea 
hap and packets . 
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1.6 Marufacturing process (as detailed as possible) 
= Pu~base of raw tea. blending, packaging, weighing and scaling of packets of tea 
and bags.. 

I. 7 Manpower 
Indicate cs:ilnated personnel requirements anrl average monthly wages inclusive of all 

allowances and benefits: 

Monthly!Salary/ 
Manpower Number Person (Local currency} 

Management 3 49,000 

Clerical 2 21,000 

Technical Supervision 3 JS,000 

Skilled Labor J 21,000 

Semi-skilled labor 

Unskilled labor JS 14,000 

General Manager 70,000 

Total 27 140,000 

I Expatriate marketing manager (salary & comm. per mtb) 

1.8 Raw materials and other inputs 
Indicate quantities required and unit prices 

Quantity 
[per year] 

Unit Price 

JS0,000 

1.8. I Domestic All tea is produced locally but some packing materials are 
imported including filter paper for tea bags 

1.8.2 Imported 

1.8.3 For materials which have to be imported, indicate customary sources and specify 
import duties, where applicable: Imports mainly form Europe and attracts 
2s•1. custom duty and 1 s•;. VAT. 

I . 9 Utilities 
Indicate quantities required and unit prices for the following utilities: 

Utilities 

- Fuel [oil, gas. coal. etc.] 

Quantities 
(per year) 

NIA 

Unit Price 
(Local currency) 

NIA 
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- Electricity [K wh) 2.50/Kwh 

- Water [own borehole)m3 1.00/CM 

-Other NIA NIA 

I . I 0 Plant location and availability of infrastructure facilities: (as detailed as possible) 

I. I 0.1 Location and reason for- selection of site = la Nairobi - Kiambu Road in 
Kiamba (coavenieatt and soan:e of Labor). 

1.10.2 Availability of infrastructure 

Water Supply 
Yes 
x 

Power Linc X 

Roads, rail. water, air, etc. X 

Postal & communication services X 

Financial Aspects 

No 

2.1 Total project cost. broken down into land. construction. installed equipment. and working 
capital. indicating foreign exchange component: 

Fixed Investment 

Land 

Buildings 

Machinery & Equipment 

Furniture/fittings 

Working Capital 

Pre-operational expenses 

Interest during construction 

Provision for contingencies 

Total 

Local 
Currency 
Component 
[In USS] 

24.000 

272,124 

8,000 

250 

304,374 

Foreign 
Currency 
Co:nponent 
[In USS) 

100.000 

172,124 

17,000 

750 

489,874 

Total 
[In USS] 

24,000 

200,000 

544,248 

25,000 

1,000 

794,147 



• 

• J. 

• 

2.2 Proposed fmancial structure. indicating expected sources and terms of equity and loans: 
Local Foreign 
Sources Sources Total 
[In USS) (In USS) [In USS) 

Equity 127,500 122.500 250,000 

Long-tcnn loans 

Mcdiwn-tcnn loans 

Shon-tcnn loans 500,000 250,000 750,000 

TCJtal 627.500 372.500 1.000.000 

2.3 Is local development bank in principle willing to consider participation in the project? If 
no. why? = Yes 

2.4 What is the local investors equity contribution to the project (as detailed as oossible) 
s1•1 • 

Foreign Contribution Desired 

Indicate whichever is needed among the following: 

- Equity Participation X 

-Loans X 

-- License and know-how X 

- Machinery & Equipment X 

- Acces,~ to Foreign Markets X 

- Technical collaboration 

-- Management x 

-Training x 

-- Other - Marketing x 
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4. Project study available (if available provide copy): 

- Prepared by: 
- Pre-feasibility 
- Feasibility 

-Other x 
-None 

4.1 Information on profitability and return on investment (as detailed as possible): (important) 

5. Currency exchange rate used: 

Date: 18, December 199.j 

Rate: Ksb 68 to I USO 

Part B - Information on Project Sponsor(s) 

I. Name of company: Mountain Produce Limited 

Contact person: 

Address: 

Telephone: 

Z.K. Gakunju 

P.O. box 56954, 
Nairobi. Kenya 

2118765 

2. Present line of business: Tea Packaging & Marketing 

3. Annual turnover (gross sales) (in USS) 40,000 

4. Present ownership including equity distribution: 100•;. 

5. Bank connections: (Name Address) Stanic Bank International. (Nairobi Branch) 

6. Year of establishment: 1983 

7. Number of empl.Jyees: 10 

Signature of ConsultanrJCoordinator 

I 

Ir! 
~DATE: /'}...-/7-g 



..---------------------------------------~~~~~~~~~~~~~~~~~--

• P.O. Box S69S4, Td: 211876, Fu: 512322. NAIROBI 

PROJECT PROFILE 

FOR 

• Tea. Ble:n.di:n.g,, Pa.cka.gi:ng a.:n.d Ma.:rketi:ng 

• 



• 

• 

• 
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MOUNTAIN PRODUCE LIMITED (MPL) 

St~~f'.\L.\RY: 

~lount.."'lin Produce Limited (~IPL l, a com pan:- that blends tea 
~or local market, plans to go into joint-venture so .J.S to 
increase output both for local and export markets. rt will also 
export bulk tea. 

It is envisaged that the company will not encounter major 
hindrances in export market, because of the high quality of 
Kenya tea. 

It's contribution to the economy can not be over emphasized. 
It is the leading cash crop and contributes upto 28% of total 
export earnings to the Kenya's economy. 

In this connection, therefore ~lountain Produce Limited is in 
a very important sector of Kenya's economy. 

By exporting packed tea, ~fPL will be adding value to Kenya's 
tea and therefore increasing the much required foreign 
exchange. 

MPL will increase level of local employment from the present 
6 to 28 employees when the company will be in full operation. 

Foreign investors will bring both technology and hard 
currencies that the country desperately requires. 

With this background information, MPL will require any 
support from any quarters to that it may take off with all the 
necessary ease . 
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INTRODUCTION 

Tea blending, packaging and marketing is a growing subsector of 
the tea industry that will have a lot of potential in the long run. 
Potentiality exists because of liberalisation in the tea industry; 
hitherto, it was only Kenya Tea Packers (KETEFA) that was 
undertaking these activities. 

To capitalize on this new opportunity of liberalisation ~fountain 
Produce Limited proposes to go into full-scale blending and 
packaging of tea, both for local and export market. At. the moment, 
the Company is packing tea for the local market on a small scale. 
The Company buys locally manufactured tea (various grades) and 
blends it for the Kenya consumer. At the moment, the Company is 
proposing to move into capital intensive production so as to meet the 
present orders, (bulk tea) that amount to 1500 tonnes and of packed 
tea. Company is proposing to move into capital intensive 
production so as to meet the present orders, (bulk tea) that amount 
to 150C tones and of packed tea. The Company is unable to handle 
these orders 500 tons because of inadequate packing machineries 
that have limited production capacities. 

To help the Company t>enetrate the overseas market (including the 
American market) the company will go into joint ventures with 
foreign investors. The success of this company will depend very 
much on the sales to export, markets as the 90% of the total tea 
produced in Kenya is exported. It is therefore important to stress 
that the personnel charged with marketing the product ove1·seas 
need to be extremely aggressive on the promotion of this product 
and to open up new markets for both packed and bulk tea. 

LOCATION 

The company is located about 12 kilometers from city centre on 
Nairobi-Kiambu Road. 

It is located on a ONE - acre plot, with built up area of 8000 sq.ft. 
infrastructure - Roads, telephones, water and telephone connected. 

packing hall of 50ft x 30 ft 
steel container for storage 
four - 8ft tables 
weighing machine 
and testing equipment and office furniture 

Thel'efore there is enough room for future expansion 

The proposal is for leasing the premises on a 51/1 year period with an 
option to purchase or renew the lease on terms that can be negotiated at 
a monthly rental of U.S.$1000 per month for the first two years to be 
increased to U.S.$1500 for the remaining 3'/1 years. 
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3.2. 

• 

SHAREHOLDING: 

The ::luthorised share capital of the company is Shs. 200.00/= 
which is fully paid. 

DIRECTORS: 

The C'.)mpany has three Directors 

Mr. Z.K. Gakunju - Chairman 
Mr. E.K. Kariuki - Managin~ Director 
Mrs. L.W. Kimani 

DIRECTORS PROFILE 

Mr. Z.K. Gakunju born on 1st February 1933 
~arried with four children 
A convicted christian and an elder of the Presbyterian Church 
of East Africa 

:\ former Member of Parliament and an Assistant ~Hnister in 
the ~tinistry of Commerce and the Ministry of Tourism and 
Wildlife. 

A past Chairman of the '.liational Chamber of Commerce and 
Industry. 

The founder and Managing Director of Mbuni Drycleaners 
Limited which is the first African owned drycleaning business 
in Kenya for 30 years. 

Has business interests in Drycleaning, Farmi11g, Ranching, 
Packaging and marketing of tea and Real Estate De\·elopment. 

Address: P.O. 'i4414 Nairobi, Kenya 
Tel: Office 211876 

House 512501 
Fax 512322 

MR. EDWARD K. KARIUKI 

Born on 17th September 1960 

Holds Bsc. (HONS.) in Agricultural Engineering from the 
University of Nairobi. 

Former Officer in Charge of Design, Development and testing 
with the Ministry of Agriculture. 

Former Sales and Technical Manager of Holman Brothers (Kl 
Ltd. dealing in marketing of agricultural machinery. Founder 
member and ~anaging Direclor of Mountain Produce Limited, a 
company dealing in blending, packing and selling tea. 

Address: P.O. Box ·l3851, ~airobi, Kenya 
Tel: 512424 
fa;.;: i -W039 
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5.2 

6.0 
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MRS. I.. W. KIMANI 

'.\tarried ~·ith children and ~·orks for the '.\linistry of Education 
and will retire soon to join the administration of the company. 

Address: P.O. Box 56954, ~airobi, Kenya 

PROPOSED JOINT VENTURE: 

Shareholding: It is proposed that a joint venture company 
(Mountain Produce Limited) be expanded with local partners 
taking 51% of the equity shares and foreign partners taking 
49%. 

Directors: The Directors of the Joint Venture Company be 
nominated equally from the two partners. 

RAW MATERIAL: 

The basic raw r.1aterial will be processed tea that will be 
obtained through auction at ~tombasa. Since 1986, total tea 
production has been increasing steadily at between 3% - 9%. 
The latest statistics of 1992 show an overall production of 
188,0i2,2i9 KG, p.a with about 90% being exported, and the 
rest being consumed locally. 

The other raw material will be packing paper. This will be 
obtained locally (from local paper converters - for local 
market) and from overseas (for export markets). It is a 
known fact that local packing is very poor in quality. 
Mountain Produce Limited therefore will make arrar,gements for 
the manufacture of the high quality packing for the overseas 
market. 

Other minor raw material inputs may be in form of gum/ glue 
stapling pins and wrapping materials which are obtainable 
locally. 

PRODUCTION AND MARKETING 

PRODUCTION 

At present the company is packing 300 KG of tea per day, 
with a monthly production of KG. 7200. 

It is proposed that production for export will commence in 
1994. It is presumed that total volume of tea that will be 
offered for sale will be about 200m KGS. Mountain Produce 
Limited intends to handle 10% of the total national production 
progressively in 5 years. It is envisaged that at full capacity 
(Year 5), the company will handle 10% of t.he total amount 
offered for auction. 
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Packing ... -m be in 2CTwo) forms:-

- 20~ of the lo1~al market will be packed in filter ba~s. The 
rest. 80~ will be packed in the 01·din.i.ry packs. 

For lhe export market :ibout KG. 1-tm l this will constitute 
about iOXl will be expvrted in bulk while the rest 20X will be 
in high qualit;,· packaging (packs ar.d filt~r bags), and 10% for 
local madiet. 

The production schedule is arran.ged for such that in the first 
year total production for both local and exports will be KG. 
2m/p.a. broken down as follows:-

local packed - Kg 50,000 p.m 
export bulk 70,000 p.m 
export packed - 40,000 p.m 

From year 5 production ""ill be increasing at rate of 3% a 
steady rate till the company attains an annual production le,·el 
of KG. 20m (both for local and export markets). 

MARKETING 

LOCAL 

For local markets, advertisements and market visits by 
salesmen are used to promote the products. Once the 
proposed programmes of increasing production are 
implemented, more aggressive sales campaigns will be 
increased. Deliveries, that are done through hired transport 
will be supplemented with own transport vans. Therefore 
more outlets will be served and all the necessary promotion 
facilities will be utilized to increase product sales volume. 

MARKETING - OVERSEAS MARKET 

Exports will need promotion in the overseas markets. It is 
proposed that the foreign shareholders will be charged with 
this onerous task of marketing and promoting the product 
overseas. The ref ore success of exports will very much depend 
on their efforts of marketing. 

This point need not be given much more emphasis but the 
overseas shareholders need to know this task at the outset, 
for upto now, the American market is still ripe for exploitation 
as far as Kenya tea is concerned. It will therefore be 
necessary to open new markets in the U.S. and the Middle 
East for both packed and bulk tea • 

INVESTMENT 

The total investment in the first month is projected to be 
about t;SSI.0 million wi~h the follo~·ing summary. 
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Mnc-hines 

Preliminaries (inclndin'{ lic'?nsP.s & chnrltes) 

Transport & eqn i pmenl 

Rer~ruitment & t.r::iinin~ 

Ten 

Packin~ m;:it.eriaJs 

Sal::1ries & wa~-:-s 

Vehicle running expensc-s 

Insurances 

Ut1 I iti.t:-s 

A1h·ertising - local 
- in l.Prn;i t j ona I 

Clearing Ft Forwardin~ 1. shipmen! 

0Ppr<>cial.irn1 - \•f"'hiclP'.; 
- mnchiru•r·if>s 

Toi a I 1·pc11rrP11t r:ipi tn I 

Total initinl cHpital (mortlh 1) 

Vnluc (US$) 

;.'.'.U,!Ul 

](Jl,lll) 

25,IJJ) 

350,l'IO 

~it'i,lHl 

171,:i"iO 

1-1,lCYJ 

l, 111 

2,fUI 

JR,IHI 
:Vi,!Ul 

I ,iOI 
.1,lr'i(; 

!;11,217 

:.1, 121 

-----··~ -· ---

Tl. is :rnticipntf"d 
fol lowinl( mnnl hi:; 
WO 1·1\ j n'{ OV<> rrl I":\ f I. 

t.lrnl. t.h'~ r·pr·111TP11I r>':prndil111·r fri1· 

will hf> mrt by ~;ii~'~ pr·o,.,••·1h 

t.o ii<· r-;1 i ~,.d 1 "<"n I 1 :'- • 

Wor·l<inr; C;tpi I :i I for· 211rl 'ln11l h 
( ,. ~: c I 111J i 11 ~ c n 11 I i r1 ~ ~· rw i r• s .f... rn i ~ r,.. 1 I a 11 <'<:II~-- ) 

!i II,:~ Ii 

(i 
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EMPLOYMENT: 

Th~ company plans to employ the follo\dng personnel: 

ITE~t 

General '.\lanager 

~lanagers 

Expatriates - Marketing 

TECH~ICAL STAFF 

Taster 

Accountant 

Engineer 

Skilled workers 

Unskilled worke:r-s 

~ !'<OS} 

1 

3 

1 

1 

1 

1 

5 

15 
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9.0 PROJECT FINANCING: 

The capital im:estment of u.S.S 1.0m will be realized as follo\~·s:-

EQL'.ITY LO . .\~S Dollars TOTAL (lJ.S. 
Dollars 

LOCAL - FOREIGN LOC..\L-FOREIG~ 1,000.000 

250.000 - 750.000 

TOTAL 250.000 i50.000 
I 

1,000.000 

9.1 

9.2 

EQUITY: 

The sponsors (local and foreign) will raise an equity of U.S. 
S250.000. Sponsors will discuss the modalities on how each 
one of them will raise his part of Equity. For instance, the 
owner of the existing company may be given consideration in 
a way that his equity contribution may be reduced by an 
agreeable proportion. t:se of premises may also be considered 
as part of equity contribution . 

LOANS: 

A total laon of U.S.$ i50,000 will need to be raised. Because 
of the prohibitive nature of local interest rates on loans 
(running as high as 30% p.a), much emphasis will be laid on 
foreign borrowing. 

10.0 MACHINERIES 

In the first phase of operation the company will need 3 sets 
of machineries. 

Quotation of two (2) sets of tea bag making machineries 
has already been obtained from South African Supplier. 
Each one is quoted at U.S.$ 35,000 f.O.B. These wto 
have capacities of 650 satchets/min (Each satchet is 2 
gm). 

The other quotation for a packet filling and sealing 
machine is from Italy with an operating rate of 15-30 
bags/min. Sizes of bags range from (100g - 1000). is 
U.S.$ 36,400 C.I.F. Mombasa • 

The issui~ of machineries is still open such that sho!d 
the foreign sponsor:; get better quotations from U.S.A, 
or ~lsewhere their off er may be given consideration. 
(for full quotations see annex). 
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10.1 

10.2 

PROCUREMENT OF MACHINERIES: 

It should be noted that the project will b~ buying machineries 
as need for them •U-ises, so as to increase the projected 
production. The idea will be to buy simple machines to be 
added on the production line as opposed to buying one big 
complicated machinerym whose full capacity will take lime to 
realize. These simple machines will be utilized in a waym that 
thtir maximum capacities is realized by increasing the numbet· 
of shifts, possibly to the maximum of three (3) per day. 

ADDITIONAL MACHINERIES 

It is reasonable to foresee competition arising in this field in 
the long run. So as to stay at the top of the market, the 
company will need to keep pace with technologic•ll 
advancement. In this regard, therefore, the company may, in 
future, be forced to buy advanced machineries that have 
printing and designing, components in them. 

11.0 MANUFACTURING: 

11.1 BLENDING PROCESS: 

After the tea is bought in the auction in sevet·al grades, the 
grades are mi zed in the factory in predermined proportions 
which will give the required taste and liquor strength. 

11.2 PACKAGING 

This mix (blend) is fed into the machine which fills the 
packets in the required weights. The sealing of the packets 
may be done by the mahcine or by hand. The packets are 
finally put into cartons and stored or marketed directly. 

11.3 BULK TEA 

Bulk tea is also in majority of cases blended in the same way 
but is packed in bulk at Mombasa and shipped in 60 kg. 
palletized paper sacks. 

12.0 PROFITABILITY: 

This is a very important issue fo this project and the fact 
that it comes almost on !inal stage does not lessen its 
importance. 

A quick glance ol the first quarter of the project's operations 
shows a rate 0~

1 

Return on Investment (RoI) of about 25%, 
which is very reasonable. Therefore although the project may 
experience a difficult period in the early years o! operation, 
the latter years may be profitable. This could only be 
vP.rified if :\ ~ash-flow projection is produced but Roi in three 
Y"''ll's i:;; rnt.kip:1t1>d .1nd four years .3t the l!lr.•·sr .• 



• 13.0 APPENDICIES 

13.1 !SA TI ON AL TEA PRODUCT!O~ IN KGS {1963 - 1992) 

lJ.2 Ql'OT A TIO:'lS I MACH~NERIES) 

13.3 TEA - EXPOR:"S (STATISTICS) 

13.-t 1993 PRODUCTION 

13.5 FACTS O~ KE~YA TEA 

13.6 REGISTRA TIO:'i CERTIFICATES 
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• Facsimile Cover Sheet 

To: Mr E.K.Kariuki 
Company: Mountain Produce Ltd 

Nairobi 
Kanya 

Phone: 09254 2 740039 
Fax: 09254 2 7 40039 

From: Etienne Venter 
Company: Sachet Pack (pty) Ltd 

Cape Town 
Rep South Afrtca 

Phone: 021 5511498 
Fax: 021 5511499 

• Date: 29 June 1993 
Pages lncludlng this 

cover page: 2 

Comments:I must apologise for the delay In responding 
to your request however we hne not been ab .. lo pt thntugh to your number. 
Th1nlt Y'IU for yvur ,nqu;ry.We detail our stmndlrd I•• ag m•chfr.e H ,.,...,._ 

MACHINE 

MODEL 

SACHE: lE 

REEL SILE 

DOSING HEAD 

' ~ ·..Al ION • 

' L8"e •om.UC t•• P8C:Jcfng m•chlne. 

SAC.ffET PACK 4-T 

85rrun by 85mm 

Tet bag lier P9Per 520rnm Nde reels 

Adju11ble hm 1gm to 2.5 gm 

4 S1chet1 In lntt ,perfor .. ed indMdu1tf 



• 

• 

• 

SPEED 

ElEClRICS 

CONSTRUCTION 

KNIVES 

PMTS 

PRICE 

INSTALLATION 

STAFF TRAINING 

GUARANTEE 

DEPOSIT 

PAYfliENT 

DELIVERY 

... 25 strips of 4 uc:hlts ,. minUI• 
V8ft8bll,bell1•111 800 Md 800 per mmute 
Jllter8P .a 850 l8Chets per minUI•· 
15 Amp 220 vol 1upptf 

,.. parts IMNJfactured -· 
H.mned tdgb speed steel for long lie 

Re..atflldlbll 

U S OollrS 35000.00 C & F Mxnbna. 

lncllded In the price. Technlc91 engineen hotel 
accomodlllion for yovr account. 

Undeftmken .. 1ns1...uon. 

I ...-

44rftl of Pun:llaH price wltt order 

By• contnned letter of crecM 

I Weeks tom date of order end receipt of depo1ll 

To pack 5 metric tons of lea per dmy yvu would requk'e 5 st•d•rd 4-T IMChlnes. 

TEA BAG Fil TER PN'ER REELS 

w1om 

0.0. 

CORE 

PRICE 

520 mm 

520"'"' 

78mm 

U.S.OOllR 7.75 per ldlogrlm ex Cape Town. 
Can be tm:Uled wfth mlChtn• pticking 

VACU\M PACKING 50 to 100gm of product 

Please let us have fnfonnation regardng; 
1. Wh.t type of product yvu rant to pack. 
2. Type of packing material or taminat• 
3. Is vacuum nece111ry or c~n nitrogen ftnhtng be used 

We lock fom1rd to heiring from you 111d trust that .. may be of service to you.We 
ere wilng to make a trip to Nairobi if reqiured. 
Youn l•ilhfUIV, 

~-
Etienne V1nter 

" -·- ..... ·--- / 
,· 
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,,;..,r~e.lhe lea board kenya 

. TIIE TEA BOARD OF KENYA 
KE.~YA TEA EXPORI'S 
OCiO~fDER 1993 

AMOUNT IN KGS 

3.965.430.50 

4,460,001.00 

2.982.234.60 

706.151.00 

509.559.00 

262,772.00 
154,000.00 

98.560.00 

186,205.00 

160.192.00 

125,039.50 

255,296.00 

58,084.00 

50,73200 

48,008.00 

42,782.00 

23,940.00 

19,588.00 

22.·00.00 

16,500.00 

20.240.00 

6,600.00 

4,000 00 

3,200.00 

25,000.00 

14.227,114.60 

e e 

VALUE IN KSH UNIT VALUE 

469.172.199.77 118.32 
4w8,5w8,6w5.46 I 11.71f 
315,334.444. 79 105.74 

72,408,w92. 75 102.03 
53,067, 117 36 104.14 
31 ,049,652.10 lO!i.80 
16,320, 117.69 105 g7 
12.568,494.23 127.52 
20, 755,551 .96 111.47 

17.888.422.58 111.86 
11 ,722,41114.0111 g:us 

43,093.478.52 168.80 
6, 748, 1e2.oo 110.1111 
6,638,11193.31 130 86 
5, 762,386.25 118.55 
4,924,373.00 115 10 
2,661, 776.25 111. 19 
2,303,811l2.85 117.81 
2.201,358.00 1118.27 
1 ,825,338.21 110.63 
2.438.834.35 120.40 

50111,406.82 8627 
412,077 00 103 02 
353,00IMlll 1 i0.34 

3,320,463.6111 132 82 

1,eo2. 1915,233 .38 112.e2 
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DESTINATION 

PAKISTAN 

UK 
EGYPT 
SUDAN 

YEMEN 
IRELAND 

CANADA 
AUSTRALIA 

S. AFRICA 

NETHERLANDS 
DJIBOUTI 

U.S.A. 

SINGAPORE 

SRILANKA 

BELGIUM 
FRANCE 

UAE 
BOTSWANA 

OMAN 
HONGKONG 
INOtA 

RUSSIA 

GERMANY 
JAPAN 

TURKEY 
ETl-tlOPIA 

HOLLAND 

TOTAL 

e 

TJ-IETEABOARDOFKENYA 
KENYA l'EA UPOR'l'S 

SEPTEMBER,1993 
AMOUNT IN KGS 

3,203,445.30 

4.111111.880.50 

2.0118,&63.30 

1.3511.088.70 

478,2111.00 

714,8110.50 

335.588.00 
287,8815.00 

221.324.00 

1118,178.00 
230,ll02.00 

183,584.00 

80,54400 
38,180.00 

47,884.00 

88.748.00 

34,124.00 

~.Oll0.00 

28,1182.00 

25.1144.00 
22.178.00 

20,420.00 

34,208.00 

1',152.00 

11,28000 
9,000.00 

51,080.00 

14.7115,12G30 

SOURCE TEA BOARD OF KENYA 

e 

VALUE IN KHS UNIT VALUE 

------·-
382.8811, 7118.03 113 28 

530,1154.858.10 108.111 

:.'011,380.~1.00 Qll.88 

140.010.422.00 10302 

4Q,988,521.00 104.63 

81,5114.253 55 114 14 

3CU20,850.00 109.72 
28,3315,5154.00 105.815 

24.845, 745.50 112.:ie 

111,787,1811.00 100.78 

111.888.880.00 81.80 

20,1158,311Q. 78 114.18 

8,935. 708 00 11458 
4,820,345.00 121.01 
5,1110,1131.110 1011.24 
7,131.4&5.llO 103.73 
3,8110,41111.00 108.15 

3.3111.103.00 114.45 

3,158,880.00 100.00 

3,067, 734 00 111124 
2,325,7511.00 104.88 

1,1188,5811 00 118.31 

4.027,1115.80 117.75 
1,885.11114.80 115.53 

1.0118.350 00 97.37 
787,411.00 87.411 

8, 131!.11511.40 120 18 

1,5711. 747.888 48 10885 



AMOUNT IN KGS 
DESTINATION 
PAKISTAN 2,865,651.00 
U.K 4, 156,286.00 
EGYPT 2, 136,941.00 
SUDAN 684,963.70 
YEMEN 565,626.00 
U.S.A 462,742.00 
CANADA 255,365.00 
NETHERLANDS 139,355.00 
AUSTRALIA 81,780.00 
DJIBOUTI 75,000.00 
JAPAN 45,034.00 
S. AFRICA 68,264.00 
SOMALIA 59,992.00 
BOTSWANA 40,000.00 
UAE 25,036.00 
FRANCE 34,252.00 
BELGIUM 22,156.00 
GERMANY 11,410.00 
IRELAND 250,860.00 
HOLLAND 106,400.00 
ETHIOPIA 5,752.00 

TOTAL 12,092,885. 70 

SOURCE: TEA BOARD OF KENYA 

- -

THE TEA BOARD OF KENYA 
KENYA TEA EXPORTS 
AUGUST 1993 

VALUE IN KSH 

319,485,036.44 
452,956, 700.50 
235,346, 779.48 

59,992,416.09 
59,802,486.67 
44,696, 168.99 
25,298,088.66 
15,704,559.56 
8,615,284.49 
6,597,884.24 
5,582,705.31 
7,678,972.08 
4,734,144.02 
4,664,630.00 
2,877, 136.40 
3,685,105.02 
2,349,001.27 

983,737.60 
30,721,257.55 
10,487,167.55 

492,644.90 

1,302, 755,906.82 

UNIT VALUE 

111.49 
1013.96 
110 13 
67.58 

105.73 
96.59 
99.07 

112.69 
105.35 
87.97 

123.97 
112.46 
78.91 

116.62 
114.92 
107.59 
106.02 
88.22 

122.46 
98.56 
85.65 

107.73 

-



• THE TEA BOARD OF KENYA 

KENYA TEA PRODUCTION 1993 

MONTH AMOUNT IN KGS. 

JANUARY 21,754,140 

FEORUARY 18,986,048 

MARCH 22,146,900 

APRIL 17,005,034 

MAY 16,482,805 

JUNE 17,053,611 

JULY 14,019,407 

• AUGUST 13,807,771 

SEPTEMOEfl 15,925,163 

OCTOBER 17,617,587 

• 



THE TEA BOARD OF KENYA 

KENYA TEA EXPORTS 
JANUARY/DECEMBER 1992 

• Importing Weight Value Unit 
Country ~ KShs. Price 

U.K. 68, 135, 274 3,974,636,34b 58. 33 
Pakistan Li3, ;Gt,494 2,626,Li78,322 60.85 
Egypt 2Li,409,718 1,253,970,283 51. 37 
Sudan 4,411,855 165,293,9147 37~46 
lrel and 4, 153,517 262,088,987 63.10 
U.S.A. 3,792,105 215, 729, 198 56.118 
Netherlands 3,594,815 198,387,9149 55.18 
Yemen 2, 242, 122 88,493,831 39.47 
Canada 2, 161,407 126,616,760 58.58 
Djibouti 1,391,731 Li9,510,512 35.57 
Somalia 945,850 16,303, 176 .17. 23 
Singapore 846,549 52,991,980 62.59 
Belgium 810,656 45,238,704 35.80 
Austra I ia 790,179 Li0,192,186 50.86 
Germany 671,140 90,815,414 135. 31 
Sri Lanka 549,292 30,392,820 55. 33 
Japan 499, 121 30,332, 139 60. 77 
Botswana 383, 192 20, 753, 330 54.15 
Iran 322,530 16,381,478 50.79 
Saudi Arabia 289,712 11, 771, 757 40.63 
France 248,265 17,136,387 69.02 
Israel 206,800 12,319,555 59.57 • Turkey 163,374 10,637,077 65.10 
Oman 160,895 7,453,921 46.32 
Hongkong 110,902 6,672,026 60. 16 
U.A.E. 107,837 ·5. 11 o. 0611 52.95 
New Zealand 68,740 3,592,315 52.25 
Ethiopia 64,500 1,403,658 21. 76 
Denmark 52,000 2,349,901 45. 19 
Rwanda 33,928 2,395,819 70.61 
Mexico 31,360 1,2117,507 39.78 
Finland 30,493 2, 153, 842 70.63 
Greece 20,000 474, 141 23.70 
l taly 18,000 2,330,805 l29.118 
India 17,296 922, 128 5 3. 31 
Tanzania 11, 826 747,748 63.22 
Uganda 11, 400 499,114 43. 78 
Portuga I 7,200 247,441 34.36 
C zechos I ovakia 6,000 281,400 46.90 
Switzerland 4,000 297,240 74. 31 
Comoros 1, 920 17, 986 40.61 
Others 1,565, 122 102,160,112 65.27 
Aircrafts/Ship Stores 2,447 175,6011 71. 76 

TOTAL 166,506,5611 9, 1197, 665, 5110 57. OIJ 
---------- -------------------.----- ------------ -----• Source: Centra I Bureau of Statistics 

)JL\b.....ArLiJ . 1923 
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No. c. 53221 I 

I 
I 

CERTIFICATE OF INCORPORATION I 
I hereby Certify, •hat-

MOUNTAIN PRODUCE LIMITED ••••••••••••••••••••••••••••••••••• 
.................................................. ....................................................................................................................................... ·--·················· 

·············-········ ............................................................................................................................................................................... . 

. ................................................................................................................................................................................................ .. 

.................................................... ...... ················ ...................................................................................................................... .. 

is this clay Incorporated under the Companies Act (Cap. 486) and that the 

Company is LIMITED. 

Gi\'cn under mv hand at Nairobi this ........ !9.!!.~~~-~~!~ ... -..... ················--··-· .. ·· cla\· 
J • 

APRIL NINETY THREE. 
of: ........................................................ One Thousand Nine Hun<lred and---·-··-··-· .................. --··-············ ... . 

I 
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All COMMUNICATIONS T 
9E ADDRESSED TO THE 

ASSOOATION. 

UST AFRICAN TEA TRADE ASSOCIATIOI 
REX HOUSE 
MOI AVENUE 

Telephone: 31S687 
T elegr.ms: ··TASSOC­

Telez: c/o 21242 ·~TEL KE"~ 

Your Rel: Our Ref: 

P.O. BOX 85174 -
MOMBASA. KENYA 

------ -------

Mountain Produce Limited, 
P.O. Box 56954, 
NAIROBI. 

Dear Sirs, 

F 7 (d) 

APPLICATION FOR BUYER MEMBERSHIP 

Fax:225823 

Date: ---------
14th June, 1993 

With reference to your applicat+on for Buyer Membership dated 
20/5/93 I am pleased to inform you that at the Management 
Committee meeting held on 10th June, 1993,.you were approved as 
a Buyer Member. 

Please be advised that, you will remain a Provisional Buyer 
Member until you purchase at· least 50,000 kg of tea over one 
calendar year i.e. 1st January, to December 31st, in accordance 
with Rule 8 (b). 

We look forward to your active participation in the 
Association. 

Yours faithfully, 
EAST AFRICAN TEA TRADE ASSOCIATION, 

( , 

~j~\ 
l_M. RADOLI 
~EXECUTIVE OFFICER 

Encl. 

c.c. Chairman, Tea Brokers' Association • 

c.c. Chairman, Tea Buyers' Association. 



FACTS ON 
KENYA TEA 
Kenya teas are of Asian Origin - botanically known 
as Camellia Sinensis. 

~ 

The first tea bush was planted in 1903 in Limuru a 
few miles north of Nairobi but commercial growing 
did not start until 1924. · 

The tropical red soil derived from high altitude 
decomposed deposits is quite ideal for tea 
growing in Kenya. 
Kenya is further endowed with a very favourable 
environment and well distributed rainfall with long 
suny days which are necessary conditions for tea 
growing. 
Rainfall in all tea growing areas ranges between 
1200 mm to 1400 mm per annum. 
Production goes on all year round with two peak 
seasons of high crop between March and June 
and October and December which coincide with 
the short and long rains. 

The main growing districts are situated in or 
around the highland areas on both sides of the 
Great Rift Valley at heights from 1 ,500 metres to 
2.700 metres above sea level. 

:-

In the early days most Kenya tea gardens were 
developed from seedling but today, vegetative 
propagation is widely used. This is a system 
where the single leaf of a tea bush is made to 
produce another plant similar to the 'mother bush'. 

r tt!!:l.111~ : 

It is mainly the upper two leaves and a bud which 
are plucked to make the world's most drunk 

• 

relreshment. It is essential that the bushes are 
plucked in regular cycle ranging from 7 to 14 
days. 

. t.i· '1Ut~':Hl''r · 

Most Kenyan teas are manufactured using the Cut 
Tear and Curl (CTC) method of manufacture'.This 
ensures maximum cuppage per unit weight as the 
tea is of finer leaf as against the wider and bigger 
leaf in the orthodox manufacture. 

· : 'r. i 1·1·.· C : ' I.: : 10 1 : 

Planted tea in Kenya covers slightly over 100,000 
hectares. Annual tea production Is well above 200 
million kgs. when the. weather is favourable and 
this is projected to increase as more bush comes 
into maturity and producers Improve their farming 
practices. Much of the tea produced is for export 
as the domestic market is relatively small. 

r.l· ·""'!·' 
Kenya tea has established a reputation world over 
for its high and consistent quJllty throughout the 
year. Liquoring properties range between good • 
medium to very fine with the best qualities being 
produced early In the dry weather period of late 
January • early February or in July, .A.ugust and 
September. 

. '!1"·: 1.· tn~ Ec~ncml\·: 

Tea is the leading export commodity contributing 
up to 28% of total export earnings tor Kenya. Tea 
production is labour intensive and ii accounts for 
over one million jobs in direct and Indirect 
employment. Tea Production is also 
enveronmental friendly as very little chemicals If at 
all are used in Its production. Tea growing and 
manufacturing are carried out In the rural areas 
thereby contributing significantly to rural 
industrialisation and develoµment. 

r;,. '1lWJ a.-
i~~· 
\;:

. 

. . , 

AH en11w,.1 fO. 
THE SECRETAR'' 
TEA BOARD OF KENYA 
UKULIM .. CO·OPERATIVE HSE 
HAILE SELASSIE AVE ICOUNTV RD 
PO BOX 2006<I NAIROBI 
TEL.220241•220643 •FAX 331850 
•n••H'l(ENT" 
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Pl•eirusA 
AGREE:\fE:\I 

\\1 n:RE. \S it is the desire of .\RID. P.\C. .... \RID'°. a l'nited Sratt.-s company 
organized under the bws of Georgia and R.-\.\1.-\CH:\ PROCESSORS. '°R.\.\1.-\Cll.-\ ... a 
company organized under the laws of Kc:nya. to c:nter into a joint venture to sa:un:. 
purcha.'iC. proct.-ss. market import stock. sell. whether by wholesale or reUil \"3riou.'i 
categorit.-s of fish and tish products. including but not limited to samaki leather and other 
by-product<; of ~ile Perch for the African and International :\farkets. 

~ow nn:.REF< >RE in ('(>~SIDER.-\ TIO~ of the mutual CO'\'CIWll'i herein. the parties 
..\GREE as follows: 

I. The partit.-s shall form a company under the name of ~ile International Ltd .. or ~de 
Homa International Ltd .. or such other name as the parties ( .. ~"'Il..E") agree \\ith 
Articles of . .\s.'iOCiation and :\lemorandum filed in Kenya with ~-en (7) Board 
:\lernbcrs and such terms as are agreeable and ratified \\lthin 60 days. llnless 
mutually agreed. Ramacha shall ha'\'e the right to elect four director.; and .-\R·m 
shall have the right to elect three directors. 

.:. . t: nlcs.o; mutually agreed upon otherwise. the parties hereby agree to commt.'1\cc li'ih 
proces.'iing in the follo\\lng business stages consistent with the Bu.o;in~ Plan 
attached as Exhibit "A": 

a. Stage C)ne- Samaki leather (fish leather processing) 
b. Stage Two- Fishmeal 
c. Stage Three- Fish oil. fish bladder and fish filleting. 

3. With respect to Stage One. Ramacha Processors (also designated as "Kc:nya 
Partner.-") agrees to contract or otht.·rwise produce processed samaki leather from ~ile 
Perch and forward the same to .-\RID (alw designated as "USA Partners") under the 
follo\\ing terms and conditions: 

Grade 
Cru.o;t 
Cru.<it 
Finished 
Finished 

Ouantitv <Sq.ft.> Shilling Price Color 
500 100 (X .lJSD67) green 
500 IOO(x .USD67) grey 
500 150(x .t1SD67) purple 
500 150(x. CSD67) blue 

Subtotal 
Shipping & Handling to lJSA(25°o) 

TC>TAl. 

Subtotal 
s 746.27 
s 746.27 
St.119.40 
Sl.119.40 

$3,731.34 
932.85 

$4.663.8..i 

ATC-USA.<; c·,nr.nurs~ P;irkwily Suit'? 2AOO. A!liln!a. GP.orl"}lil .10328 USA. TP.l •i04-512-4024. FAX 404-S12··IO"l6 

ATC-SEMBULE. "I) nox !'i!P2. "':1m:i;J'i1. ·;r,;inrJ;J. '"I ;-r,1; .. 11257°l'lA'l251i··l1·2701·lfi,7. FAX 256··'f·2:"rl'}1fi. T".1P.X tiP~l SE'.IF.1'.JL[ 
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4. The USA Partners agrees to market said samaki leather described in Paragraph 3 and 
provide the Kenya Partners at least 30 days notice. or as agreed upon. of any future 
market demands to the benefit of NILE. The US Partners shall also provide: 

a) Expertise to identify new markets both \\ithin Africa and Internationally. 
b) Expertise necessary to train persormel in management skills needed to 

export ln!emationally as well as to identify and maximize the 
opportunities available \\ithin Africa. 

5. The parties further agree to expend the sum of $4.663.84 USD as outlined above as 
initial Capital Contribution with the following equity assignment: 53% Ramacha and 
47% ARID. The parties further agree to expend or deposit into a bank account the sum 
of$2.455.70 by Ramacha and $2.208.14 by ARID within 60 days hereof. The parties 
agree that future equity may be negotiated up to 50.l percent to Ramacha and 49.9 
percent to ARID with cash requirements payable on a prorata basis. 

5.1. It is understood that each party shall deposit into a designated bank the sums 
indicated in this Paragraph 5 \\ithin 60 days of signing this agreement. · 

6. Any declared profits from the sale of samaki leather shall be governed by the equity 
ratios stated in paragraph 5, or as agreed upon by the parties . 

7. Dividends shall be payable quarterly unless two-thirds of the directors vote to do 
otherwise consistent with the applicable laws and regulations. 

8. After complying with the contractual elements of Stage One as further outlined in the 
attached Exhibit "A I" the parties agree to consider Stage Two and Three. including but 
not limited to undertaking the processing of fishmeal. fish oil. fish bladder and fish 
filletiLig. Ramacha also agrees to provide the items listed on the attached Exhibit "Al. l" 
pursuant to the Business Plan attached as Exhibit "A"(fishing boats and gear. cold storage 
facilities and vehicles and other assistance necessary to be decided by the parties oi;. or 
before July 31. 1994. 

9. After complying with the contractual elements of Stage One as further outlined in 
the attached Exhibit "A I. I". the parties agree to purchase the machinery needed to set up 
according to the fish processing plant outlined in the Business Plan (Exhibit." A") and to 
secure technological training to operate said machinery. 

I 0. The parties agree to provide the labor. manpower and resources according to the 
schedule attached hereto as Exhibit "A 1.2". 

J I. The parties further agree to provide a building suitable to house a fish processing 
plant, and infrastructure development necessary to support said plant according to the 
schedule outlined as Exhibit "A.1.3" 
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12. The parties agree to provide for operating capital to be ~"'<l as set according to 
the further attachoo exhibit "A. I. 4". for the Salaries'W ages. Raw material. Operational 
costs and expenses. 

13. It is agreed and understood that closing costs shall be paid as outlined in the attached 
Exhibit "('". unless othel"\\ise amended or agreed upon by the parties. 

13.1 It is understood and agreed by the parties that all bills of purchase and invoices 
shall be supplied to each other for all expenditures involved. It is contemplated that the 
parties shall expend sums in proportion to equity percentage with expenditures to control 
any balances paid or due. 

14. During Stage One as contemplated in Exhibit "A 1.1 ", the parti\.-s agree that no check 
or other expenditure in excess of $500 shall be made absent two signitures designated in 
writing by 2'~rd of the Board of Directors. unless other otherwise agreed upon. 

15. The parties further agree as follows: 

a) This agreement may be modified or amended by mutual consent of all 
parties. 

b) This agreement shall stand approved within 60 days of signing the same 
unless written notice of rejection is provided to all parties by OHL. Federal 
Express Return Receipt to evidence delivery to the parties at the following 
addresses: 

FOR RAMACHA PROCESSORS : 

TO: James M. Morumbasi 
P.O. Box 53832 
Nairobi. Kenya 

WITH COPIES TO: 
Sally N. Ongweny 
P.O. Box 672 
Homa Bay. Kenya 

Omari Nyambati 
P.O. Box 672 
Homa Bay. Kenya 

FOR ARTD. INC.: 
Randal Mangham 
Attorney at Law 
P.O. Box 1558 
Atlanta. GA. 30301-1558. U.S.A. 
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Wfl1I COPY TO: 
Ronald Reeser 
P. 0. Box 1246 
Atlanta, Georgia 30031-1246 USA 

16. Any dispute lDldcr this agreement shall be resolved by ARBITRXIlON through 
the IntcrnanonaJ Center for the settlement of Investment Disputes, U.S. 
Arbitration, as the party aggrieved shall file. 

In consideration of the mutual covenants herein. the parties do agree to said terms and 
conditions this IS t-4 day of December, 1993. 

For Ramacha Processors 
(KENYA) 

SIGNED: 

_---:--

. R·-~ 
·· FOR ARTD.illc. 

(USA) 
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INDUSTRIAL PARTNERS PROGRAM FOR AFRICA llPPAI 
WITHIN THE 

FRAMEWORK OF THE 
INDUSTRIAL DEVELOPMENT DECADE FOR AFRICA IIDDAI 

INDUSTRIAL INVESTMENT PROJECT PROFILE 

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATIONS 
(UNIDOI 

It 
ATC-USA, CO. 

A PARTNERSHIP FOR AFRICAN INDUSTRIAL DEVELOPMENT 
DECEMBER. 1993 

ATC-USA. s c.~nr.our~P. P;irkw;iv Suire 2800. A!l:inr,1 Gr.orq1;i .10328 USA. Tt:l 40Vi12·4024. FAX 40·l-'i12·40!}fl 

ATC-SEMBULE. "() E!nx 1'i1R2 • K;imn,1:a 1..JqaMa • ;,,1 .':S6-J1-25i·l')A 'l ;!sfi .. :1.21r,1 .:fi.7 •~AX 251; .. 11.,:7.~'l'A • iP.lr.~ 1i11i1 '3EM8u:..:: 
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INDUSTRIAL INVESTMENT PROJECT PROFILE/FOR IPPA UNIOO-GEORGIA 
DECEMBER 1993 

COUNTRY: Kenya PROJECT # 002 

PROJECT TITLE: Nile International Ltd SUBMISSION DA TE: 18th Ott, 1993 

Project Dcscription:Briefly 

F"ssh processing plant with four processing lines namely f15h filleting, fashmeal , fuh oil, fuh skin 
(leather) and fuh bladder processing. 

First phase of the project calls for the fuh tanning plant to be set up - the other lines will be phased 
in gradually. 

Part A - Information on the project 

I. Technical Aspects 

I.I Is the project a new enterprise or expansion/modernization of an existing one? 
New 

I .2 Has this project been promote" before? Yes/No 
If yes. when:___ By which organization ........ No .................. . 

1.3 Product(s) t.J be manufactured: 

PRODUCT 

Wet Blue Leather 
Crust Leather 
Finished Leather 

QUANTITY 

IOOO 
IOOO 
1000 

1.4 Market (Domestic, Export) 

PRICE (Ksh) 

100 per sq ft 
150 per sq ft 
200 per sq ft 

1.4. I What percentage of production goes into domestic market? 30% 

1.4.2 What share in the domestic market it covers? 95°/o 

1.4.3 What percentage of production is designated for export?( name and respective 
percentage) 90% 

1.4.4 Other rotential markets? (if any) 



1.5 Plant capacity (as detailed as possible) 

• 1.6 Manufacturing process (as detailed as rossible) 

= Tannery P~ sec attached business plan 

1.7 Manpower 
Indicate estimated personnel requirements and average monthly wages inclusive of all 
allowances and benefits: 

Monthly/Salary/ 
Manpower Number Person (Local currency) 

Management 7 IOl,000 

Clerical 7 34,000 

Technical Supervision 3 45,000 

Skilled Labor 9 70,000 

Semi-skilled labor 4 7,000 

Unskilled labor 9 22,000 

Seasonal labor 

• Total 39 286,000 

1.8 Raw materials and other inputs 
Indicate quantities required and unit prices 

Quantity (pieces) Unit Price 
[per year] 

1.8.1 Domestic 20,000 2.00 USS 

1.8.2 Imported 300,000 2.00 USS 

1.8.3 For materials which have to be imported, indicate customary sources and specify 
import duties, where applicable: Germany; Italy 

1.9 Utilities 
Indicate quantities required and unit prices for the following utilities: 

Utilities Quantities Total Year 
(per year) (Ksh) 

- Fuel [oil, gas, coal, etc.] 100,000.00 

• Electricity [K wh] 60,000.00 

• ·Water [own borehole]m3 10,000.00 
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I.IO Plant location and availability of infrastructure facilities: (as detailed as possible) 

1.10.1 Location and reason for selection of site= Homa Bay, on shores of Lake 
Victoria 

I. I 0.2 Availability of infrastructure 

Water Supply 

Power Line 

Roads, rail, water. air, etc. 

Postal & communication services 

2. Financial Aspects 

Yes 
Y. 

x 

x 

x 

No 

2.1 Total project cost. broken down into land, construction, installed equipment, and working 
capital, indicating foreign exchange component: 

Local Foreign 
Currency Currency 

Fixed lnvesnnenf Component Component Total 
(In USS] [In USS] [In USS] 

Land 4,412 4,412 

Buildings 176,470 

Machinery & Equipment 350,000 

Furniture/fittings 8,823 

Working Capital 59,701 

Pre-operational expenses 10,294 

Interest during construction 30% 

Provision for contingencies 2.5% 

Total 4,412 609,700 
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2.2 Is local development bank in principle willing to consider participation in 1te project? If 
no. why? = Yes 

., , __ ., 
What is the local investors equity contribution to the project (as detailed as possible) 

53•1. 

2.4 What is the US Partners equity contribution to the project 

''"· 
3. Foreign Contribution Desired 

Indicate whichever is needed among the following: 

- Equity Panicipation x 

- Loans x 

- License and know-how x 

- Machinery & Equipment x 

-- Access to Foreign Markets x 

-- Technical collaboration x 

-- Management x 

--Training x 

-- Other 

4. Project study available (if available provide copy): 

--Prepared by: Consultant for Ramacha PrOCe$SOrs 

-- Pre-feasibility 

-- Feasibility Yes 

-- Other 
-- None 

4.1 Information on profitability and return on investment (as detailed as possible): (important) 

5. Currency exchange rate used: 

Date: December 1993 

Rate: Ksh 68 to I USS 
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Part B - Information on Project Sponsor(s) 

I. Name of company: 
Contact person: 
Address: 

Telephone: 

Ramacha Processors 
J. Murumbasi 
Kirichwa Road 
Estate 24 Hse 22 
Box 53832, 
Nairobi, Kenya 

564440 

2. Present line of business: Supplying fish to the market but now new project 

3. Annual turnover (gross sales) (in USS) Confidential 

4. Present ownership including equity distribution: 100•1. 

5. Bank connections: (Name Address) 

6. Year of establishment: 1990 

7. Number of employees: JO 

Signature of Project Sponsor Signature of Consultant/Coordinator 

DATE: / i--J 8-c;]? 
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FEASIBILITY STUDY REPORT 

ON 

A FISH PROCESSING PLANT 

IN 

HOMA-BAY TOWN 

PREPARED FOR: 

KENYA 

RA"ACHA PROCESSORS 
P. O. BOX 672 
HO"A BAY 
KENYA 
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1.0 PROJECT BACKGROUND 

1.1 INTRODUCTION 

1.1.1 A 

development 

country•• prospects 

greatly depend on 

for 

her 

rapid economic 

natural resource 

endowment and the extent to which that is exploited. 

The whole 

basically 

harnessing. 

process of national development 

one that involves 

can 

be seen as th• 

to create 

resources exploiting and managin1 natural 

wealth for the nation and employment 

the natural for the people. Among opportunities 

resources that Kenya can exploit for its natural 

economic development are forestry. fisheries and 

mining resources. Alt.hough the direct contribution 

of t.h&se resource& to GDP are currently relatively 

the growth of other &ma I 1. their contribution to 

sectors of the economy 

inputs is substantial. 

through the supply of vital 

1.1.2 Since compared to many countri•s of the 

world. Kenya i& not endowed with abundant natural 

resources, it is therefore important that whatever 

resources the country has should ba exploited wall. 

One of the resources that nature has bast.owed upon 

the country and whose exploitation and utilization 

needs to be maximized i• th• f ishari•• resources • 

Fisheries resources provide an important source of 

animal protein for both human and livestock. Its 

exploitation also help• in reducing 
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pressure on land by diverting people to productive 

activities away from land. 

1.1.3 This 

possibilities 

feasibility study 

and viability 

report looks into the 

ot intensifying the 

exploitation ot fishery resources through setting up a 

fish processins plant in the •hares of L. Victoria. 

1. 2 PROJECT I DEA 

1.2.1 The project intends to sat-up a fish proca•sing 

plant which would optimize the utilization ot fish that 

is currently bains harvested from Lake Victoria. The 

project would be having tour procassins lines namely 

fish filleting, fishmeal, fish oil, fish skin <leather> 

and fish bladder processing. Th• final products to be 

produced from the plant are frozen fish fillets, fish 

meal for animal feed, fish oil, fish skin leather and 

fish bladders. 

1.2.2 Tha objectives of the project are: 

a> Provi•ion of a •ingla facility that can process all 

fish and fi•h by-product so as to optimize on th• 

utilization of tha local fishery ra•ources. 

b) Promote the consumption ot fish protein by both 

human and 1 ivastock through local production of 

fi•h fillet and fish meal. 
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c> 

d> 

3 

Processing of fish by-products so as to achieve the 

full utilization of the fish resources. 

Employment 

exchange. 

creation and earning of foreign 

1.3 PROJECT SPONSORS 

1.3.1 The project ls being sponsored/promoted by 

three local entrepreneurs who are currently operating 

a fishing company in the name of RAHACHA PROCESSING. 

The company's main activities are:-

harvastin1 of fish from Lake Victoria 

purchasing of fish from local 

Bulk selling/distribution 

processors and retailers. 

fishermen 

of fish fish 

The assata of the company include fishing boats and 

gear, and underdeveloped land. 

The promoters of this project consider the project 

a• an expansion/diversification programme ot the 

existin1 operations of their company. 

1.3.2 The sponsors of the project, RAHACHA PROCESSORS 

is a partnership Th• •hareholders ot th• company 

have all been in bu•ina•• mana1ement for a number of 

years and therefor• have th• adequate experience and 

expertise nec•s•ary tor runninl the proposed project. 
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2.0 PRODUCT MARKET ANALYSIS 

2.1 GENERAL 

2.1.1 Global estimat-a• of fish and fish products 

trade is estimated at about US•: 15. 6 bi 1 lion. with 

about 80 mi 11 ion tons t:..·aded. Developed countries 

account for USS:8.9 billion that is 42 million tons of 

the world fish trade and the rest C49"> is by the 

developing countries. 

2.1.2 Japan continues to be the largest importer of 

fish and fish products and accounts for 25" of the 

world trade. followed by tha U.S.A and the EEC . 

2.2 THE MARKET FOR FISH FILLET 

2.2.1 Fish is increasingly becoming a popular source 

of protein in the diet of many people the world over. 

In Kenya. 

at 3.5 

the per 

Kgs in 

capita intake of 

1983 and this 

fish was estimated 

has increased to 

approximately 6 Kgs in 1990. The local demand for fish 

is currently estimated at 155,000 metric tonnes/year 

most of which is met through the •upply of whole fish 

and less than 20" is in fi•h fillet. 

2.2.2 

fillet. 

In 1988, Kenya exported 1772 tons of fish 

The trade in fish and fish fillet• ha• been 

increasing ever since and in 1992, the export had 

increased to 130,000 tons. 
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2.2.3 There are about 30 fish filleting industries in 

the country, the most important ones being:­

Kenya Cold Storage 

Samaki Industries 

Afro Heat 

Hbita Ltd 

Fish Processors Ltd 

Victoria Nile Parch Ltd 

SVR Ltd 

In 1991, the fish filleting plants exported a total ot 

10198 tonnes ot Nile Perch fish fillet and 3 tonnes ot 

Tilapia fillet t.o Europe, Hiddla East and Asia. The 

exported fillet constituted only about 45~ ot the tot.al 

production, the rest of which was consumed locally and 

also traded within the PTA market. 

2.2.4 Jn conclusion therefore, it can be seen that a 

substantial market. tor tish fillet exists both in the 

local Kenyan market, especially in the ever expanding 

tourist industry and the export market such a• the PTA, 

EEC, America, Hiddl• East and Asia. 

2.3 FISHMEAL MARKET ANALYSIS 

2.3.1 Locally, there i• inadequate production at 

f i shmea I and most at the I oca I requi ramenta are met 

through importation. Thar• are about S mostly small-

scale fishmeal processors in the country whose output 
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is lass than 10" of the total fishmeal raqu 1 rements 

which is estimated to ba over 350.000 metric tonnes. 

2.3.2 Fishmeal• which is the major constituent in 

animal feed is in high demand because of the relatively 

well organised animal feed manufacturing industry. 

There are over 15 well established animal teed firms 

spread all over the country with an installed capacity 

at over 450 9 000 metric tonnes per annum. These firms 

however are 

capacities 

f i shmea 1 • 

unable 

because 

to 

ot 

utilize 

lack 

their ful 1 

of 1 ocal 

production 

sources of 

2.3.3 Although the quantity of fish meal imported has 

been decreasing over time as a result of the 

restabl ishment of five tishmaAl plants. the value ot 

fishmeal imported into the country has been rising. 

For example while in 1983 the country imported 2695 

tons worth Kshs 17.8 million, in 1989 only 908 tonnes 

was imported. This •hows that there is need to 

establish more fishmeal plants •o as to •atisty the 

local requirements and hence save the country'• scarce 

foreign exchange resources • 

2. 3. 4 In general terms, beside the existing local 

demand of f ishmaal a• exhibited by the importation ot 

the product, there also exists a substantia: export 
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market of the same in the Eastern and Southern African 

market. The Preferential Trade Ar~a <PTA> which is a 

trading b 1 ock of more thaa' 12 Eastern and Southern 

African countries, still relies heavily on importation 

of fishmeal for their animal feed industries. Since 

animal keeping is an important economic activity for 

al 1 the PTA countries, there ta no doubt that the 

demand of fishmeal will be sustained and continua to 

grow in the future. 

2.4 DEMAND FOR FISH OIL 

2.4.1 Fish oil, is a very important constituent in 

it the diets for human and animal consumption because 

is very nutritive and has a hish energy value. The oil 

contains fat •oluble vitamin A, D and E, it has low 

free fatty acid and hence low blood cholesterol affects 

and it is also a rich source of linolanic acid. 

Because of these factors, refined fish oil is widely 

used in the pharmaceutical 

industries. Also, since 

backing tats and margarine 

fi•h oil is in•aturatad 

compound, it is used in drying oils and varni•has, 

manufacture of metallic •oaps, and tanning :J.ndu•try 

amon1 others • 

2.4.2 Upto the late 1980' • the use of fishoi l in 

Kenya was fairly limited due to th• import r••triction 

imposed by tha government. However, with tha 
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liberalization of the economy, alot of fish oil is now 

being imported into the country. A look at the trade 

statistics reveals that in 1989, 27304 tons of fish oil 

was imported into the country mainly form United 

Kingdom valued at Kshs 19 million. The proposed 

industry therefore intends to supply part of this 

market. 

2.4.3 In addition to the above local market, a market 

for fish oil also exist in the PTA and EEC markets. 

Although figures are not available to show the actual 

&Kisting market size, it is believed that the demand 

is quite substantial. 

2.5 THE MARKET FOR FISH BLADDEP.S 

2.5.1 The processing and exportation of fish bladders 

although quite a new phenomenon in Kanya is currently 

a very important trade activity. Several companies 

have of late been sat-up specifically to collect., 

process, package and export fish bl adders and other 

fish remain• such as fins, jaws etc. 

2.s.2 The market for fish bladders is only confin•d 

to the export market • The major markets are USA., 

Europa, Japan and other A•ian countries. 
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2.6 DEMAND ANALYSIS FOR FISH SKIN LEATHER 

2.6.1 There exist a vast market for leather and 

leather products in Kenya. The shoe manufacturers are 

however, the largest consumers accounting for SO-SOS of 

the total leather use. The rest 40 - SOS is mainly 

used by manufacturers of l eat.her garments, bags and 

upholstery, wallets and other small articles of 

leather. 

Leather consu•ption ~n Kanya 

Projected to the year 2000 <million sg ft> 

Leather item 

Shoe upper 

Other leather 
articles 

Total 

1988 1990 

2.79 3.13 

1.86 2.08 

4.6S 5.21 

1992 1994 1996 

3.S2 3.9S 4.44 

2.35 2.64 2.97 

5.87 6.S9 7.41 

1998 

4.99 

3.34 

8.32 

Not a In calculating t.ha projections the fol lowing 

assumptions have made 

Ci> - a pair of shoe requires 1.8 sq.ft of 

leather 

Cii> Other leather articles require on 

average 0.66 sq ft of leather 

<iii> demand for leather 1oods will 1row ~t. 

es p.a 

2.6.2 The projected demand to~ leather i• estimated 

to be 93.S millon sq.ft by 2000. Althou1h there are 

several <about 1S> tanneries in operation in the 
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country, they do not have •nough capacity to meet the 

projected domestic and export demand. It should also 

intact be noted that all the leather currently being 

produced in the country is from hides and goat skin. 

There is no tanner processing fish skin. 

2.6.3 The demand tor fish skin l•ather, is tor a 

special market since it is used mostly in the 

manufacture of high quality fancy leather goods. Fish 

skin leather therefore would compete with only snake, 

crocodile and other reptiles leather, whose tanning has 

been banned in the country • 

2.6.4 An export market tor fish skin leather also 

exists. Presently, the only major exporter of tish 

skin leather is Australia and the major importers are 

Italy, U.S.A and EEC countries. 

2.6.5 

there 

The above market analysis bri•fly shows that 

exist sufficient market, both domestic and 

foreign for all the products ot the project. 

3.0 RAW MATERIALS AND INPUTS SUPPLY 

3.1 GENERAL POSITION OF FISHERIES RESOURCES IN KENYA 

3. 1. 1 Fish and Fish by-products will be the main raw 

material for the project. Kanya has considerable 

fisheries potential which is indicated by the presence 



• 11 

of over 10.000 sq. km of lakes mostly fresh water. 

3.200 km of rivers and streams and a coastline of over 

640 km. In addition to this. there are numerous fish 

bearing dams and fish ponds dispersed a I 1 over the 

country. 

3.1.2 The exploitation of the fisheries resources is 

still below the countries potential. It is estimated 

that although the fishery resources have a potential to 

land over 300,000 tonnes of fish yearly only between 50 

- 70S ot this potential is currently being exploited. 

The table below shows that the exploitation of • fisheries resources in terms of fish harvesting has 

been on the increase over time. While in 1987, 131,181 

tonnes were landed, this had increased to 182,330 

tonnes in 1991. The highest fish catch in Kenya was 

however experienced in 1990 when over 200,000 tonnes 

were landed. 

TyJ:• 1987 1988 1969 1990 1991 

Fresh Water 123,434 131,029 136,766 191,806 171430 
Fish 

Marine Fish 7,747 7,099 7,623 9,972 9900 

Total 131,181 138128 146,576 201,778 182330 

Source: Economic Survey 1992 

• 3.1.3 In terms of the type of fish landed, it is the 

freshwater fisheries that contribute about 93S of the 

total fish catch. Within the inland fish resources 
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however the major source is L. Victoria that 

contributes about 90" of the total trash water fish 

landed, then followed by L. Turkana. It is for this 

importance of L. Victoria being the major supplier of 

fish that has dictated the location of the project on 

the shores of L. Victoria in Homabay. 

3.2 LAKE VICTORIA FISH RESOURCES 

3.2.1 As already mentioned, tha source of the major 

raw material for the project, i.e. fish, will be Lake 

Victoria. Lake Victoria is the second largest lake in 

• t.he world and is a major producer of f i sh in A f r i ca • 

According to available information, about 54,000 

fisherman are actively involved in the exploitation of 

the fish in the lake using about 11,000 boats, 4000 

each in Tanzania and Kanya and 3,000 in Uganda waters. 

3.2.2 The table below shows the annual production of 

fish from the lake in the period between 1987 - 1991. 

Year Quantity " of 
Land ad National Total 

1987 113,452 86.49 
1988 12.5,071 90.55 
1989 13!.,431 92.4 
1990 185,101 91.73 
1991 167,867 92.07 

• Source: Economic Survey 1993 
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In 1987. the catch was 113452 tons and this 

increased to 185,101 tonnes !n 1990. A casual 

observation of the modulation trends from the lake 

sh~ws that the catch has even been increasing with the 

exception of 1991 when it slumped. 

3.2.3 Among the •ost common fish species landed from 

L. Victoria are Tilapia, Nile Perch, and Omena. These 

are the three fish species that would be the major 

inputs for the project. In 1989. L. Victoria &anded 

61210 tons of Nile Perch, 17,000 tons of Tilapia and 

40,861 tonnes of Omena. These species constituted over 

90% of the total catch landed. 

3.2.4 Statistics show that out of the total fish 

landed from the lake each year, an average only 40~ is 

processed while the rest is consumed fresh. Statistics 

also reveal that more than 95% of the fish from L. 

Victoria ls marketed and only 5% or so is retained by 

the fishermen for home consumption. These figures shaw 

that sinca the fish from the lake is already being 

marketea ~or processing, it woul~ be thus easy far the 

project to purchase the fish in the open market .ln 

competition with other buyers . 
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3.3 PRODUCTION CAPACITIES AND RAW MATERIAL CFISH> 

REQUIREMENTS 

3.3.1 Fish Filleting Plant 

The fish ti I Ieting plant 

capacity to produce 5 tons ot 

1450 tones of fillet per year. 

is planned to have a 

fish fillet per day or 

Since the fish fillet 

from each fish is only about 35~ of the total weight of 

the whole fish. it is estimated that about 15 tonnes of 

fresh fish will be required daily or 3750 tonnes per 

annum. 

3.3.2 Fishmeal Plant 

The fishmeal processing plant i• planned to have a 

capacity of processing 10 tons of fish in a day or 2500 

tonnes in a year. Out of this total requirements of 

fish about 8 tonnes shall be the fish carcass from the 

fish filleting line and 2 tonnes will ba of whole fish 

of which half would be Omena. 

3.3.3 Fish Oil Procassins Plant 

About 5 - 18% of the total wei1ht of the fish is 

made up of fat. Ni le perch l• one of the fish that 

contains the highest proportion of oilfat. Th• project 

would use the Nil• Parch and to a limited extant th• 

Ti lapia as the raw material tor oil extract.ion. The 

~lant would b• having a capacity to produce about 

150,000 litre• par year or 600 litres per day of 
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refined fish oil. The oil will be extracted during the 

process of fish filleting and fishmeal processing and 

therefore extra raw material <fish> will be required. 

3.3.4 Fish bladders 

Each fish contain an air sac called the bladder. 

Although tor a long time fish bladders have bean 

considered fish waste, nowadays they have a commercial 

value, especially in the pharmaceutical industry. The 

project is expected to clean and package about 50,000 

bladder in a year • 

3.3.5 Fish Leather Tanning Plant 

The Leather proces•in1 line of the project will 

have a capacity to process 5,000 pieces of fish 

skin/day which is about 350,000 places per year. Out 

ot these pieces, about 40~ will be obtained from the 

project's fish filleting line and the rest, about 

200,000 piac•s will be obtained from the other 

filleting plants that currently do not utilize them. 

3.4 AUXILIARY INPUTS 

The other inputs/raw mat•rials requir•d for the 

project are chemicals, water and electricity • 
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3.4.1 Chemicals 

Chemicals are an important input in tha leather 

production and !a.&ga qua.ntitias ot various chemicals 

are raqui red. The chemicals required tor the Nile 

Perch Leather processing as given in the table below:-

Type 

Sodium Sulphide 

Ammonium Sulphate 
Ammonium Chloride 
Sodium Bisulphite 
Bales 

Use 

Lining 

Oa lining 
and 

bating 

Common Salt Picking 
Sulphuric/Formic Acid 

Chrome Salt, Sodium 
Bicarbonate and 
Fungicides 

Retainning Agents 
Sy tans 
Himosa 

Fat liquors 
Raw oils, 

sulphated oils 
and sulphitad oils 

Tanning and 
Basitication 

Re tanning 

Fat liquoring 

Quantity 

400,000 

390,000 

510,000 

265,000 

600,000 

1,1so,ooo 

A total ot Kshs. 4 million will be required annually 

tor tha purchase of various types ot chemicals and 

other related inputs. 

3.4.2 Water 

Fish processing consumes lar1e volumes of water. 

The watar required should be portable and clean. 
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The plant will need approximately 100,000 litres ot 

water/day C2. 5 mil 1 ion litres /year>. It is su1ge~tad 

that in order for the plant to avoid being adversely 

attectad by water shortages. that are vary common in 

the town, 

supply. 

the plant has an additional source ot 

3.4.3 Electricity 

Electricity is another important input required tor 

th~ running of the plant. It is estimated that a total 

at 30,000 KWH will ba required daily. This would be 

provided from the national power supply grid system, 

and in cases ot breakdown by a standby generator. 

3.4.4. Packaging Materials 

Several types of packaging materials would be 

required for packa1in1 the various final products. 

These packaging materials ara:-

a> Plastic drum: 10 litre drum for packagin1 of the 

fish oil. 

b> Po\ythena sachets: for packa1in1 of the fish fillet 

at weight of 1 K1 per sachet 

c> 

d) 

Paper board boxes: for packagina the sacheted 

fillet with each box packaging 20 kl~ and SO kl•· 

Polythene bags: SO Kgs plastic/polythene ba1• fer 

packa1in1 of th• fish meal. 
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4. 1. 1 The factory would ba located in Homa Bay town, 

in Nyanza Province. Homa Bay is situated on the shores 

at L. Victoria and is the district headquarters ot Homa 

Bay District. 

4.1.2 Homa Bay district ls a relativGly new district 

which was carved from S. Nyanza district in 1992. 

Since statistics on Homa Bay district as it ls today 

are not available, the analysis of location and site 

will be dona using data on South Nyanza district • 

4.1.2 South Nyanza district covers an area of 7,778 

sq km <5714 sq km of land and 2,064 sq km at water>. 

It is bordered by Tanzania to the south and Uganda to 

the west. It also borders Klsumu, Kisll and Narok 

districts. 

4.1.3 Rainfall in the district varies from 700 - 800 

mm near the 1ake shore to 1400 - 1500 mm in the higher 

eastern area of the district. Hean t•mparature• range 

from a minimum of 14 - 1a•c to a maximum of 30 - 34°c 

while the mean annual duration of bri1ht sunshine i• 7 

- 8 hours/day. 



• 

• 

• 

19 

4.1.4 Demographically, the district has a population 

density that ranges from 91 persons per sq km to 245 

persons sq km. According to 1979 population census 

figures, the district had a population of 817,601 

people and currently the population is estimated at as 

shown in the table below:-

Division 1979 1988 1993 

Ken du 105,908 160,699 193,618 

Oyugis 106,995 162,328 195.605 

Central 178,438 270,718 326,215 

Ndhiwa 95,767 145,293 175,078 

Higori 85,354 129,495 156,041 

Kehancha 85.082 129,083 155,545 

Hacalder 75,369 114,347 137,788 

Hbita 84,688 128,485 154.824 

TOTAL 817,601 1,240,428 1,494,714 

The population growth rate in the district is high 

and is estimated at 3.8% p.a. Host of th• people live 

in the rural areas and only about 2.5% live ln urban 

centres namely Homa-bay Higori, Kendu-bay, 

Oyugis, Rongo and other smali market centres • 

4. 1. 5 The principal means of income saneration in the 

district are farming, I ivestock, fishing, wage 

employment and the information production and service 
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sector. It is estimated that 76.6S of the labour force 

in wage employment in the district is employed in 

community~ 

education, 

social 

health 

and 

ate. 

personal services such as 

The manufacturing sector 

employs only 4S while the agricultural 

second most important employer with es. 

4.1.6 In terms of availability of 

sector the 

industrial 

infrastructure such as electricity, roads, water and 

other support institutions, the district is wall 

served. The district has a total of over 2,000 km of 

road network most of which are all weather roads • 

Electricity is supplied to 

national arid system <NGS>. 

the 

The 

district from the 

power lines network 

coincides with the road network and therefore all 

centres that are connect.ad by road are served by 

electricity. The other intrastructure •upport services 

that are available in the district are banks and 

financial institutions, educational institutions, 

hospitals and cooperative societies. 

4.1.7 Givan the 1anaral overview of th• location of 

the project, it can therefore be said that the location 

has been chosen becausa:-

The easy availability of fish since Homabay town 

is located on the shores of L. Victoria, the 

second largest lake in the world that produces over 
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90" of the fish landed in Kenya. 

The town has a good communication network that 

connects it with most parts of the country. 

The district has a high population that will 

provide cheap 

The town is 

labour to the plant 

served with most of the support 

services e.g. banks required for the promotion of 

industrial projects. 

4. 2 THE SITE 

4.2.1 The 

land with an 

factory 

area of 

is to be I ocated on a parcel 

7 acres of which 3 acres will 

set aside solely for t..1e project. 

of 

ba 

4.2.2 The plot, is served with electricity, water, 

sewer and an access road. The plot is therefore on an 

ideal site !or the location of the project. 

5.0 PROCESSING TECHNOLOGIES AND ENGINEERING 

5.1 GENERAL 

5.1.1 The fish processing technology is a quite old 

technology. In Northern Europe and Northern America 

surplus fish catch ha• a 1 ways bean used to produce 

fishmeal and fish oil since the early 1800'•· 

5. 1. 2 Th• early fish processing indu•try was mainly 

geared towards the production of fish oil tor the 
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leather and soap industries. with the solid rasidu•s 

being used as a high nitrogen and pho•phorus fertilizer 

and only a small proportion at the fish was canned or 

frozen tor future use. More recently however. dua to 

increase in population. and hence consumption. ot fish 

even in areas where fish ra•ources ara not available. 

the filleting ot fish tor elthar canning or freezing 

aainad popularity. 

5.1.3 Tha currant utilization of ti•h tharatora ls 

mainly for proceasin1 of f iahmaal for animal teed. fish 

oil tor tha pharmaceutical industry and fish 

canning/filleting for human con•umptton. 

5.2 FISH FILLETING TECHNOLOGIES 

5.2.1 Fish tillatin1 ls still in many countries done 

manually. Tha process at filleting fish involves the 

following procaduras:-

a> Receiving ot the fish 

b> 

C) 

d) 

•> 

Claanin1 of the tish 

Removing at the tish •kin 

Cutting at ~ha fish steak to fillet• 

Packagtn1 tha fillets and than putting thom into a 

freezer. 

5.2.2 As alr•ady noted, the ti•h tilletin1 1• 

~asically dona by normal labour. The most crucial 
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thing that must be observed during fish filleting ts 

the maintenance of very high hygienic standards. Fish 

is a very delicate product and can easily be 

contaminated by bacteria. Another important thing that 

should be observed during fish filleting is the 

temperature and humidity levels at which the fish is 

handled at high temperature and humidity. It ls 

therefore important that the filleting plant should 

have reasonably low temperatures. 

5.3 FISHMEAL PROCESSING 

Broadly speaking, the whole process of fish mealing 

may be classified into 3 major unit processes na"ely; 

1. 

2. 

3. 

Preliminary Treatment:- cutting and crushing 

Cooking:- Cooking and compression 

Drying:- disintegration, drying, cooling, 

crushing and finally packaging 

5.3.1 Preliminary treatment 

This process involves two stagas:-

a> Cutting: the raw material is cut into approximately 

sized pieces with cutter equipped with revolving 

knives. If smal I fish I ika 'omena' is used, 

cutting is not necessary • 

b> Crushing:- the cut pieces are crushed on a toothed 

roll crusher so as to provide easy cooking. 
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5.3.2 Cooking 

Cooking also involves two stages. These are:-

a> Cooking: the raw material that is crushed is cooked 

with steam in cylindrical or conduit type cooker. 

The cooking is completed while it ls moving in the 

cooker on a conveyor and the cooked ma tar la 1 1 s 

discharged from the other and. 

b> Compression: the cooked raw material is compressed 

using a screupress. 011 and water are separated 

turning out pressed cake containing about 50~ 

moisture. The separated oil and water ls collected 

and it will be processed further tor the production 

of oil as discussed later. 

5.3.3 Drying 

Drying process involves 5 stages:-

a} Disintegration: the pressed cake ls disintegrated 

in order to provide easy drying 

b> Drying: the disintegrated cake l• dried in a long 

c> 

rotary drier. A number of scoopinl blades through 

which steam passes are installed in the interior of 

the drier. As the cake moves, it l • scooped up 

while keeping contact with the heating 

surfaces of the scoopin1 blade• until it fall• into 

a section through which hot air pass••· 

Cooking: th• cake coming out. of th• drier ha• 

temperatures of 60 to BO•c and therefore it is 
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passed through a coo 1 i ng conveyor to reduce the 

temperatures 

Crushing: Once cooled, the meal is put into a 

crusher so as to crush it into suitable size. 

e> Final cooking: the meal still has some heat left in 

it. If left as it is, its quality may decline and 

in some cases combustion may occur. Hence the 

final cooling is done. 

is ready for packaging. 

5.3.4 Packaging 

Once cooled, the fish meal 

Fishmeal is normally packaged in 50Kg or 20Kgs bags 

ready for the market. During the packaging however, it 

is important that the :ishmeal dust is arrested. This 

is done by the installation of a cyclone type dust 

co 1 l ector. The dust co I l actor col l acts the dust of 

meal mixed in air exhausted from the dryer. After the 

collection of the dust, the exhaust is discharged into 

air. 

5.4 FISH OIL PROCESSING 

5. 4. 1 The processing of fish oil is a continued 

process derived from the fishmeal proca•sing. Once 

the fish oil and water is separated from the fish cake, 

which has been screw pressed durin1 the cooking •tag• 

of fi•hmaal processing, it is collected into drum• 

<tanks> ready for use in the fish oil refining plant. 
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5.4.2 The collected oil and water first is separated. 

The separation of the oil from water is done by using 

the different densities method. Once separated from 

the water the oil is taken to the oil refinery and the 

water is discharged to the sewer. 

5.4.3 

it is 

The oil is than put into the oil refinery where 

filtered. bleached and deodorised before it is 

ready for packaging. 

5.5 FISH SKIN TANNING PROCE~~ 

5. 5. 1 A 1 though the process techno 1 ogy used in the 

production of leather from fish skin is different from 

that of mammalian skins, due to insitological 

differences, the chemical brands and steps involved are 

the same. The 

based on chrome 

processing of Nile Perch fish skin, 

can be categorised into the following 

stages: 

dyeing, 

5.5.2 

Pre-taning Cblamhouse> tanning, re-tanning, 

fatliquoring, drying and finishing. 

Pre-tanning 

The pre-tanning proc••• involves w&•hing, fleshing, 

1 !ming and baking. These oparation• are aimed at 

removing excess dirt, fish flesh, scalas and non-

collagenous proteins. 

a> Washing:- removal of dirt from the •kin 

b) Fleshing:- removal of exca•a that remain in the 
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fish skin after filleting 

c> Liming:- this is tor de-scaling and destruction 

ot the epidermal layer plus the glDbular 

proteins. Normally lime and sodium sulphide is 

used. 

d) Deliming:- limed skins have a pH of 12 and this has 

e> 

f) 

to be lowered tor subseauent tanning. Ammonium 

salts and sogium bisulphate are used to delime the 

skin and consequently reduce the pH level. 

Baking:- this helps in the removal of non-

collaganous proteins 

Pickling:- this is the treatment of the skin with 

salt and acid to lower tha pH to 2-3. The levels 

acceptable tor chrome tanning. 

5.5.3 Tanning 

In chrome tanning, the reacticn between the 

chromiu::. sulphate and the skin collagen gives a stable 

leather which is resistant to bacteria and has 

better physical properties as compared to other 

tannages. Chrome tanning is on4 bP+ch process, where 

the akins are at pH 3.0 when th~'• .1 i~,~ .• '-!m sulphate salt 

is introduced aft.er leaving the skins overnight. in the 

pickled state. The skins are run tor about 2 hrs 

before basitication, then run tor another 4 hr• to 

complete the tanning. 
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5.5.4 Dyeing 

Once the skin is tanned, it ls ready for dyeing. 

The dye application is dona in the drum in the liquor 

to crust leather ration of 2:1 based on stock weight. 

In dyeing. the leather ls washed of excess salts, that 

may precipitate the dye out. 

5.5.5 Fatliguoring 

The pre-tanning proces• of liming and bating 

removes most of the natural oils and fats from the skin 

and the 1 eather. The rasu 1 tant I eather has to be 

fatliquored to stop the fibres from drying· into hard 

mass. Lubrication fatl iquoring gives the leather its 

good physical properties in terms of break. stretch, 

tensile strength and stlch tear. 

5.5.6 Drying 

The leather is dried after dyeing and fatliquoring 

so as to remove bulk water and microspore 

water. Drying also adds in the permanent fixation of 

the chemicals within ta1e leather. 

5.5.7 Finishing 

In the finishing of th• fish leather, t.he finish 

should not be heavily pismented so•• to obscure the 

natural pattern that is on th• srain of the fish 

leather. The finish must be able to provide a strong 
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transparent film ab I e to stand up to a reasonable 

amount of both wet and dry abrasion. Once the finish 

is done on the leather, the leather pieces are then 

packaged ready tor the market. 

5.6 POLLUTION ANO EFFLUENT TREATMENT 

5.6.1 The discharge from the fish processing plant 

into the environment can cause a lot of pollution if 

not properly managed. The pollution of the environment 

as a result of the fish processing plant can be in two 

ways:-

from the vapour and dust primarily during the 

crushing and packaging stages. 

From 1 iquid aft luent resulting from the washing 

down of the plant and the chemical discharge from 

the tanning process. 

5.6.2 It is therefore important that pollution 

management control measures be taken. For this 

project, the water pollution may be reduced by the use 

ot screens and settlin1 tanks and by the adjustment of 

the pH in the affluent to flocculate the protein 

solids. Also, it is important that a complete tannery 

effluent ~reatment plant is installed to heat the toxic 

materials discharged by the tannery. <Annex I l >. 
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6.0 ORGANIZATIONAL STRUCTURE AND HUMAN RESOURCE 

REQUIREMENT 

6.1 THE MANAGEMENT ORGANIZATION 

6. 1. 1 The organization of the factory would 

comprise of a 

chairman and a 

Board of Management that is headed by a 

managing director who shall be the 

chief executive and directly incharge of the day-to-

day operations of the plant. 

6. 1. 2 The factory shall be organised 

departments namely: 

Production department 

Finance Department 

A simple organizational 

plant is given below:-

chart of 

Board of Management 

Managing Director 

in two main 

the proposed 

Production Finance 

6.1.3 As 

shall be 

running of 

the Board 

a I ready stated. the 

the overal I in-charge 

the plant and h• shall 

of Management. 

Hana1ing Director 

of th• day-to-day 

be answerable to 

sha I I be two 

departmental he~d~, one in 

Below him, 

charge of production and 
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6.1.4 The head of the Production department shal I be 

an engineer. He shall be responsible for the 

management and coordination of all the production 

activities e.g. 

quality control, 

preparation of production targets, 

machinery maintenance and general 

supervision of production. 

Under the production manager there shall be 2 food 

technologist and a leather technologist. Each of the 

food technologist will be responsible for two lines of 

the fish processing plant. The first shall be incharge 

of the fish oil and fish meal plant and the other will 

be incharge of the fish fillet and fish bladder 

processing lines. The leather technologists shall be 

responsible for the fish skin leather processing unit. 

6.1.5 The finance and Administration department shall 

be responsible for all the financial, personnel, 

marketing/sales, supplies/stores and other related 

activities of the factory. This department 

shal I be headed by an Administrator with a strong 

background in Accounting and Business Administration. 

Below the head of this department, there shall be 

several skilled people heading the finance, stores, 

personnel and marketing units of the department • 

6.1.6 For the smooth running of the project, about 39 

people ahal I be employed as detai lBd in the section 
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6.2 LABOUR AND LABOUR COSTS 

6.2.1 The factory would operate a single shift of 8 

hours a day for at least 250 days in a year. For the 

plant to operate successfully, at least 39 wi 11 be 

required. 

6.2.2 Office of the Managing Director 

The following staff will be working in the office 

of the Managing Director:-

Staff Salary CP.H> <KSHS> 

Managing Director 20,000.00 

1 Secretary/Typist 8,000.00 

1 Driver 4,000.00 

1 Messenger 3,000.00 

Total 35,000.00 

6.2.3 Production Department 

The production department shall require 20 people 

as indicated below:-

Staff 

Production Engineer/Manager 

2 Food technologist 0 15,000 

1 Leather Technologist 0 15,000 

6 Machine Operators 0 8,000 

3 Mechanics/Electricians 0 7500 

1 Copy Typist 

6 Unskilled workers 0 2,500 

Sa la ry < p. m > <Ks h > 

18,000.00 

30,000.00 

15,000.00 

48,000.00 

22,500.00 

5,000.00 

15,000.00 

500.00 
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Staff 

6.2.4 

Salary< p. m> <Ksh> 

Finance and Administration 

Finance/Administration Manager 

Accountant 

Supplies Officer 

Marketing/Sales Officer 

Personnel Officer 

2 Secretaries/Typist G 6000 

2 Messengers G 3000 

3 Cashiers/Clerks G 3,000 

3 Unskilled labourers G 2500 

TOTAL 

18,000.00 

15,000.00 

10,000.00 

10,000.00 

10,000.00 

12,000.00 

6,000.00 

9,000.00 

7,500.00 

97,500.00 

6.2.5 The total labour force and labour cost can be 

summarised as f 0 l lows: -

Summary of Staff No 

Off ice of HD 4 

Production Dept 20 

Finance/Admin Dept 15 

TOTAL 39 

The total 

million. 

labour 

Salaries 

35,000.00 

153,500.00 

97,500.00 

286,000.00 

cost per year 

7.0 INVESTMENT REQUIREMENTS AND COSTS 

7.1 LAND AND DEVELOPMENT 

p.m 

is Kshs:3.34 

7. 1. 1 The project requires 3 acres of land. the 

piece of land has already bean acquired at a cost of 
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to be developed, that 

levelled, fenced etc at a cost of Kshs:30,000.00 

is 

The total investment cost for the acquisition of the 

project site is therefore estimated at Kshs:300,000.00 

7.2 BUILDING AND CIVIL WORKS 

7.2.1 The factory building would accommodate the 

fol lowing:-

Plant and machinery 

offices 

stores 

workshops 

A 1 1 the factory building wt 1 1 be constructed of 

reinforced 

structure. 

concrete frames supporting 

The walls will be built 

a steel roof 

of stone/or 

concrete blocks and the roof calvanised iron sheets. 

7.2.2 The total araa of the building will be about 

1500 sq m. and the total construction costs of the 

building including civil work• such as access road, 

sewer system, electrical installation etc is estimated 

to be Kshs:12 million. 

7.3 PLANT, MACHINERY AND EQUIPMENT 

7.3.1 The plant and machinery required for the 

project wi 11 have to be imported from Alfa Laval of 

Sweden or any other company that specialises in the 
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manufacture of fish processing plants. The plant and 

machinery required w~uld consist of the following:-

7.3.2 FISH FILLETING PLANT 

This would basically comprise of cold storage 

facilities, deep freezer/chi 1 lers, large water troughs 

for cleaning the fish, filleting equipment i.e. knives, 

matchets etc and other accessories. The total cost of 

this is estimated to be Kshs. 5 million or USS 71,500 

most of which would be spent on the purchase and 

installation of the cold storage facilities. 

7.3.3 Fishmeal Plant 

Item 

a> Pre treatment section 

Drug conveyor 

Tooled roll crusher 

b> Cooking Section 

No 

1 

1 

Bucket elevator for raw material 1 

c> 

Cooker 

Screw pres11 

Screw conveyor 

Drying Section 

Oisintegrator/Grinder 

Bucket elevator 

Rotary Orum dryer 

Air heater 

1 

1 

1 

1 

1 

1 
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Blower and Exhaust Pipe 

Dust Collector <cyclone> 

Crusher for finished product 

Magnet separator 

Boil er 

1 

1 

1 

1 

1 

The FOB pr ice of a 10 ton/day capacity of the 

machinery and equipment listed above is estimated to be 

Kshs:14 million which is approximately US$200,000 

7.3.4 Fish Skin Tannery Plant 

Item 

Scaling and Liming drums 

Fleshing machine 

Sammying machine 

Dyeing drums 

Salting machine11 

Room drier 

Vacuum drier 

Hilling drier 

Butting machine 

Glazing machine• 

Hand Spray cabins 

Balances 

Air Compr•••ors 

Steam Boiler 

Other auxil lary equipment 

No 

4 

1 

1 

2 

2 

1 

1 

1 

1 

2 

2 

2 

2 

1 

Several 
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The estimated FOB price of the above machinery with 

a capacity process 5000 pieces of skins/day is 

estimated at Kshs:25 million or approximately USS 

350,000. 

7.3.5 Fish Oil Plant 

A complete fish oil refining machinery and 

equipment wii l be acquired. The details of the various 

plant components would be obtained from the supplier. 

It is estimated that this would cost about Kshs: 1.4 

million or USS 20,000 

• 7.3.6 Motor Vehicles 

Initially, the project will require the following 

vehicles:-

1 refrigerated lorry 0 6 million - 6,000,000 

1 mini lorry/pick-up 0 3 million - 3,000,000 

1 sales van 1,200,000 

1 saloon car 1,300,000 

7.3.7 Electricity Generator 

In order to ensure continuous supply of power 

especially for the cost rooms/ fish store, for times 

whon there is no power from the national supply grid, 

• it is important to have a standby generator. The 

standby generator will be a capacity to generate 150 

KVA and it is estimated to cost Kshs:750,000 
;I ooo 

I 
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7.3.8 Furniture, fixtures and Office Eguipment 

The project wi 11 require adequate furniture and 

office equipments such as desks, chairs, typewriters, 

calculators, filing cabinets ate. The total cost of 

these equipment and furniture is estimated at 

Kshs:S00,000. A fax and computer will have to be added 

later estimated at another Kshs:300,000.00 

7.4 WORKING CAPITAL 

7.11..1 The project would require an average working 

capital of about Kshs:9.8 million most of which would 

be for purchasing of raw materials, spare parts • 

7.5 PRE-OPERATIONAL EXPENSES 

7.5.1 These are expenses that would or are envisaged 

to be incurred for the project even before the •~art of 

the production activity. 

1 > Feasibility study 

This includas:-

40,000.00 

2> 

3> 

4) 

Licences 8' Legal fees 

Commissioning trials 

Others 

Total 

7.6 SUMMARY OF INVESTMENT COST 

Land Development 

Building and civil works 

100,000.00 

200,000.00 

160,000.00 

700,000.00 

Kshs. 000 

300 

10,000 



• 39 

Plant, Machinery and Equipment 59,500 

Motor Vehicles 11,500 

Generator <Power> 750 

Furniture and Fixture 900 

Working Capital 9,800 

Pre-operational Expenses 700 

Contingencies <2.5") 220 

Total Investment Cost 93-670 

8.0 FINANCIAL AND ECONOMIC EVALUATIONS 
I ~17 )DO 
I I 

8.1 FINANCiNG 

0.1.1 The total cost of the projec • Kshs:17,132,786. The required finance is to be raised 

as follows:-

Source of Finance Amount <Kshs '000> 

Loan <60"> 50582 

Equity 40" 38898 

Total 

8.1.2 The long term loan is to be sought mainly from 

the local commercial and development banks. Soma 

financial assistance is also to be sought from for~ign 

and international donor agencies. Interest on the loan 

has been computed at the prevailing interest rate of 

• about 30" par annum. The loan would repaid within a 

period of eight years. 
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8.1.3 With the above plan. the project displays the 

following debt-equity ratios over the years:-

1995 1996 1997 1998 1999 2000 2001 2002 2003 

1.14 0.98 0.81 0.65 0.49 0.33 0.16 00 0.00 

The ratio as can be seen from above gives an acceptable 

leverage to equity capital. The financiers should also 

find the patterns favourable to them as th• ratio falls 

drastically from 1.14 in 

1995 to 0.16 in 2001. The financier• should. therefore 

give the project a priority since it. is also aimed at 

rural ~ndustrialization and in line with the district 

focus strategy for development.. 

8. 2 LIQUIDITY 

8.2.1 Liquidity of a project i• ot prim• significance 

in project analysis. Two measure• of liquidity are 

discussed below. Th••• are th• current and quick 

ratios. 

8.~ ~ Th• current ratio i• a mea•ure of th• project'• 

capability to meat its •hart term financial 

obligations. It 1• defined a•:-

Current ratio • Current. A••et• 

Current Liabilities 
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The project. displays t.ha fol lowing trend of current. 

ratios:-

1995 1996 1997 1998 1999 2000 2001 2002 2003 

3.91 3.71 3.37 3.24 3.00 2.89 2.72 2.11 2.49 

However. the currant. rat.to tends ~o mislead in as far 

as the liquidity situation f the firm is concerned. In 

fact.. it includes at.her assets that cannot. be disposed 

of soon enough. So. to guard against this, the quick 

ratio is computed ln addition to the current ratio. 

8.2.3 The quick ratio whioh eliminates inventory and 

prepaid expanses from currant assets is defined as 

to I I ows: -

Quick ratio • Cash plu• market.ad securities 

plus discounted receivables 

Current liabiliti•• 

The project displays the tollowin1 scenario of quick 

ratios:-

1995 

2.48 

1996 

2.27 

1997 

1.94 

1998 

1.80 

1999 

1.57 

2000 2001 2002 2003 

1. 45 1.28 1.18 1.05 

8.2.4 Debt service covara1e ratio is another crucial 

element in financial analy•i•· Debt-•ervice covera1e 

i• defined a• the ratio ot cash 1eneration to debt 

service <interest plus repayment of principal>. 
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The debt-service coverage ratios ror the project are as 

shown below:-

1995 1996 1997 1998 1999 2000 2001 2002 2003 

1.03 1.12 1.60 1.86 2.58 3.09 4.32 5.45 0.0 

The above ratios are quite satisfactory. The ratio 

varies between 1.03 in 1995 to 5.45 in 2002. This ls 

good indication that the project would be able to 

service its debt. 

8.3 PROFITABILITY 

8.3.1 The project•• net profit attar tax rises tram 

Kshs:12.657100 in 1995 to K•hs.49.285.500 in 2003. 

Between 1995 and 2003 the project is expected to 

generate about Kshs.227.8 ail lion as net profit attar 

tax. 

8.3.2 The 1ross and net profit ••rains for the 

project as follows:-

Gross Profit mar1in "u :-
1995 1996 1997 1998 1999 2000 2001 2002 2003 

12.66 16.33 20.37 21.73 24.29 25.48 27.29 28.25 29.57 

Nat profit mar1in (ti):-

1995 1tl96 1997 1998 1999 2000 2001 2002 2003 

8.23 10.61 13.24 14. 12 15.79 16.5'3 17.74 18.36 19.22 
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Profitability is the net result of a large number of 

policies and decisions. All other ratios examined or 

to be examined reveal some interesting aspects about 

the way the project is operating. but protitabi 1 ity 

ratios give final answers about how effectively the 

project is being managed. For example. a net protit 

margin below SS is not satisfactory. A low net prof it 

margin indicates that either the project's sales prices 

are relatively low or that its costs ara relatively 

high or both. 

8.3.3 The second sat of profitability ratios are the 

rate of return on total assets and the return on net 

worth ratios. 

defined as:-

The return on to ta i assets ratio is 

8.4 FINANCIAL EVALUATIONS 

8.4.1 Payment Period 

The payback period for this project is three and a half 

years, as •h~wn below:-

Year "Profits" Balance 

1995 19472.5 67244.2 

1996 25124.1 45089.8 

1997 3654.6 16604.8 

1998 39009.8 48995.8 

Profit• a• above is defined a• net profit after tax 
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8.4.2 Net Present Value <NPV> 

A project is acceptable if it has a net present 

value which is positive. For this project, at a 

discount rate of 20S per annum, the NPV is Kshs.88491.9 

<see annex 9>, and this being positive, the project is 

financially viable. 

8.4.3 Internal Rate of Return CIRR> 

IRR is the discount rate at which the present 

vnlue of cash inflow is equal to the present value of 

cash outflows or the rate at which the present value of 

receipts from the project is equal to the present value 

of the investment and the NPV = 0. 

IRR generally represents the exact profitability of the 

project and is represented by the following formula:-

i .. 

Where, 

i .. 

p ... 

N .., 

• 

= 

i • + p • ( i 2 i I ) 

p • + N .., 

IRR 

NPV at the low discount rat• of 1, 

NPV at the high discount rate of 12 

For our project, 

IRR = 

Since the IRR exc~•d• the present market rate at 

interest of 20 - 22S, it can be safely c~ncluded that 

sound. 
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8.5 BREAK-EVEN ANALYSIS 

8.5.1 The break-even for a project is defined as:-

B.E.P 

where. 

f = 

v = 

r = 

= f 

fixed costs 

variable costs 

sales revenue 

8.5.2 Break-even analysis is basically an analytical 

technique for studying the relations among fixed costs • 

variable costs ~ ~d prof it. If a firm•s costs were all 

variable. the problem of break-even volume would never 

arise. but by having both costs. the project must 

suffer 

formal 

loses upto a given volume. The 

profit-planning approach based 

relations between costs and revenues. 

analysis is a 

on es tab I is had 

It is a device 

for determining the point at which •ales wi 11 just 

cover total costs. If the firm is to avoid losses. its 

sales must cover all costs - tho•• that vary directly 

with production and those that do not chan1a as 

production levels change . 

8.5.3 At 80~ capacity, the fixed co•t• are:-

Item 

1.-abour 

l<•hss'OOO 

3432.00 
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Repair and Haintenance 

Interest 

270.00 

800.00 

5690.00 

3127.80 

13049.8 

Depreciation 

Amortisation 

8.5.4 The associated variable costs are:-

Item 

Raw Hatarials 

Ele-.::tricity 

Fuel 

Other Costs 

Kshs: • 000 

150277.50 

2250.00 

1620.00 

5000.00 

159147.50 

8.5.5 The Break-even Point <B.E.P> is, therefor ... 

given as follows:-

B.E.P • 130498 

230805.0 159147.5 

• 

13049.8 

71657.50 

1e" 

The project. therefore, 

least 18" of its capacity 

generate any profits. 

has to produce and sell at 

in order to be able to 
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8.5.6 The observed rather low break-even point means 

that there is a large difference between the unit sales 

price and variable operating costs. This in turn 

implies that the fixed costs are absorbed much faster 

by the difference between unit sales price and variable 

unit costs. The observed break-even point is, 

therefore, quite favourable tor the project since it 

means that the firm is not vulnerable to changes in the 

level of production <sales> 

utilization of the fish. 

This is due to the full 

8.6 ECONOMIC EVALUATION 

8.6.1 Value Added 

Value added is a •easure of the additional wealth 

generated in an economy by factors of production over 

a fixed period of time, usually one year. In this 

project, the 1ross and net value added are 

Kshs:45,485,000.00 and Kshs.360,467.50 respectively in 

1995. 

Employmant 8.6.2 

About 40 person• would directly esnployed 

project • 

8.6.3 

To 

Foreign Exchange Savings 

the extent that th• project is 

by the 

isnport-

substitution, it wil 1 save the government a substantial 
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Other Indirect Benefits 

The project will buy her auxiliary materials from 

other existing industries in the country e.g. 

Premium Drums Ltd. 

to the economy. 

This will be a good stimulant 

The project will facilitate a more economic use of 

the Nile Perch and other fish; 

The project will indirectly employ the fishermen as 

and when the project trawler cannot provide enough 

fish; 

The local personnel will be equipped with some very 

useful skills; 

The project will ensure continuity in the supply ot 

the final products; 

There wi 1 1 be severa 1 other usafu 1 forward and 

backward 

example, 

linkage affects. 

encourage the 

The project 

setting up of 

could for 

a local 

industry to process soap usin1 the Nile Parch Oil. 

KIRDI has so far produced some good soap from the 

Nile Perch oil. 

8. 7 CONCLUSION 

8.7.1 After a long and careful analysis, it must be 

concluded that thia project has all the necessary 

evidences to corroborate its acceptability. Not only 

does the project pas• all the necessary financial 

tests, it also pas••• the major socio-economic te•ts. 
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8.7.2 

should 

It is. therefore. 

be implemented 

schedule • 

49 

recommended that the project 

as per the implementation 
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p;.10{}-USA 
AGREEMENT 

WHEREAS it is the desire of MCDAFFIE DESIGN.INC ..• a United States. company organized unde-: the 
laws of Georgia and HEMA QUALITY FURNllURE. LTD .• a compa.'ly organized under the laws of 
Kenya. to enter into a joint venture to manufacture. process, purchase. import. export. warehouse. market. 
whether by wholesale or retail various categories of furniture and furniture products for the African and 
International Market. 

NOW IBEREFORE in CONSIDERATION of the mutual covenants herein the parties AGREE as follows: 

I . l11e parties shall form a company with Articles of Association and Memorandum filed in Kenya 
with five (5) Board Members and such terms as are agreeable and ratified within 60 days. Unless mutually 
agreed. upon to the contrary HEMA QUALITY FURNITIJRE. LTD. shall have the right to elect three 
directors and McDAFFIE DESIGN INC. shall have the right to elect two directors. 

2. Unless mutually agreed upon otherwise. the parties hereby agree ~o commence the prc-
organizational activit!es and business procedures outlined and consistent with the Business Plan attached as 
Exhibit "A". Stage One of said Business Plan shall be activated upon a deposit of funds pursuant to an 
Escrow agreement executed by the parties. 

J. After complying with the contractuaI elements of Stage One as further outlined in the attached 
Exhibit "A I" the parties further agree to expend the sum of $840.000, USAD as initial Capital 
Conuibution with the following equity assignment: SI% HEMA QUALITY FURNITIJRE. LTD and 4CJO/o 
MCDAFFIE DESIGN, INC. The parties further agree to expend or deposit into a bank account the sum of 
$428.400 by HEMA QUALITY FURNITIJRE, LTD and $411,600 by MCDAFFIE DESIGN, INC. within 
60 days hereof. The parties agree that future equity may be negotiated up to a mutually acceptable 
percentage with cash or capital requirements payable on a prorata basis. 

J. 3.1. It is understood that each party shall deposit into a designated bank the sums indicated in this 
Paragraph S within 60 days of signing this agreement. · 

4. With respect to Stage One. HEMA QUALITY FURNITURE, LTD agrees to manufacture. 
contract or otherwise process furniture and furniture products with the following assumptions, tenns and 
conditions consistent with the Business Plan: In Exhibit A I. I 

S. MCDAFFIE agrees to market said described in Paragraph 4 and provide HEMA QUAUTY 
FURNITIJRE. LTD with at least JO days notice, or as agreed upon, to the benefit of the parties collectively. 
MCDAFFIE shall also provide: 

a) Technical expertise to install new machinery. 
b) Technical expertise to train persoMel on new machinery 
c) Provide expertise to identify new markets both within Africa and 

Internationally. 
d) Expertise necessary to train personnel in management skills needed 

to export Internationally as well as to identify and maximize the 
opportunities available within Africa 

6. Any rleclared profits from the sale of furniture or furniture products shall be governed by the equity 
ratios stated in paragraph 3, or as agreed upon by the parties . 

7. Dividends shall be payable quarterly unless two~thirds of the directors vote to do otherwi~e. 

ATC-USA•.-, C<.nr:r,,;r<n P,1.-~·11ilV 511111' 2800 • AtL=mtil Gr.orrra 30328 USA• Tel 404-512-402·\ •FAX ·IO-l·'i12-.lO'lf, 

ATC-SEMBULE • :> n : ,, • q '12 • -<;imc,a1.1 _;r;ani:i • '"' ?Sfi .~ 1 ;:5-;-J'JA 'l 251;-J 1.27r,• lfi.7 • O:AX 2:;1;.,: I 2;-·~,q • -.·•r>t •· 1 ~:-: SE'.,8'-.'-!'.: 
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8. HEMA QUALITY FURNITIJRE. LTD agrees to provide a building with total floor area of a9prox . 
800sq. ft. suitable for the setting up a furniture manufacturing plant on 4 acres of land. 

9. MCDAFFIE DESIGN agrees to secure quotes to purchase the machinery itemized on the anached 
exhibit "C" below and to provide technological training to operate said machinery. 

10.. The panics agrees to the following monthly capital and resource requirements for furniture 
processing based upon the assumptions. tenns and conditions consistent with the Business Plan: In Exhibit 

Al.2. 

11. The parties agree that the following Capital Investment of USD 253.900 will be needed to cover the 
following expenditures. 

a) Machines. Spares and installation $190.425 
(tax included) 

b) Transportation & communication equipment $42.606 

c) Recruitment and Training of staff s 15.000 

12. It is funher agreed that Working Capital investment of USO 6.000 shall be needed to cover the 
first three months of operation as outlined in the Business Plan. 

13. The parties funher agree to expend the sum of USO 93,900 as outlined in the attached Exhibit Al 
designated as Direct Start Up Costs. It is understood and agreed by the parties that all bills of purchase and 
invoice; shall be supplied to each other for all expenditures involved. It is contemplated that the parties 
shall expand the following sums with expenditures to control and any balances due towards said sum 
payable by deposit in the bank account of Hema Quality Furniture on or before 60 days. It is understood that 
the parties shall deposit •vithin 21 days of signing this agreement the sum of USO 200.000 in the bank 
account of Hema Quality :"nmiture. 

102,000 Kenya USO 
98,000 USA USD 

Total 200,000 USD 

14. The parties funher agree as follows: 

a) This agreement may be modified or amended by mutual consent ot lll 

panics. 

b) This agreement shall stand approved within 21 days of signing the same unless written 
notice of rejectil'n is provided to all parties by OHL. Federal Express Return Receipt to evidence 
delivery to the parties at the following addresses: 

Elkana Mose 
P.O. Box 58916 
Nairobi, Kenya 

Ray Wright 
P.O. Box 1246 
Atlanta. GA 30031 USA 
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8. HEl\1A QUALITY FURNITURE.LID agrees to provide a building with total floor area of approx . 
800sq. ft. suitable for the setting up a furniture manufacturing plant on 4 acres of land. 

9. MCDAFFIE DESIGN agrees to secure quotes to purchase the machinery itemized on the attached 
exhibit "C" below and to provide technological training to operate said machinery. 

to.. The parties agrees to the following monthly capital and resource r:quirements for furniture 
processing based upon the .issumptions. terms and conditions ..:omistent with the Business Plan: In Exhibit 
Al.2. 

11. The parties agree that the fol:.iwing Capital lnvesnnent ofUSD 253.900 will be needed to cover the 
following expenditures: 
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b) 

c) 

Machines. Spares an.J installation 
(tax in.:luded) 

Transpul.~;ion & communication equipment 

Recruinnent and Training of staff 
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$42.606 

$ 15.000 

12. It is further agreed that Working Capital invesnnent of USO 6.000 shall be needed to cover the 
first three months of operation as outlineo in the Business Plan. 

13. The parties further agree to expend the sum of USO 93,900 as outlined in the anached Exhibit A2 
designated as Direct Start Up Costs. It is understood and agreed by the parties that all bills of purchase and 
invoices shall be supplied to each other for all expenditures involved. It is contemplated that the parties 
shall expand the following sums with expenditures to control and any balances due towards said sum 
payable by deposit in the bank account of Hema Quality Furniture on or before 60 days. It is understood that 
the parties shall deposit within 21 days of signing this agreement the sum ofUSD 200.000 in the bank 
account of Hema Quality Furniture. 

I 02,000 Kenya USD 
98.000 USA USO 

Total 200,000 USO 

14. The parties further agree as follows: 

a) This agreement may be modified or amended by mutual consent of all 
parties. 

b) This agreement shall stand approved within 21 days of !>igning the same unless written 
notice of rejection is provided to all parties by OHL. Federal Express Return Receipt to evidence 
delivery to the parties at the following addresses: 

Elkana Mose 
P.O. Box 58916 
Nairobi. Kenya 

Ray Wright 
P.O. Box 1246 
Atlanta. GA 30031 USA 
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15. Any dispute under this agreement shall be resolved by ARBITRATION through the International 
Center for the settlement of Investment Disputes. U.S. Arbitration. as the party aggrieved shall file . 

In consideration of the mutual covenants herein. the panics do agree to the said tenns and conditions this 
18th day of December. 1993. 

SIGNED 

Nairobi. Kenya Atlanta. Georgia U.S.A 
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NATIONAL 
BANK OF KENYA 
LIMITED 

HILL BRANCH P.O. BOX 41211 NAIROBI KENYA 
Telephone: 72015112, 722211T91u:22117 TeleQrmptllc Addres ·N&KHIL Kr 

28th December, 1993 

Our ref: AKJl./CA/26/692 

M/S ATC/USA 
5 Concourse Parkway, 
Soute 2800 
Atlanta Georgia, 
30328 U.8.A. A--rT· 

~P.'1' 

Dear Sirs, 

nrt n- ~1 c. f.l.J l-E 

't- 0 1.f- Sl2 ~o9G 

RE: KISII BEllA QYAL-ITY FURNITURE LTD. 

At the request of the above named, we wish to advise that the 
company is a private incorporated company, in Kenya on 
13th November, 1990. 

The princinaqdirector is Bon. Dr. Hezron llanduku. The directors 
are people of integrity and well versed in their line of business. 

The company specialises in the manufacture and sale of quality 
furniture, and tor the ti~e they have banked with us, have 
demonstrated 1ood financial management. We therefore. do not 
hestitate to reco111nend them to you. 

Yours faithfully, 
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INDUSTRIAL PARTIIERS PROGRAM FOR AFRICA [IPPA) 
WITIIIN TI1E 

FRAMEWORK OF 1llE 
INDUSTRIAL DEVELOPMENT DECADE FOR AFRICA [IDDA) 

lNDUSTRIAL lNVESTMENT PROJECT PROFILE 

UNITED NATIONS INDUSTRIAL DEVELOPMENT uRGANIZA TIONS 
[UNIOO] 

& 
ATC-USA, CO. 

A PARTNERSHIP FOR AFRICAN INDUSTRIAL DEVELOPMENT 
DECEMBER. 1993 

ATC-USA • 'i Cnnr.'lur:.r P;irkw;iv S111tP. 2A00 • A!lantil. Gr.nrr}lil 30328 USA• Tel 404·S 12-4024 •FAX ·IO·l-'i 12 .. 10'.'lfi 

ATC-SEMBULE • "r; [\r.i 1'i1i12 • •<;1mr.11.1 ·jri;1Ma • Tf!i ~<;fi .. 11-2S7-l'lR/~l 256-41·2701-lli.7 •FAX 2'i6··1f.;)711 'l1'1 • ~»10~ ,:;1r· SEJ.'8 __ :: 
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INDUSTRIAL INVESTMENT PROJECT PROFILE'FOR IPPA UNIDO-GEORGIA 
DECEMBER 1993 

COUNTRY: Kenya PROJECT # 003 

PROJECT TITLE: Quality Furniture SUBMISSION DATE: 18Drcembrr1993 

Proj~t Description1Briefly 

To produce high quality furniture for tbe Domestic and Export markets 

Pan A - lnfonnation on the project 

I. Technical Aspects 

I. I Is the project a new enterprise or expansion/modernization of an existing one? 
- Expansion and Modernization 

1.2 Has this project been promoted before? No 
If yes. when:___ By which organization ......................... . 

1.3 Product(s) 10 be manufactured: 

PRODUCT 

Full range of Domestic and 
Office furniture 

QUANTITY UNIT PRICE 

Sec attachment Al.I 

1.4 Market (Domestic. Export) 

1.4.1 What percentage of productior. goes into domestic market? 90•;. 

1.4.2 What share in the domestic market it covers? 40 ~'•of high quality furniture 

1.4.3 What percentage of production is designated for export?( name and respective 
percentage) 30•1. (various) 

1.4.4 Other potential markets? (if any> USA. PT A (Prefuential Trade Area). East 
Africa Markets, Middle East and European Market 

1.5 Plant capacity (as detailed as possible) 
~ See attachment A 1.2 

1.6 Manufacturing process (as detailed as possible) 
' See attached Business Plan 
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1.7 

1.8 

Manpower 
Indicate estimated personnel requirements and average monthly wages inclusive of all 
allowances and benefits: stt attachment 1.2 

Monthly/Salary/ 
Manpower Number Person (Local currency} 

Management 7 140,000 

Clerical 6,000 

Technical Supervision 10 60,000 

Skilled Labor 30 90,000 

Semi-skilled labor 37 37,000 

Unskilled labor 2 3,SOO 

Seasonal labor 25 122,SOO 

Total 112 459,000 

Raw materials and other inputs 
Indicate quantities required and unit prices See attachment Al.I 

Quantity 
[per year) 

1.8.1 Domestic 

1.8.2 lmponcd 

Unit Price 

1.8.3 for materials which have to be imponed, indicate customary sources and specify 
impon duties, where applicable: 

I. 9 Utilities 
Indicate quantities required and unit prices for the following utilities: 

Utilities Quantities Unit Price 
(per qtr year) (Local currency) 

- Fuel [oil. gas. coai. etc.] 300,000 

- Electricity [K wh] 18,0CO 

- Water [own borehole)m3 3,000 

- Other 33,000 

Total 3,064,000 
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LIO Plant location and availability of infrastructure facilities: (as detailed as possible) 

LI 0.1 Location and reason for selection of site = Kesii , West Kenya - Established 
factor) and relationship to labor pool 

I. I 0.2 Availability of infrastructure 

Water Supply 

Power Line 

Roads rail. water. air, etc. 

Postal & communication services 

Yes 
x 

x 

x 

x 

Financial Aspc:cts See Business Plan Attached 

No 

2.1 Total project cost. broken down into land. construction, installed equipment. and working 
capital. indicating foreign exchange component: 

Fixed Investment 

Land 

Buildings 

Miichinery & Equipment 

Furniture/fittings 

Working Capital 

Pre-operational expenses 

Interest during construction 

Provision for contingencies 

Total 

Local 
Currency 
Component 
[In USS] 

104,169 

150,000 

8,058 

38,445 

14,625 

61,549 

42,323 

419,169 

Foreign 
Currency 
component 
[In USS] 

144,118 

84,914 

13,737 

28,624 

45,496 

15,750 

65,682 

398,421 

Total 
[In USS] 

104,169 

294,118 

89,914 

Jt,667 

67,267 

60,221 

77,299 

93,000 

817,590 
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2.2 Proposed fmancial sttucture. indicating expected sources and tenns of equity and loans: 
Local Foreign 
Sources Sources Total 
[In USS] [In USS] [In USS) 

Equity 428.400 411,600 M0,000 
Long-tenn loans 
Medium-tenn loans 
Shon-term loans 

Total 428,400 411,600 840,000 

2.3 Is local development bank in principle willing to consider panicipation in the project? If 
no, why? = Yes 

2.4 What is the local investors equity contribution to the project (as detailed as possible) 
Land, Building and manpower, established customer base and Marketing network as well as 
established Sales outlets. 

3. Foreign Contribution Desired 

Indicate whichever is needed among the following: 

- Equity Panicipation x 

-- Loans x 

-- License and know-how x 

-- Machinery & Equipment x 

-- Access to Foreign Markets x 

-- Technical collaboration x 

-- Management x 

--Training x 

-- Other 

4. Project study available (if available provide copy): 

-- Prepared by: ATC - USA 
-- Pre-feasibility X 
-· Feasibility X 

··Other 
··None 
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4.1 lnfonnation on profitability and returo on invesnnent (as detailed as possible): (important) 
= See Attached Business plan 

5. Currency exchange rate used: 

Date: 18 December 1993 

Rate: 68 Ksh to the dollar 

Part B - Infonnation on Project Sponsor(s) 

I. Name of company: 

Contact person: 

Address: 

Telephone: 

Hema Quality Furniture 

Mr. Elkana Mose 

P.O. Box 2 Kisii 
Nairobi 

447186 

2. Present line of business: Furniture Manufacturing 

3. Annual turnover (gross sales) (in US$) 

4. Present ownership including equity distribution: Sole Proprietor 

5 . Bank connections: (Name Address) 

6. Year of establishment: 1985 

7. Number of employees: 112 

Si:n!\e of ProjP.ct Sponsor 

(_ - ~~'-

Signat~:-: of Consultant/Coordinator 

~ DATE:/2--/Jf};, 
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HEMA QUALITY FURNITURE 

BREAKDOWN OF IMPORTANT ITEMS 

1. TXPES OF WOOD 

ATTACHMENT Al.I 

1 

Wood is available as logs, planks or in specified sizes of 

timber. The timber sizes are for example 12"xl"x12"-0"; 

12"x2"x12"; 8"x2"x12". 

The price ranges are depending on the types of timber and size 

from Ksh.300.00 per foot to Ksh.600.00 per metre. 

It requires 500 running metres (about 1500 running feet) of 

various sizes of sawn timber to fill a 12 tanner lorry and HEMA 

QUALITY FURNITURE uses 9 of such lorries of timber per quarter. 

The average cost to fill the lorry is Ksh. 300, 000. 00. Three lorry 

loads are required per quarter. Buying logs and/or planks to be 

later split at the factory would be cheaper. 

The main types of timber used are mahogany, mvuli, teak, blue 

gum, camphor and meru oak (all popular hard woods). Some amount of 

soft woods are used; pine, cypress for special purposes . 



ATTACHMENT Al.2 

2 

• 2. LABOUR 

1.0. Hema Quality Furniture has a total labour workforce of 

112 personnel comprised as follows:-

STAfF gsHS PER OUABTER QSS PER CllARl'ER 

(a) 1 General Manager 105,000.00 1567 

(b) 1 Workshop manager 60,000.00 883 

(c) 1 Quality Controller 60,000.00 883 

(d) 1 Sales Manager 60,000.00 883 

(e) 45,000.00 662 

(f) 2 Supervisors 90,000.00 1324 

(g) 20 Salesmen 300,000.00 4412 

• (h) 10 Skilled Technicians 180,000.00 2647 

(i) 30 Skilled Artisans 270,000.00 3970 

(j) 37 Support Staff 111,000.00 1632 

(k) 3 Drivers 27,000.00 397 

(1) 1 Messenger 6,000.00 88 

(m) 1 cleaner 4,500.00 66 

(n) 1 Receptionist/ 
Telephone Operator 10,500.00 154 

(o) 1 Secretary 18,000.00 264 

(p) 1 Accountant J0.000.00 441 

TOTAL l.JZZ.QQQ1QQ 2Q.173 

• 
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HEM A Q l.i A L I T Y F ~ R N I T U R E L I M I T E D 

ECONOMIC FEASIBILITY REPORT 

1. INTRODUCTION 

Hema Quality Furniture Limited is a Manuf acturfng Establishment 

started in 1985, and specialises exclusively in high quality 

Domestic, Office, Institutional and hotel furniture for the 

local market. Currently. the company has machinery and other 

equipments capable of producing 40 pieces of various specialised 

furniture per month. The Company is proposing to raise this 

capacity to 80 pieces per month to cater for both the local 

and export market. 

In addition the company also manufactures steel products such 

as Burgler Proofs, windows, doors and does other services such 

as partitioning of offices and furnishing of houses. 

The Company intends to consolidate production of these items 

and the services tendered to various institions in the country 

and even look beyond our borders for export especially with 

the East African region and the Preferential Trade Area (PTA) 

in particular. These is also potential market in the middle 

East, Europe, Japan and America. 

Due to high demand of it's products in the local and export 

markets, the company has found it prudent to purchase specialised 

additional machinery, equipments and vehicles to enable it 

increase it's production and improve on the finishing of some 

of some of the very high quality furniture. 
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LOCATION 

The Company's workshop are located on a 4 acre plot within the 

Kisii Municipality in godowns currently valued at KShs.20 million. 

The land and godowns are all owned by the company and hence 

the expansion won't require construction of more godowns. It 

is in these workshops where all the making of furniture and 

other products is done. There is also a showroom within these 

premises which serves as one of the outlets for the company's 

products. 

In addition the company has a rented showroom in a prime area 

of Nairobi which serves as an International Shop Window. In 

this case once the furniture is made in the Workshops at 

Kisii some of it is transported to the Nairobi Showroom for 

sale in both the local and export market. 

Indeed this kind of location is in line with the Government 

policy of the District Focus for Rural Development strategy 

of decentralising industries to the rural areas or outside the 

major urban centres. This in essence has various benefits to 

the company in terms of being located nearer to the source of 

the major raw material timber and also to the local couununity 

in terms of creation of employment. For the capital cost of 

the expansion, the company will benefit from the 857. investmeut 

allowance allowe~ for industries located outside the major 

urban c~ntres • 

This will benefit the company in terms of 2 years tax holiday 

after writing off the 857. of the additional capital investment. 
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THE COMPA.-..rf 

Hema Quality Furniture Limited is a registered Private Limited 

Company whose Headquarters is in Kisii. The production is done 

at the Company's workshop in Kisii and distribution of the 

furnished product is done both from Kisii and Nairobi where 

the Company has a showroom. 

The furniture ma~ufacturing concern has been in operational 

since 1985 and the propriators have put in quite substantial 

amount of capital which they are now formalising as the share 

capital of the company. 

As for the financing plan and the costings the current owners 

have put in KShs.36.75 million which is already tied in the 

existing assets. This is already 63% of the total cost of 

the proposed expansion programme. 

The total cost is estimated at KShs.58.523 million and hence 

the Company is seeking KShs.17.773 million in form of ~long 

term loan to finance the cost of additional machinery. The 

Company will also double it's overdraft facility from the 

current KShs.2 million to KShs.4 million whose utilization 

depends on the lavel of production. 

The proposed loan is 30% of the total financial requirements 

for the expansion programme and is expected to be paid in 6 

years after a 2 years grace period at an interest rate of 25%. 
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The Company intends to approach a financial institution for the 

loan and it is hoped that due to the high potential that the 

Company has it will be able to acquire a term loan from Kenyan 

Financial market. 

4. MANAGEMENT AND STAFF 

The project Company will have a Board of Directors consisting 

of the shareholders. The day to day u.anagement of the workshop 

will be entrusted to a General Manager who is supposed to be 

somebody conversant with operations of such as establishment. 

Under the General Manager, it is proposed that the Company set-up 

4 Departments viz:-

(i) Production headed by a worksoop manager, and a quality 

controller and other support staff to be under him. 

(ii) Sales department to be headed by a Sales Manager and 

a Sales force to be under him. 

(iii) Administration department to be under an Administrative 

Officer assisted by other support staff. This will 

co-ordinator all administrative matters. 

(iv) An Accounting Department headLd by a qualified Accountant 

and a ?urchase/Supplies Officer to be under him and some 

Accounts Clerks. This is a very crucial department as 

far as the control of the Company's finances is concerned. 
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For details of the proposed organization structure see Annex II • 

5. STAFF TRAINING 

The three key personnel will require intensive training especially 

the quality controller who will be handling one of the very 

sensitivity areas. Quality control is very important because 

the better the quality the higher the prices which will be 

fetched by the end product. This is important in that better 

quality furniture move faster apart from fetching premium prices 

in the market. 

The General Manager should also be well trained to be able to 

co-ordinate the overall operations of the company. 

It is also important that the company engages a qualified 

Accountant who will be able to control all the financial 

matters of the Company. This is in terms of controlling the 

Sales receipts. the raw material purchases and the cost of 

production for the company in general. 

Other skilled workers and artisans is as~umed will have attained 

their vocational training in local institutions. However. intensive 

on the job training will be done to improve on their performance 

and competence. 

6. THE PROJECT 

The expansion programme entails purchase and installation of 

additional machinery, equipments and vehicles for transporting 

both the raw materials form the source and finished products 

to the market especially from the workshop in Kisii to the 

showroom in Nairobi. 
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The additional machinery and equipment will enable the company 

to gradually increase its production capacity and undertake 

manufacture of high quality furniture by improving on the finishing • 

The project concept is good given that the Company's products are 

already known in the market, especially by the high and middle 

income segments of the market. 

7. CAPITAL COST ESTIMATES 

The total cost of expansion programme including additional 

working capital is estimated at Kshs.58.523 million. A detailed 

breakdown of the costs together with the corresponding financing 

is given in Annex 2 (a) - 2 (c). 

Below is a summary of costs • 

Land (4 acres) Existing 

Buildings (Existing) 

Machinery (Existing) 

Machinery (NEW) 

Vehicles (Existing) 

Vehicles ( New) 

FURNITURE ~ FlTTINGS 

- Existing 

- New 

Pre-operating Expenses related to 
the expansion 

Working Capital 

TOTAL 

KSHS'OOO 

2000 

20000 

4100 

2873 

8400 

14500 

500 

200 

1950 

4000 

58523 
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The project workshop is located on a 4 acre plot within Kisii 

Municipality. On the plot there are various godowns where the 

existing machinery is installed. With the additional machinery 

there is still room for their installation and hence no more 

cost of buildings has been provided in the cost estimates. The 

4 acre plot is currently estimated to be valued at KShs.2 million 

while the godowns are estimated to be valued at KShs.20 million. 

These values have been used in the cost estimates. 

9. Machinery cost estimates are based on the current value of the 

existing machinery and equipments, while cost of the new 

machinery is based on quotations from prospective suppliers. 

10. Pre-operating expenses includes adminstrative expenses, interest 

during implementation and other fees payable to the financial 

institution which will advance the loan during its processing and 

approval. 

11. FINANCIAL PLAN 

The expansion prograllDlle is proposed to be financed as follows: 

Shareholders contribution 

Term Loan 

Overdraft facility 

GRAND TOTAL 

KSHS'OOO 

36,750 

17,773 

4,000 

58,523 

-------



• 

• 

• 

- 8 -

12. The proposed term loan of KShs.17,773 million will be used 

in purchasing the additional machinery which will be imported • 

The loan will be for a period of 8 years including 2 years 

grace period at 25% interest rate per annum. 

13. The sponsors have contributed quite substantial amount of 

cash in form the existing assets and required to only meet the 

pre-operating expense pertaining to the expansion programme. The 

debt/equity ratio is therefore impressive at 0.5 : 1 compared to 

most financial institutions requirement of a 2:1 debt/equity ratio. 

14. RAW MATERIALS 

In the production of furniture the main raw materials are 

various types of timber, cloth Rolls, foams, conta, twopack, 

vanish, veneer, sacks, tyres, files, sand paper etc. These 

are sourced from various places in western Kenya for timber 

and from various suppliers in Nairobi for those other requirements. 

There may be need to import some of these items in bulk in future 

so as to save on the cost. 

For the steel products, the company uses steel pipes, angles 

and wires. The main manufacturers of the steel raw materials 

a~e steel makers limited Mombasa, Rollmill Kenya Limited -

Nairobi, Nalin Nail Wo:ks Limited - Nairobi, Khetshi Dharamshi 

Limited, Wire products Limited - ~vmbasa, Brollo Kenya Limited 

- Mombasa • 
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Insteel Limited and Kusco Limited • 

The installed capacities in most of these above companies are higher 

than their current production levels. Due to the competition of 

supply of raw materials by the above companies, prices are generally 

reasonable and delivery is prompt. 

15. THE MARKET 

Hema Quality Furniture Limited has been in the market since 

1985, specialising exclusively in high quality Domestic, 

Office, Institutions and Hotel furniture for the local market. 

The main clients have been hotels, schools, offices and home&. 

These have been purchasing furniture as follows:-

(i) Hotels 

(ii) Schools 

(iii) Of fices 

Beds, Furnishings, chairs, 

partioning. 

Black Boards, Desks, Chairs, 

Cabinets and Benches. 

Executive office chairs, 

secretarial chairs and desks 

in Meru Oak, Mahogany, Elgon 

teak, Drylon, Velvet or 

any other material, filing 

cabinets, carpeting, curtaining, 

partitioning etc. 
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(iv} Domestic Executive dinning tables with six, 

eight or 12 chairs, dressing tables, 

wardrobes, sideboards, coffee tables, 

beds, ·•all units, rocking chairs, 

baby cots, garden chairs, bed sofas 

and matresses. 

There is much scope for more market given that the country's population 

is growing at the rate of 3.8% and most of the institutions like 

schools are expanding to cater for this increasing population. 

It can rightly be said that growth of both domestic and institutional 

furniture is a function of our country's population growth rate 

and the per capita income. Therefore it is expected that more furniture 

will be required as our population grows. Hence the need for the 

Company to expand and diversify its production to cater for the 

ever growing demand. 

16. MARKETING AND DISTRIBUTION 

The Company has been using and will continue to use the 

following distribution outlets: 

(l} Direct sales through the Nairobi showroom which is their 

International Shop window situated in a prime section 

of the capital city • 

(2) Direct purchase from the factory. 

(3) Through vari~ nts to be distributed in strategic 

towns in the country. 
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This is a clear indication that the Company will have no problem 

in marketing all what it produces • 

18. FINANCIAL PROSPECTS 

The projected income statements with expnasion, sources and 

application of funds and balance sheet for the years 1994 

to 2003 are given in annexes 6, 7 and 8 respectively. 

The assumptions underlying the financial projections are 

given in annex 1. 

19. The Company's sales are expected to increase gradually from 

KShs.47.922 ~illion in 1994 to KShs.63.897 million from 1996 

onwards when the expansion programme is expected to be fully 

onstream. It is expected to be fully onstream. It is assumed 

that the Company will operate at 60% capacity utilization in 

1994 and 70% in 1995 thereafter production will stabilize at 

80%. 

20. The Company is expected to make a profit after tax of 

KShs.4.351 million in 1994 which will improve to KShs.8.165 

million in 1966, The Company will enjoy a 85% Investment 

Allowmance on the new machinery nad hence the high profit 

after tax in the initial years as a result of a two years 

tax holiday • 
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21. The Company is expected to have a positive cashflow of 

KShs.4.945 million in 1994 which improves further gradually 

as loan repayment eases out. This is an indication that the 

project will be able to service its loans and generate 

enough cash to meet the working capital requirement. 

22. RATES OF RETURN 

The project has an Internal Financial Rate of Return (IFRR) 

of 38.8% as shown in the annex 9 and an Economic Rate of 

Return (ERR) of 38.8% as shown in the annex 9 and an Economic 

Rate of Return of 48.3% as shown in annex 10. These rates 

are considered reasonable for this kind of expansion project 

where no additional buildings are required and hence the initial 

capital investment is not as high as it could be for the completely 

new project • 

L3. ECONOMIC ANALYSIS 

The project will have substantial economic benefits in terms 

of use of locally available raw materials, earning of foreign 

exchange and creation of employment for 100 people in a rural 

urban centre. This is in line with Government policy of 

decentralising industries and fits well with District Focus 

for Rural Development strategy. 

It will also go along way in assisting the Government in 

availing more jobs for Kenyan, hence alleviating the 

unemployment problem. This will also assist in imparting 

various skills to Kenyans • 
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This is a venture with various positive economic attributes from 

both the shareholders, employees and the Kenya economy point of 

view and hence worth supporting • 
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INDUSTRIAL INVESTMENT PROJECT PROFILE/FOR IPPA UNIDO-GEORGIA 
DECEMBER 1993 

COUNTRY: Uganda PROJECT # 001 

PROJECT TITLE: Computer Assembly SUBMISSION DATE: December 18, 1993 

Project Description/Briefly 

Joint Venture to assemble, manufacture, warehouse, market. test. import, stock. purchase. sell by 
wholesale or retail personal computers. 

Part A· Information on the project 

I. Technical Aspects 

I.I Is the project a new enterprise or expansion/modernization of an existing one? 
Expansion 

1.2 Has this project been promoted before? Yes 
If yes, when: Sept. 1992 By which organization. ATC-USA 

1.3 Product(s) to be manufactured: 

PRODUCT QUANTln' PRICE 

Personal Computers Various Various 

1.4 Market (Domestic, Export) 

1.5 

1.4.1 What percentage of production goes into domestic market? 50% 

1.4.2 What share in the domestic market it covers? 40% 

1.4.3 What percentage of production is designated for export?( name and respective 
percentage) 60% 

1.4.4 Other potential markets? (if any) 
members of the Preferential Trade Association 

Plant capacity (as detailed as possible) 
Assemble IOO +computers a week 
Train 70 people per month 
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1.6 Manufacturing process (as detailed as possible) 

a. Import parts, .:omponents and peripherals and assemble. 
b. Planning to manufacture some of the components 

1. 7 Manpower 

1.8 

Indicate estimated personnel requirements and averag.: monthly wages inclusive of all 
allowances and benefits: 

Manpower Number 

Management 2 

Clerical 2 

Technical Supervision 2 

Skil!ed Labor 3 

Semi-skilled labor 2 

Unskilled labor 2 

Commissioned Sales person 2 

Total IS 

Raw materials and other inputs 
Indicate quantities required and unit prices 

Quantity 
[per year] 

I .8. I Domestic 

I .8.2 Imported 

30% 

70% 

Monthly/Salary/ 
Person {Local currency} 

2,832,000 

Unit Price 

1.8.3 For materials which have to be imported, indicate customary sources and specify 
import duties, where applicable: From US Partners. 0 Import duties. 

1.9 Utilities 
Indicate quantities required and uni~ prices for the following utilities: 

Utilities 

- Fuel [oil, gas, coal, etc.] 

- Electricity [Kwh] 

- Water [own bcrehole]m3 

Quantities 
(per year) 

Unit Price 
(Local currency) 
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- Other 

I. IO Plant location and availability of infrastructure facilities: (as detailed as possible) 

I. I 0.1 Location and reason for selection of site 
In Kampala City - Close to market. 

I. I 0.2 Availability of infrastructure 

Water Supply 
Yes 
x 

Power Line X 

Roads. rail. water, air, etc. X 

Postal & communication services X 

2. Financial Aspects 

No 

2.1 Total project cost, broken down into land, construction, installed equipment. and working 
capital. indicating fo;eign exchange component: 

Fixed Investment 

Land 

Buildings 

Machinery & Equipment 

Furniture/fittings 

Working Capital 

Pre-operational expenses 

Interest during construction 

Provision for contingencies 

Total 

Local 
Currency 
Component 
[In USS] 

2,000 

3,000 

14,000 

10,000 

24,000 

53,000 

Foreign 
Currency 
Component 
[In USS] 

5,000 

20,000 

10,000 

12,000 

47,000 

Total 
[In USS] 

2,000 

5,000 

3,000 

34,000 

20,000 

36,000 

100,000 
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2.2 Proposed financial structure. indicating expected sources and tenns of equity and loans: 

Equity 
Long-tenn loans 
Medium-tenn loans 
Short-tenn loans 

Tutal 

Local Foreign 
Sources Sources 
[In USS] [In USS] 

5391. 

Total 
[In USS] 

10091. 

., ... 
-·-' is local development bank in principle willing to consider participation in the project? If 

no. why? Yes 

2.4 What is the local investors equity contribution to the project (as detailed as possible) 
Facility and Capital 

Foreign Contribution Desired 
Capital and Expertise 

Indicate whichever is needed among the following: 

-- Equity Participarion x 

-- Loans x 

-- License and know-how x 

-- Machinery & Equipment x 

-- Access to Foreign Markets x 

-- Technical collaboration x 

-- Management 

-- Training x 

-- Other x - Parts and Components 

Project study available (if available provide copy): 

-- Prepared by: ATC- USA 
-- Pfc-feasibility X 
-- Feasibility 

-- Otht"r 
-- None 
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lnfonnation on profitability and return on invesnnent (as detailed as possible): (imponant) 
Stt attached proforma 

5. Currency exchange rate used: 

Date: December 18, 1993 

Rate: I USS= 1.200 UG Shilling 

Part B - lnfonnation on Project Sponsor(s) 

I. 

., 

3. 

4 . 

5. 

Name of company: Sembule Electronics Ltd 

Contact person: Mr. C. Sembuya 

Address: P.O. Box 15182, 
Kampala, Uganda 

Telephone: 256-41-270918 

Present line of business: Manufacturing, Finance Resale and Service 

Annual turnover (gross sales) (in USS) In millions (confidential) 

Present ownership including equity distribution: 100•/o 

Bank connections: (Name Address) Sembule Investment Bank Ltd. 
Plot 24 Jinja rd. 
P.O. Box 2750 
Kampala, Uganda 

6. Year of establishment: Over 25 years 

7. Number of employees: Over JOO+ 

Signature of Consultant'Coordinator 

,J~ATE:Lk-=f-rt-f] 
Signature of Project Sponsor 
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PROJECT: ASSEMBLY EXPANSION 

ATC-SEMBULE is a joint venture company established in September 1992. between ATC-USA 
and Sembule Electronics Limited. to assemble computer hardware. custom made Software and to 
provide computer training programs. 

Currently. the joint venture is in full operation assembling Personal Computers. supplying 
computer hardware to Uganda and PT A market, as well as providing computer services and 
training sessions. A TC-SEMBULE has established dealerships for PC distribution from Uganda 
to Kenya. Ethiopia. Djibouti, and agreements with other PT A countries are progressing. 

To provide more complete and comprehensive service to local and PTA markets. ATC­
SEMBULE is in the process of an expansion program. The Board Members have decided to 
invest more capital in order to upgrade the facility as well as expand the assembly line. They \\'ill 
also develop more training sessions, and renew marketing activities. 

A TC-SEMBULE partners jointly agreed that there is an immediate need to develop effective 
computer industry services in Uganda and other PTA countries. The parties strongly believe that 
the availability of a low cost computer supply would greatly assist small and medium businesses 
to increase their productivity through the application of modem computer systems. 

However. due to the capital investment needed to develop an extensive computer production 
facility, the parties further agreed to apply for external funding assistance. The external funding 
coupled with A TC-SEMBULE's technical expertise ensures that even with the increased 
production A TC-SEMBULE will be able to provide effective service to the PT A region. 

The board also identified those organization which would willing, and ready to support the 
development of this industry they include but are not limited to: 

UNIDO. ADB. Government's industrial sectors. and other international organization . 
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ATC-SEMBULE 

EXPANSION PLAN 

The expansion phase of the project will take approxim:ttely six months activities. This phase will include the 
following activities. but not limited to: The cost is estimated to S60.000 to cover the following associated 

costs. 

I. 

3. 

4. 

5. 

Marketing Strategies Development 
Domestic & expon ... 

Training More Technician 
for Assemb!y & Services 

Component sets for compu'er systems 
Diagnostic software packages. 
Assembly and service tool kirs. & 
Advanced Training for assemblers. 

testers. and service p.::-sonnel... 

Training of marketing and Sales Staff. 
Materials development for marketing. 
seminars. briefing and other marketing 
activities ... 

Devdop & print Promotional materials. 
organize public relations activities. 
advenising campaign. select media, services. 
and R& D. 

TOT AL EXPANSION COST 

$18.000 

SI0.000 

$15.000 

$10.000 

S7.000 

$60,000 
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Sembule Electronics Lta. 
P.O.BOX 15182, TELEPHONE :(256)41-25749819. 27014617 

FAX: (256) 41-270918, TELEX: 61371 'SEMBULE' KAMPALA. UGANDA. 

{ • n·-, 
\ •\ •. 'J t::e 

~!-.~-<;:-.er 

!.c=ocl.c.tior. end ~-~er..or~C.t:r.: filf:c! ir. U[nLdc. wi i.h 

zaven (7 ) :Eoard ~-;.enbers mid such terr.IS as are 

£1u'"Teable wi thL""l 21 dn;,·s. 

2. ATC USA r'i.CTees to procl~cc a eraphic loc;o for A'iC 

Si:;: .• J3ULE L'.l.'D. with an .~fr icon :=ap ir. the backcro\md 

with actual decic;r. r:.1C. r.Jlo~::: t:> be decided b~r the 

pc.rtice on or before October 6, 1992• 

•••• /2- ~si=L] A subSldllry of Sembule Steel Mills Lid - . 
'------- Manutac~urerc; r,f· Tel~·11s1qo Sets Ca!cµlators Te!ecommunicatipp Egu1pment. Comouters etc. 

J 
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Sembule Electronics Ltd. 
P.O.BOX 15182, TELEPHONE :(256)41-25749819. 27014617 

FAX: (256) 41-270918, TELEX: 61371 'SEMBULE' KAMPALA. UGANDA. 

-2-

3. ATC USA agrees to provide tecbno1ogica1 training 

4. 

5. 

and procure computer parts, systems, electronic 

partie computer periphere.1 equipment r..nd related 

goods and merchandise in the u.s.A or other 

locations vending points discJ.osed to A'1'C SEMEULE 

L!r.:IITED and fontard to ser-'1e for asse:rrtbly, manufacture 

or otherwise to ATC SEI&EULE LIMITSD. 

SEilBULE ELECTRONICS LTD agrees to :provide facilities 

for assembly and manufacture other~i.se with dust free 

conditions and specification et thier premises in 

?:a.~pa1a, labour and other assistance necessary to be 

decided by the parties on or before Ocjober 31, 1992. 

'Lhe pe.rties further Sc"I"ee to expend the sum of usn.1oo,000 
as outlined in the attached Exhibit A designated a.a Direct 

Start U~ Coats. It is understood and a.greed by the parties 

that a11 bills of purc-i.ase <md invoices shall be supplied 

to e?-oh other for al.1 expenditures involved. It is contepla­

teo. that the parties shall expend the following sur.is Tiith 

•••••• /3-

(S5lJ A ~ubsdiary or Sembule Sree1 Mills Ltd 
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Sembule Electronics Ltd. 
P.O.BOX 15182, TELEPHONE :(256)41-25749819. 27014617 

FAX: (256) 41-270918, TELEX: 61371 'SEMBULE' KAMPALA. UGANDA. 

-3-

with e:i:pendi-~urc1:1 to ~ontro1 and any balances due 

toward said sun p~yo.b1e by deposit in th.e bank account 

of .t.TC :rr:.3ULE, !°l!:aTLD on or before Octobsr 31st 

1992. It is underctood that f.X. Henry M. :a. j'.iakmot 

shal1 ~e;osit wit~in 21 days of signing this 

acreerr;er&t the aur: of ~'"SD. 5, 000 in the -oa?!k accouri.t 

of Aro s~:L\JLE LlfilTED • 

SEMBTJ'"LE EL:SC:ROHICS L-ID. uSD. 48, OCO 

A TC USA. wSD. 47 1 000 

:.ffi. HENRY !A.N ~i! iiSD. 5, 000 

USD. 100,000 

••• ;/4-
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FAA: (256) 41-270918, TELEX: 61371 'SEMBULE' KAMPALA UGA~)A. 
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6. The parties f:.a-ther egree to C:A'"PaI1d or dcpos.:.. t into t!1e 

bank 2.Cc.:runt of ATC S.E:'J3UL~ LTD an ~dcil tional .su.:a of 
USD iG0,000 ~ayable en n prora":a 'blli:iis, 4[f;~ Su-U>ULE 

ELEC
-... , ..... TC~ y r- 4r-, I ,,,,.. u-A d 5-' . . H . . B °l"•"- ::>;.__·...,., (1':.1'.-v ~'an ;ul·!r. c;n.::i.~y!·1 •• 

Makmot a~ iollows: 

a) USD 60,000 - On Dec~~ber 1, ~992 or upon 
demand of the Beard of Directors 

of ATC, SEi'·IBULE LTD. 

b) USD 20,000 - The .following month January, ·1993 
or upon deua.nd of the Board of 
Directors of ATC, SE!·iBULE. LTD. 

c) USO 20, OQO - The oonth tr,en::a.::ter. 

7. The parties further agree as follows: 

a) This c:.gre-:?:i:t:nt :~.:-i.y b~ ::i~di:i~d or ar:ended by 

~utual consent of all parti~~ • 

b) This 2greemant snall .s·tand approved within 
21 days of signing the same unles:> ·.«i tten 
notice of rejection ls txcov icied to all parties 

by OHL, Federal Express Return Receipt to 
evidence delivery to the ~arties at the 

f ollowin~ ad1re3ses: 

.S~IJBULE EI .. SCTRONICS ~ ... ~·o. 

~.;._(t-_~&.t.l~Y.L'L 
p · o · oo'IC I <;. I 8 '2. 
--~-------------Ill\.,.,.. f kLA 
----------------~ 

ATT: ~.;J~_l{_A_~~~.:~~Br 
p. O· Bi)X I~ I g i. 

~~-----~-~-~-~---
( kM e A:t-A. 

------~-~------~---

----------------- -------------------

•::it~ ccpic~::. .••••• .,j 4-
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AT"£: 

Sembule Electronics Ltd. I 
P.O.BOX 15182, TELEPHONE :(256)41-25749819. 27014617 

FAX: (256) 41-270918, TELEX: 61371 'SEMBULE' KAMPALA. UGANDA. 

- 5 -
~..:..llit!~l~-~-~~1~ 
f'.o.&>~ 1~181 

----------~-----..l{~t'!kA.. _____ _ 

------------------
African Technology Co. (ATC USA) 

ATT: Mathew Gidile 
African Technology Co. 
40 Herietta Street, 
Suite 1616, 
~~tlanta, Ca. 30303 
Phone 404 - c88 - 7000 

with copies to Randal Hangham 
C/O ;.1erietta Street, 
Suite 1616 
Antlanta, Ca. 30303 
Phone 404 688 7000 

and 
l;lichael Landry 

5 Concourse Parkway 
Suite 2800 
A tlo.nta Ca 30328 

Henry M.B. :•Iakmot: 

Con.tact International Ltd 
P.O. Box 8540, 10\ .. M?ALA 

along with Fax to: 

_Q_lf:.~.?:.~~J-~f __ _ 

~--~-----~-----~--

•••• /6-
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Sembule Electronics Ltd. 
P.O.BOX 15182, TELEPHONE :(256)41-25749819, 27014617 

FAX: (256) 41-270918, TELEX: 6137~ 'SEMBULE' KAMPALA. UGANDA. 

- 6 -

b) Any dispute uruier tnis ~greement shall be resolved 

by ARBITRA'rIOi:-i t.nrougii. the International Centre for 

the settle~ent of Investment Disputes, U.S. Arbitration, 

as the p<lrty ag,~?'i.~ved shall file. 

In ccnsid~ra.tia!'!. v:f tlit: :-:1u~ual coJlenants herein, the 

parties co agre~ ~o said ter:;is and conditions /\ 
this 22nd cay cf Augus~, 1992. 

SIG:~£D: SE:-IBUi.i!: ELEC'IBONICS LTD. BY 

AFRICAN TF.CHNCLOGY CO. By 

HENRY :-1.B. ;·.u~?.:·:OT BY 

I 
r· I 
r . I 
h\Jl· 

---~~------------
,. I l 

----...!'--~--- --------/ 
I 

/ ---------------------

~ ......-.._ 
-- i ''t-fr~--~--t-~_j ____ _ 
~.---:-~- , - ....t.r- ----- · I / J l L in '-1 
-~------------------

--~-----------------

($5LJ A subsidiary or Semoule Steel Miiis Ltd 
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ATC Business Plan 

Executive Summary 

African Technology Company (ATC) is a joint business development effort 
between Advance Technology Consultants and Sembule Electronics, Ltd. The 
goal of the venture is to provide Personal Computer products and related 
services to Uganda and other 17fA countries. 

Component parts will be imported and assembled in Uganda. The resulting computers, 
as well as peripherals, software, and training and support services will be sold 
through the appropriate distribution channels in Uganda and other surrounding 
markets . 

The keys to the success of this project are to: establish a volume of assemblies 
to allow for good price breaks on component parts, set up local assembly to add 
value !:ly assembling the parts into finished computers, provide local testing. 
installation and support services so that ATC can offer low cos~ reliable 
personal computers to Ugandan businesses. 

This venture will help establish the use of computer technology in small, medium 
and large Ugandan businesses by providing low cost equipment along with the needed 
training. service and support to make those projects successful. Local assembly 
sales and servicing of the systems will provide quality jobs to the Ugandan work 
force. Gaining government support and favorable tariff treatment is a key 
to establishing a viable personal computer distribution network in Africa . 

ATC·USA • 5 Concourse Parlcway Suite 2800 • Aaanta. Gaorq1a 30328 USA• Tet 404·512-4024 •FAX 404-512-4096 

ATC·SEMBULE •Po Box 15182 • K11111pala. Uganda• Tel 256-41-257498"3 256-41-270146!7 •FAX 256-41 ·270918 •Telex 61371 "SEMBULE" 
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Market Strategy 

ATC will provide IBM compatible computers that are 100% equiva' ent or superior 
to the IBM and compatible computers now being imported into Uganda. Micro 
Computers, along with supporting software and services have become an indespensable 
tool for small and medium-sized businesses that are the foundation of Uganda's 
future growth and competitiveness. Experience in Europe and the United States bas 
shown that micro-computers give smaller firms a competitive edge by maximizing 
efficiency, planning. and cash flow management that makes them competitive with 
large companies. With new software applications available (such as scientific, 
communications and publishing), small companies can now compete more effectively 
with large companies. The continuing drop in hardware prices bas made this 
technology affordable to a wide range of businesses. 

At one time, the computer market supplying this crucial business sector was 
dominated by "name brand• firms: IBM, NEC, Apple, Bull, etc. However, in recent 
years it bas become clear that computer hardware bas become a commodity in that any 
standard machine compatible with IBM operating protocols uses essentially identical 
off-the-shelf parts. Indeed, even the major brands are essentially assemblers, 
rather than manufacturers, since they source most of their components outside their 
company. Operationally identical - or superior - machines can be assembled from 
parts at significant savings in cost compared to the products of traditional 
suppliers. The key is that, while it is very difficult to compete against the 
(mostly) Asian manufacturers of components due to industrial scale, it is extremely 
easy to compete with the heavily capitalized, top-heavy assemblers like IBM or 
Compaq. 

In the United States hundreds, perhaps thousands of very small firms are competing 
successfully by supplying business users with machines assembled from components. 
In Atlanta alone, 46 firms (at last count) assemble and sell computers to the 
business and institutional market. Nationally, a number of assemblers like Gateway 
or Northgate have located in remote regions and used direct mail advertising 
effectively to build high-volume sales operations now shipping all over the world . 



• For the most part African business bas missed out on the productivity revolution 
because the African computer market bas been dominated by name brand machines sold 
at very high margins. This bas kept the effective market for computers tiny and 
exclusive. There are very few assemblers op•.!rating at small scale scattered 
throughout Africa, but the rule of high mar~ns for imported name brand systems 
bolds nearly without challenge. 

The key to introducing lower cost, locally assembled IBM compatible computers into 
Uganda on a large scale is to demonstrate the fact that they are functionally 
equal, or superior to, the name brands. It is critical that ATC assembly 
operations tum out products of the highest quality and provide excellent technical 
servicing and maintenance after the sale. To accomplish this, we will use high 
quality components and implement a thorough six-stage pre-shipment and post 
assembly testing program. 

We will also make an effort to establish a brand identification as we 
build a quality, value image. This effort will include printed materials, 

• packaging. delivery of services, etc. 

Having an a.-,sembly plant in Uganda will insure a ready supply of quality-tested 
computers that are configured to meet the specific needs of the Ugandan business 
market. Local assembly, sales and support operations will also ensure ready access 
to maintenance and support by the purchasers of this equipment. Successful 
implementation of computer systems by small and mid-sized businesses depend on the 
availability of quality hardware, appropriate software applications and the 
training and support necessary to make those systems work in each individual 
business. 

We are in the process of analyzing the Ugandan and Eastern African market to 
determine the appropriate mix of computer configurations, software applications and 
training and support needed. This analysis will also indicate the general volume 
levels of the a~·· ·~mbly operation. It is important to determine not only the number 
and size of bu~if1~sses in the Ugandan market, but to also identify the nature of 
the information needs in each business type as well as the status of technology 

• (computer) utilization in each. 

Page3 



• The strategy is to provide a lower cost alternative to other computer systems that 
are currently being imported into Uganda, while offering better warranty and 
support. Local assembly and distribution of these products will also provide 
Uganda a foot in the door to becoming a player in the technology arena 

• 

• 
Page 4 
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Assembly Operations 

The Ugandan assembly operation will require the following: trained assemblers and 
tesrers, an assembly facility, component parts inventory, tools and equipment for 
assembly, testing and packaging. and management and administrative personnel. 

The key to making the assembly operations work (and thus the entire venture), is to 
obtain a good, trained assembly work force. The assembly process, while not 
extremely complex, depends on training, quality control and testing at every step. 
Advance Technology Consulants of Atlanta, Georgia, USA have been involved in the 
planning process and will provide training to assemblers and testers. Training 
will also be provided for ongoing technical assistance and sales and support 
operations. 

People currently assembling phones can be cross-trained to assemble computers. The 
initial training would be provided with a two or three week on-site instructor, 
depending on the existin skill levels of the people. Further training would be 
provided for support and sales staff. 

The assembly, testing and packaging operations will be organized to fit the 
expected volume of operations as indicated by the marketing study. An existing 
facility could be utilised to house the assembly and distribution operations. 

We are also researching the best cost I quality mix for components that will be 
used ic the assembly process. These components and peripherals must be purchased 
and inventoried to support expected assembly and servicing operations. 

Computers should be considered as perishable items in that their prices tend to 
decline, sometimes rapidly, with age. The main implication of this is that our 
facility must accurately understand the market so that we do not build computers 
beyond what our buyers can rapidly absorb . 

The assembly facility will be capable of building a full range of compatible 
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systems, with a limited amount of additional training for each. The key factor in 
the number of levels of systems to provide is the requirement in component and 
replacement parts inventory, as well as ongoing customer support training. 

The management and administration team is a critical factor in getting the project through 
the startup phase and in running an operation that can produce quality equipment and 
service. This team will facilitate the initial setup of the operation, conduct the 
staff hiring and coordinate the training efforts. They must implement a plan for 
operations and procedures necessary to build a functioning business. 

When day to day operations have commenced, they will be responsible for managing orders, 
scheduling production, overseeing the quality and timeliness of the work, shipping goods, 
etc. They must develop an accounting and scheduling system to facilitate running the 
operation and providing information for customer service and management decision making. 

Distribution & Sales 

The distribution channels that are established for the ATC products and 
services will be determined by the market analysis - what products and services 
are needed for what reasons by whom? The key factor is, how much information or 
training is needed by the potential customer before making a decision to buy or not 
to buy a computer (or to buy our system or that of a competitor)? 

The venture will sell primarily through company authorized dealers, as well 
as potentially through a direct sales force augmented with telemarketing. 

Any channels used will include the following: 

O Demonstration Activities: Our marketing approach fits the relatively 
small markets of Africa. We focus on hands-on demonstrations 
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Ci 

of the various systems, taking time to familiarize the buyers 
with the benefits of the system in terms of their own business 
needs. We can then provide systems, software and services 
tailored to meet those needs. 

Free Seminar/Workshop: Our general marketing outreach tool is the free 
seminar on computers in business. · 1 be size of these is iimiced 
to 1~ 15 participants so that each can spend some time 
"bands-on•. The goal of this meeting is to set up a one-on-one 
interview opportunity in which the appropriate the prospective 
customer's needs are identified and matched to the benefits of 
a system. The initial round of seminars will be conducte!d by 
Atlanta partners staff and, in some cases, by the Head of the 
Training program. This format can be very flexible: for 
instance a seminar can be designed for different kinds of 
businesses (hotels, government agencies, etc.). 

Ci Product Awareness Tools: ATC will also produce a variety of product 
awareness tools to help create a brand image. As noted in the 
marketing section, the image of ATC products will be good 
value, very reliable and increased value to the business as a 
result of excellent service, training and support. These might 
initially include branded t-shirts, knit shrits, buttons, 
banners and signs, as well as logos for all communications, 
advertising and packaging. 

Where possible, ATC will build relationships and establish contracts to provide 
equipment and services on an ongoing basis. This can help level the operations and 
create stability in the startup phases of the business . 

Page 7 
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Installation, Training & Support 

Installation, Training and Support are critical to ATC's success since we 
cannot continue to sell equipment and services if we do not build a base of 
satisfied users. The support structure will also allow us to provide a warranty 
which will be used as a competitive advantage. Therefore, it is important to 
establish a well trained base of support personne~ with a well designed plan for 
delivering support services after the sale. 

Once the buyer bas made the decision to purchase a system, the next step is to put 
the system together so that it fits the buyer's needs. This includes the computer 
components, software applications, training and the actual installation and setup 
and the customer's site. Each system will be built to meet the rustomer's 
specifications with software (DOS, Windows, etc.) either loaded in and tested, or 
provided in packaged format for training at the customer's location. Before 
delivery, all aspects of each system will be fully tested to ensure that each 
piece works as expected . 

An integral part of the success of ATC is the ongoing support services provided 
to computer purchasers to keep them up and running. First, we believe that the 
best support policy is to implement strict quality control procedures and conduct 
extensive testing on the products before they are delivered. As problems are 
incurred, we will provide prompt service and maintain a full level of replacement 
parts so that computers are fixed in a timely manner. The requirements for this 
operation are a trained and service oriented support staff, backed up with a full 
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~ICX}-USA 

TO DEALERS AND PROSPECTIVE CLIENTS 
OF ATC-USA & ATC-SEMBULE 

African Technology Company- USA {ATC-USA) and African Technology 
Company - Sembule (ATC-Sembule) are partners in supplying personal 
computers, peripheral equipment and services to the African market. 
ATC-Sembule assembles and stocks the products for distribution. 
ATC-USA provides ongoing marketing, training, promotional and technical 
support and direction for dealers and agents that distribi.!te 
ATC-Sembule products. 

ATC-Sembule and ATC-USA are committed to supplying high qualfy 
products and services to meet the technology needs of the emerging 
African market We sell through dealers and agents who have the 
experience necessary to build relationships with our target market, 
identify technology needs of those clients and provide the support 
needed to ensure that those clients utilize their new technology well. 

If you are interested in finding out more about our company and our 
dealer organization, contact ATC-USA in Atlanta, Georgia, USA, or 
ATC-Sembule in Kampala, Uganda . 

ATC-USA · 5 Concourse Parkway Suite 2800 • Allanta, Georgia 30328 USA· Tel 404-512-4024 •FAX. 404·512-4096 

ATC-SEMBULE . P.O. Box 15182 •Kampala. Uganda• Tel 256-41 ·257498!9 25641 ·270146/7 •FAX 256-41 ·270918 ·Telex 61371 ·seMBULE" 



• ATC-Sembule Start-up Costs 

Uganda us 
Hard Soft Date due 

Travel - trade show 5000 20Sep 

Expenses - trade show 1800 01 Nov 

Time - trade show 3000 

8roch11r~s 5000 15 Cc: 

Artwork - Logo 750 01 Od 

Business cards 132 150d 

Letterhead 100 150d 

PC Emblems 250 15Sep 

3computers 3800 20Sep 

Shipping charges 500 20Sep 

6Toolkits 600 

Time - coordination 5000 

Costs - setup $17.932.00 SS.000.00 

Time - research & prep 2500 

Travel - training 4000 01 Dec 

Expenses - training 2100 01Jan93 

Time - training 6000 

20 computers 20480 01 Dec • Shipping 1650 

Misc. Fees 2500 
Vehicle 7000 

Supplies 1000 

Faolity Prep/Rent 3600 

Furn1ture/Matena!s 1400 

Time - purch/sh1pping 5000 

Costs - preprodud1on 537.630 56.100 513.500 

Totals 537.630 S24.032 521.500 

• 



• ATC Sembule Proforma 

Sept Oct Nov Dec Jan 
Be<;;inning Inventory 0 0 0 0 0 

I of Computers Made 0 0 (J 2C 80 
I of Computer Sold (Domestic) 0 0 0 10 15 

I of Computers Sold (Export) 0 0 0 10 50 
El'ldrng Inventory 0 0 0 0 15 

Domestic Revenue so so so $28.000 S42.000 

Export Revenue so so so $17.640 $88.200 

Total Revenue so so so 545.640 5130.200 

Parts and Supplies so so so S24.000 596.000 

Export Costs so so so Sl.360 56.800 

Marketing Costs so so so 53.600 $14.400 

Operating Profit so so so 516.680 513.000 

Labor $0 $0 S700 $700 $700 

Management so so so Sl.000 Sl.000 

Matenals and Supplies Sl0.200 Sl.000 $2.000 so so 
Travel/Lodging $0 56.800 $8.000 so $7.000 

Training Expenses so $4.500 $7.000 so so 
Vehide I Maintenance so 56.800 $150 $150 S150 

Facility Prep I Rent $2.400 $2.500 $620 5620 5620 

• Total Expenses $12.600 $21.600 $18.470 $2.470 $9.470 

Net Profit ($12.600) ($21.600) ($18.470) S14.210 $3.530 

Beginning Cash ~I) $5.000 $5.000 $5.000 $19.210 

Paid in Capital S17.600 $21.600 $18.470 so so 
Ending Cash $5.000 $5.000 $5.000 $19.210 $22.740 

Export Cost -ATC-USA 1900 

Export Price to dealer 2090 

Cost Per Computer 1200 

Domestic Price 2800 Average system· 

Export Price 1764 386DX40MHz 

Export Shipping 60 4MBRAM 

Export Charges 76 SVGA Monitor 

Loan Threshold 5000 Mouse 

Monthly Interest Rate O.Q15 106MB HOD 

Domestic Selling Cost 0 3.5" FOO 

Export Marketing 0.15 DOS and Windows 

Dealer Discount 0.15 

Co-op Advertising 0.02 1900 

Aqu1s1t1on Fee 006 

• 



• Feb Mar Apr May June July Aug TOTAL 

Beginning ln\lentory 15 25 25 20 20 20 20 

I of Computers Made iOO 120 135 150 160 170 180 1115 

I of Computer Sold (Domestic) 15 20 20 20 20 20 25 165 

I of Computers Sold (Export) 75 100 120 130 140 150 160 935 

Ending Inventory 25 25 20 20 20 20 15 

Domestic Revenue 542.000 $56.000 $56.000 556.000 $56.000 556.000 570.000 

Export Revenue 5132.30::> 5176.400 5211.680 5229.320 5246.960 $264.600 5282.240 

Total Revenue 5174.300 5232.400 5267.680 5285.320 5302.960 5320.600 5352.240 

Parts and Supplies 5120.000 5144.000 5162.000 $180.000 5192.000 $204.000 5216.000 

Export Costs $10.200 513.600 516.320 $17.680 $19.040 $20.400 $21.760 

Marketing Costs 518.000 521.600 $24.300 $27.000 $28.800 $30.600 532.400 

Operating Profit 526.100 $53.200 $65.060 $60.640 $63.120 $65.600 $82.080 

Labor $700 $700 $1.000 $1.000 $1.000 $1.000 $1.000 

Management 51.000 $1.000 $1.000 $1.000 $1.000 $1.000 $1.000 

Materials and Suppl;es so so so so so so so 
Travel/Lodging $() so $5.000 so so $5.000 so 
Training Expenses so so so so so so so 
Vehide I Maintenance 5150 $150 $150 $150 $150 $150 $150 

Facility Prep I Rent 5620 5620 $620 $620 $620 $620 $620 

~Expenses 52.470 $2.470 $7.770 $2.770 $2.770 S7.no 52.770 

Net Profit 523.630 $50.730 $57.290 $57.870 $60.350 $57.830 $79.310 

Beginning Cash $22.740 $46.370 $97.100 5154.390 5212.260 5272.610 $3.10.440 

Paid in Capital so so so so so so so 57670 

Ending Cash $46.370 $97.100 $154.390 $212.260 5272.610 $330.440 5409.750 

Upgrades: 
2MBRAM 100 
130MB HD 200 
200MB HD 500 
5.25" FOO 200 
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• 
ATC-USA Marketing 

~ Oct Nov Dec Jan 
Product Aqu1sltion Fees so so so 51.440 55.760 
Markebng Revenue so so so 53.600 514.400 
Dealership lnitiabon Fees so so so 54.000 52.000 

Salary Expense so so so so 510.000 
Travel so so so so 54.000 
Lodging $0 so so so 53.000 
Materials so so so so 51.000 
Co-op Adverbsing so so so 5353 51.764 
Overhead (Phone.Supphes.etc) so so so 51.000 51.000 
Total Expense so so so $1.353 $20.764 

Net Income so so so S?.687 51.396 

Note Advertising expense at 2°/o 

• 
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• 
Feb Mar Am May June ~ Aug IOTAL 

Produd Aqu1srtion Fees 57.200 58.640 59.720 $10.800 $11.520 $12.240 $12.960 $80.280 

Marketing Revenue $18.000 521.600 $24.300 527.000 528.800 $30.600 532.400 5200.700 

OeaJership Initiation Fees 52:JOO so $2.000 $2.000 so $2.000 so $14.000 

Salaiy Expense 510.000 $10.000 $10.000 $10.000 $10.000 $10.000 $10.000 $80.000 

Travel $2.000 $2.000 $2.000 $2.000 $2.000 $2.000 so $16.000 

Lcdging SJ.000 $3.000 $3.000 $3.000 $3.000 SJ.000 so $21.000 

MateriaJs $1.000 $1.000 $1.000 $1.000 $1.000 $1.000 $1.000 $8.000 

Co-op Advertising 52.646 ~.528 $4.234 $4.586 $4.939 $5.292 $5.645 $32.987 

Overhead (Phone.Supplies.etc) $1.000 $1.000 $1.000 $1.000 $1.000 $1.000 $1.000 $9.000 

TotaJ Expense $19.646 $20.528 $21.234 $21.586 $21.939 $22.292 $17.645 $166.987 

Net Income $7.554 $9.712 $14.786 $18.214 $18.381 522.548 $27.715 $127.993 

Note: Advertising expense at l9/c 

• 
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• ATO{}USA 
Presents 

• 
ATC-USA COMPUTERS 

The designed for the business professional. Combining the highest quality components at an affordable cost is 
the goal of ATC-USA. 

ATC-USA strives for high performance, affordability and availability. ATC-USA's local inventory assures prompt 
response for your orders and purchases. 

ATC-USA offers a complete line of affordable personal computers. The line includes computer based on the 
80386 and 80486 microprocessors that operate at 33, 40, 50 and 66 MHZ. The standard configuration for each is 
1 MB RAM (4 for 486), 80 MB HOD, color VGA, 14" monitor, 3.5" FOO. 

ATC-USA com:;>uters are easily expandable. The optional components include: 120MB or 200MB hard drives, 
~AM expansion up to 32MB, 14" VGA color monitor, an Ir.tel 80387 or Wettek 3167 math coprocessor for 386, 
9'd a 5.25" 1 .2MB floppy drive. The ATC-USA can be configured for your specific needs. 

The ATC-USA - the smart investment for your business objectives. 

ATC-USA • 5 Concourse Parkway • Surte 2800 • Aflanta, Georgia 30328 USA • Tel 404-512-4024 • FAX 404-512-4096 



ATC-USA COMPUTERS 

SPECIFICATIONS 

Systems 
ATC333 based on 386 SX 33 
ATC340 based on 386 DX 40 
ATC425 based on 486 SX 25 
ATC433 based on 486 DX 33 
ATC452 based on 486 DX2 50 
ATC450 based on 486 DX 50 
ATC466 based on 486 DX2 66 

Key Features 
IBM Compatible 
ISA-bus expansion sic: 
technology 
Desktop small footprint 
design 

Processor 
OPTi62C39/392 chip set 
with high performance 
Write-Back, Direct 
Mapped Cache 
Controller and Tag 
Comparator built-in. 
Socket for optional Intel 
80387 or Weitek 3167 
coprocessor for 386 
AMI BIOS with extensive 
system setup options 
Supports BIOS and 
Video Shadowing with 
Video BIOS caching 
option 

Memory 
RAM: 2MB system 
memory expandable to 
32MB on-board 
70ns SIMMs 
Memory Cache: 64KB 
expandable to 256KB 

110 Connections 
Interface for up to two 
diskette drives, including 
1.2MB a'ld 1.44MB 
Two AS-232C 
serial ports 
One parallel port 

Expansion Slots 
Two XT (8-bit) expansion 
slots 
Six ISA (16-bit) 
expansion slots 

Disk Storage 
One 5.25-inch full-height 
internal drive bays 

Hard Disk Options 
BOMB. 19ms seek time 
IDE 
120MB. 19ms seek time 
IDE 
200MB. 16ms seek time 
IDE 

Monitor Options 
14-:nch VGA 
monochrome 
14-inch VGA color. 
.39 dot pitch 

Power Suppl~, 
230-watt switching 
power supply, 
115V 160Hz or 
230V150Hz 

Keyboard 
101-key mechanical­
type IBM Enhanced 
Keyboard compatible 
12-function keys, LEO 
indicators for CAPS 
LOCK, NUM LOCK, and 
SCROLL LOCK keys 

Dimensions 
17.13 in. (d) x 16.73 in. 
(w) x 4.06 in. (h) 

System Software 
MS-DOS® 5.0 
Microsoft Windows 3.1 
& Mouse {optional) 
System setup utility 

80386 and 80387 are trademarks 
and Intel is a registered 
trademark of Intel Corporation. 
IBM and VGA are registerec:'. 
lrademarks of International 
Business Machines Corporation. 
Microsoft and MS-DOS are 
registered trademarks of 
Microsoft Corporation. Weitek is a 
registered trademark of Weitek 
Corporation. Other prods.Jets, 
brand names, or companies 
mentioned are lrademarks or 
registered trademarks of their 
respective companies. 

ATC-USA 
5 Concourse Parkway 
Suite 2800 
Atlanta, Georgia 30328 USA 
Tel: 404-512-4024 
FAX 404-512-4096 
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Ai• ... !l-SEMBULE 
• Presents 

• 
ATC-SEMBULE 340D 

The ATC-Ser "'•Jle 3400 is designed for the business professional. Combining the highest quality components at a~ 
affordable cost is the goal of ATC-Sembule and the 31\0D represents the best value in a personal computer. 

ATC-Sembule strives for high performance. affordability and av2ilability. ATC-Sembule's local inventory assures prompt 
response tor your orders and purchases. 

The ATC-&Jmbule 3400 features an 803860X microprocessor operating at 40 Mhz. The standard configuration of the 3400 
offers a 40MB hard drive. 2MB ot RAM, and a 3.S- 1.44MB floppy drive. 

Additionally, the 3400 is equipped with ..:. 14• VGA monochrome monitr <1 • • ., ;"' 11onitor card with 256KB video RAM. 

The 3400 is easily expandable. The optional components include: ; ·:1;-. ~ . · ~ 'JMB hard drives, RAM expansion up to 
32MB, 14• VGA color monitor, an Intel 80387 er Weitek 3167 matt1 cuprocesso:: and a s.2s• 1.2MB floppy drive. The 
ATC-Sembule 3400 can be configured ~or your specific needs . 

• e ATC-Sembule 3400 - the smart investment for your business objectives. 

ATC·UBA • 5 Concourse Parkway • Suite 2800 • Adanta, Georgia 30328 USI. • Tel 404-512-4024 • FAX 404-512-4096 

A'fCl·BEMBULE • P.O. Box 15182 • Kampal~ Uganda •Tel 256-41·25749819 256-41-27014617 • FAX 256-41 270918 • Telex 61371 "SEMBULE" 



ATC-SEMBULE 340D 

SPECIFICATIONS • Key Features Disk Storage 80386 and 80387 are 1rademarlcs 

80386DX-based One 5.25-inch full-height and lnlel is a regi::ilered 

personal computer internal drive bays tradematk of Intel Corpolalion. 

ISA-bus expansion slot 
IBM and VGA are regislenld 

Hard Disk Options 
trademarks of International 

technology Business Machines Corpolalion. 

Desktop small footprint 40MB, 19ms seek time Microsoft and MS-DOS are 

design IDE regislered trademartcs of 
120MB, 19ms seek time Microsoft Corporation. Weilek is a 

Processor IDE registered trademark of Weilek 

OPTi82C39/392 chip set 200MB, 16ms seek time 
Corporation. Other producm. 
brand names. or companies 

with high performance IDE mentioned are trademarks or 
Write-Back, Direct registered trademarks of their 
Mapped Cache Monitor Options respective companies. 
Controller and Tag 14-inch VGA 
Comparator built-in. monochrome 
Socket for optional Intel 14-inch VGA color, 
80387 or Weitek 3167 .39 dot pitch 
coprocessor 
AMI BIOS with extensive Power Supply 
system setup options 230-watt switching 
Supports BIOS and power supply, 
Video Shadowing with 11 SV /60Hz or • Video BIOS caching 230V/50Hz 
option 

Keyboard 
Memory 101-key mechanical-

RAM: 2MB system type IBM Enhanced 
memory expandable to K~yboard compatible 
32MB on-board 12-function keys, LED 
70nsSIMMs indicators for CAPS 
Memory Cache: 64KB LOCK, NUM LOCK. and 
expandable to 256KB SCROLL LOCK keys ATC-USA 

5 Concourse Parkway 
110 Connections Dimensions Suite 2800 

Interface for up to two 17.13 in. (d) x 16.73 in. Adanta, Georgia 30328 USA 

diskette drives, including (w) x 4.06 in. (h) Tel: 404-512-4024 

1.2MB and 1.44MB FAX 404-512-4096 

Two RS-232C System Software 
serial ports MS-Dose 5.0 ATC-Sembule 

One parallel port Micrc.30ft Windows 3.1 
P.O. Box 15182 

& Mouse (optional) 
Kampala, Uganda 

Expansion Slots System setup utility 
Tel: 256-41-257498/9 

256-41-270146/7 
Two XT (8-bit) expansion FAX 25e-41-270918 
slots Telex 61371 "SEMBULE" 
Six ISA (16-bit) • expansion slots 

_,~ #' ATC-BllM9Ul-ll 



ATC Dealer Prof.:mna 

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec TOTAL 

Units Sold 40 35 45 70 80 85 90 95 100 100 100 100 940 

Revenue 100000 87500 112500 175000 200000 212500 225000 237500 250000 250000 250000 250000 2350000 

Cost of Good Sold -80000 -70000 -90000 -140000 -160000 -170000 -180000 -190000 -200000 -200000 ·200000 ·200000 ·1880000 

Volume Discount 2000 1750 2250 7000 8000 8500 9000 9500 10000 10000 10000 10000 88000 

Clearing Charges -10000 -8750 -11250 -17500 -20000 -21250 -22500 -23750 ·25000 ·2fi000 -25000 ·25000 ·235000 

Gross Profit 12000 10500 13500 24500 28000 29750 31500 33250 35000 35000 35000 35000 323000 

Service Revenue 2500 2187.5 2812 5 4375 5000 5312.5 5625 5937 5 6250 6250 6250 6250 58750 

Rent 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 12000 

Salary 600 600 1200 1200 1800 2400 3000 3600 4200 4800 5400 6000 34800 

Advertisf,g 2500 2187 5 2812.5 4375 5000 5312.5 5625 5937.5 6250 6250 6250 6250 58750 

Co-op Assistance -1000 -875 -1125 -1750 ·2000 ·2125 ·2250 -2375 -2500 ·2500 ·2500 ·2500 -23500 

Overhead 2000 1750 2250 3500 4000 4250 4500 4750 5000 5000 5000 5000 47000 

Total Expenses 5100 4662.5 6137.5 8325 9800 10837.5 11875 12912.5 13950 14550 15150 15750 129050 

Ne'. Profit 9400 8025 10175 20550 23200 24225 25250 26275 27300 26700 26100 25500 252700 

MAX UNIT SOLD 100 

Retail Price 2500 
Clearing Charges Rate 0.1 

Base Dealer Discount 0.2 

Volume Discount Level #1 25 
Volume Discount Level #2 50 
Overhead as % of Revenue 0.02 

Customer with Service Contract 05 
Service Contract Fee (% of Price) 0.05 
Advertising Rate 0.025 

Co-op Advertising Rate 0.01 

Individual Salary 600 
Employees per Service Contracts 50 

e • • 
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SUMMARY OF THE JOINT VENTIJRE AGREEMENT ESTABLISHED 
(PROJECT PROFILE) 

COUNTRY: Uganda 

I. PROJECT TITLE : Peanut Processing Plant 

2. PROJECT ST A TIJS: Plant is operational - this is an expansion 
Feasibility studies are under way 

3. SPON;:,OR: United Farmers Co. Ltd. 

4. ADDRESS: P.O. Box 40251 
Kampala Uganda 

5. TOTAL 
INVESTMENT: S 210,000 

6. EQUITY SHARE: 

7. 

8. 

SPONSOR 70% 

USA-PARTNER 30% 

EACH PART CONTRIBUTION 
SPONSOR'S: S 130,000 

USA-PARTNER'S: S 80,000 

ORGANIZATION AND MANAGEMENT 

Local Sponsor will continue the management of the plant 

US Partner will provide operational funds to increase production by 40% 

US Partner will provide expertise to atcess foreign markets PT A and Eastern Europe. 

9. AGREEMENT/DOCUMENT 

10. 

11. 

12. 

13. 

Once feasibility study is completed negotiations will begin 

SPONSOR: 

ADDRESS: 

TOTAL 

United Farmers Company Limited 

P.O. 801 40251 
Kampala, Uganda 

INVESTMENT: S210,000 

EQUITY SHARE: 
SPONSORS 70% 

USA-PARTNER 30% 
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INDUSTRIAL PARTNERS PROGRAl\1 FOR AFRICA llPPAI 
WITHIN THE 

FRAMEWORK OF THE 
INDUSTRIAL DEVELOPMENT DECADE FOR AFRICA llDDAI 

INDUSTRIAL INVESTMENT PROJECT PROFILE 

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATIONS 
IUNIDOI 

& 
ATC-USA, CO. 

A PARTNERSHIP FOR AFRICAN INDUSTRIAL DEVELOPMENT 
DECEMBER, 1993 

• 
ATC-USA• c, <:C:n•nw·.,, f':1•kw.i·1 '"l111fP. ;moo• Ail,1nr.1 Gwww1 .1012R USA• TP.1404-'ll:?-4024 •FAX 40.1.r;1;> .. 10'.:lli 

ATC-SEMBULE • :1 () ·;, ! ! -, ! •I;' • l<':1mp;il;i 'Jr1;iwl:-i. r,,1 ~',fi .11 ~r,7,\')R/') 2s11 .. 11.27r, 1411.7. FAX 2'in .11 ;:;r,') rn. T r·I·~·' 1 
171 c;EUfl 1 

JLE 
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INDUSTRIAL INVESTMENT PROJECT PROFILE FOR IPPA UNI DO-GEORGIA 
DECEMBER 19Q3 

COUNTRY: KENYA PROJECT# 006 

PROJECT TITLE: FRUIT JUICE PROCESSING SUBMISSION DATE: 12-18-93 

Project Description/Briefl~· 

PROCESSING SEVERAL KINDS OF FRUIT JUICE.CURRENTLY SUPPL YING TO LOCAL 
MARKET AND EUROPEAN MARKET ... 

Part A - lnfor!llation on the project 

I. Technical Aspects 

1.1 ls the project a new enterprise or expansion modernization of an existing one? 
-EXPANSION & MODERNIZATION 

1.2 Has this project been promoted before? Yes1No: NO 
If yes. when: By which organization ........................... . 

1.3 Product(s) to be manufactured: 

PRODUCT QUANTITY UNIT PRICE 
PLEASE SEE ATIACHED BUSINESS PLAN 

1.4 Market (Domestic. Export): 

1.4. l What percentage of production gees into domestic market? _ 40% 

1.4.2 What share in the domestic market it covers? _ 70% 

1.4.3 What percentage of production is designated for export')( name and respective 
percentage) _ 80% 

1.4.4 Other potential markets? (if any) 
-THE MIDDLE EAST. USA & OTHER AFRICAN COUNTRIES 

1.5 Plant capacity (as detailed as possible) 
--=PLEASE SEE A TI ACHED BUSINESS PLAN 

1.6 Manufacturing process (as detailed as possible) 
~FRESH FRUIT PROCESSED TO PRODUCE HIGH QUALITY JUICE 

I. 7 Manpower 
Indicate estimated personnel requirements and average monthly wages inclusive of all 

allowances and benefits: 

Mon1hly1Salary/ 

Manpower Numher Person {Local currency} 

:'-.fanagcment 4 CONFIDENTIAi. 



• 

• 

• 

Clerical 5 

Technical Supervision -3 

Skilled Labor 5 

Semi-skilled labor 4 

Unskilled labor 6 

Seasonal labor 5+ 

Total 32 

1.8 Raw materials and other inputs 
Indicate quantities required and unit prices 

Quantity 
(per year] 

1.8.1 Domestic (90%) 

1.8.2 Imported ( 10%) 

Unit Price 

1.8.3 for materials which have to be imported, indicate customary sources and specify 
import duties, where applicable: 

1.9 Utilities 
Indicate quantities required and unit prices for the following utilities: 

Utilities 

- Fuel [oil. gas, coal, etc.] 

- Electricity [Kwh) 

- Water [own borehole]m3 

- Other 

Quantities 
(per year) 
SEE BUSINESS PLAN 

Unit Price 
(Local currency) 

I. I 0 Plant location and availability of infrastructure facilities: (as detailed as possible) 

I. I 0.1 Location and reason for selection of site '"" 
-CLOSE TO NAIROBI CITY, BECAUSE IT IS CLOSED TO THE MARKET 

AND TRANSPORTATION. 

I. I 0.2 Availability of infrastructure 
Yes No 

Water Supply =SEE ATTACHED BUSINESS PLAN 

Power' ,inc 
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Roads. rail. water. air. etc. 

Postal & communication services 

Financial Aspects 

2.1 Total project cost. broken down into land. construction. installed equipment. and 
working capital. indicating foreign exchange component: 

Fixed Investment 

Land 

Buildings 

Machinery & Equipment 

Furniture/fittings 

Working Capital 

Pre-operational expenses 

Interest during construction 

Provision for contingencies 

Total 

Local 
Currency 
Component 
[In USS) 

Foreign 
Currency 

Total 
[In USS)[ln USSl 

SEE ATTACHED BUSINESS PLAN 

2.2 Proposed financial structure. indicating expected source~ ::.i1u tenns of equity and loans: 

Equity 
Long-term loans 
Medium-tem1 loans 
Short-term loans 

Total 

Local Foreign 
Sources Sources Total 
[In USS][ln USS] [In USS) 

SEE ATTACHED BUSINESS PLAN 

2.3 Is local development bank in principle willing to consider participation in the project? 
lfno. '>"hy? =YES 

2.4 What is the local investors equity contribution to the project (as detailed as possible) 
BUILOING, LAND. MANPOWER, AND INITIAL CAPll AL.. ... 
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3. Foreign Contribution Desired 

Indicate whichever is needed among the following: 

-X- Equity Participation 

-- Loans 

-- License and know-how 

--X- Machinery & Equipment 

--X- Access to Foreign Markets 

-X- Technical collaboration 

-X- Management 

-- Training 

-- Other 

4. Project study available (if available provide copy): 

--Prepared by: A TC-USA, CO. 
-X- Pre-feasibility 
-- Feasibility 
-- Other: BUSINESS PLAN. PAST REPORT BALANCE SHEET 
-- None 

4.1 Information on profitability and return on investment (as detailed as possible): (important) 
=PLEASE SEE ATTACHED BUSINESS PLAN, 

5. Currency exchange rate used: 

Date: 12-18-1993 

Rate: 68 K.SHILING 

Part B - Information on Project Sponsor(s) 

I. Name of company: 
Contact person: 
Address: 

Telephone: 

OLYMPIC FRUIT PROCESSING LTD. 
MR. PETER N. NGANGA 
P. 0. BOX 28935, NAIROBI, KENYA 

254-2-225815 

2. Present line of business: FRUIT JUICE PROCESSING 

3 . Annual turnover (gross sales) (in US$) CONFIDENTIAL 

4. Present ownership including equity distribution: :i0% -50% 



5. Bank connections: (Name Address) AVAILABLE UP ON REQUEST 

• 6. Year of establishment: 1991 

7. Number of employees: 20 

Signature of Project Sponsor Signature of Consultant/Coordinator 

I~ 1'/ C./'7 <J t DA TE: / 2.- - I t... - _/ ~ -~ ;...... , ... ----. ' ,_ , -----

• 

• 
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BANKIYA 
TAIFA LA KENYA 

LIMITED 

NATIONAL 
~ BANK OF KENYA 

LIMITED 
MOI AVENUE P.O. BOX 72487 NAIROBI KENYA 

Tetephone: 229541. 331780, 223154 

TO WHOM IT MAY CONCERN 29th December, 199~ 

RE: OLYMPIC FRUIT PROCESSORS LTD. 

this is to confirm that the above company has been banking with us 
since 1988. During this period the Bank has extended some banking 
accomodation to the company. 

'nle Bank will consider co-financing the company subject to the 
company fulfilling bank lending regulations at interest ruling 
at the tim~ of lending • 

Yours faithfully, 



• 

I 
j 

·1 J 
.l 

J ·c 
I 

... 
rJ J 
.... 

~ J 
d 

~ 
I 1 
r • 

·~~,, ,., 
'-:- ~ ---·-- -· 

OLYMPIC FRUIT PROCESSORS LTD . 

PROSPECTUS 

December 06/1993 

- -· 

CARGEN HOUSE HARAMBEE AVEl\luE 
P 0 BOX 28935 NAIROBI. l':ENYA 
TEL 225815 217814 NAIROB: 22532 THIKt. 
TELEX 25650 NAIROBI 
FAX No 12$4) 2 337275 
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OLYMPIC FRUIT PROCESSORS LIMITED 

Share offer 

This prospectus has been prepared to provide information 

that is deemed necessary for the purpose of investing in 

Olympic Fruit Processor Ltd (OFPL). All the shares on 

offer will be issued to only one investor preferably an 

institution or reputable individual. The prospectus is 

therefore aimed to a selected audience who the 

shareholders consider as a reliable joint venture 

partners. 

The directors of OFPL accept responsibilh.:y for the 

accuracy of information provided in this document and any 

aatter of judgement and is made in good faith and 

considered to be realistic for both longterm planning and 

for interested shareholders. 

The ordinary shares being offered will rank pari passu in 

all respects with the existing ordinary share capital of 

the company and will be entitled to participate in full in 

all dividend or other distribution hereafter declared on 

the ordinary shares of the company. 

Reaaons for of fer 

The shares are being offered in order to strengthen the 

capital base of the company, improve the working capital 

to be able to sustain reliable export business 

without undue financial 
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OLYMPIC FRUIT PROCESSORS LIMITED 

following the liberalisation of interest rates the short 

term borrowing from Kenya Finance Com?any (KFC} cannot be 

sustained any longer and the rate charged thereon impac~s 

adversely on the company·s competitiven~ss. 

Placing statistics 

Price per new ordinary share Shs 100 

Capitalization of KFC after sale Shs 40 mio 

Current shareholders stake Shs 50 mio 

New share of fer proceeds after sale Shs 75 mio 

Proportion of new share capital 60 ' 

Kev information 

Company: Incorporated in 1988. 

Turnover: In 1992 total turnover of Shs 8.2 million of 

which 50% was exported. 

Business: The principle activity is the manufacture of 

juices - concentrates and single strength. 

Legal status: Limited liability company 
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OLYMPIC FRUIT PROCESSORS LIMITED 

Location: Juja. Kenya 

Employees: 9 

Capacity: 800 kgs of fresh fruits per hour 

Share capital: The authorised share capital is 2000 shares 

of Shs 100 and all shares are issued and fully paid. The 

authorised share capital will be increased to accomodate 

the new issue. 

Current share holding: 

Mr. Pete1· G.N. Ng'ang'a 50 % 

Mrs. Keziah W. Ng'ang'a 50 % 

Short term lenders Kenya Finance Company 

secured by company assets Shs 40.0 mio 

Bank overdraft secured by current 

shareholders Shs 3.0 mio 

Unsecured credits Shs 12.0 mio 

Total indebtness (estimated) Shs 55.0 mio 
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OLYMPIC FRUIT PROCESSORS LIMITED 

The offer: OFPL is planning to increase the share capital 

to Shs 12~ million by selling an additional 750,00C shares 

at a price of Shs 100 for each . 

Purpose: The net proceeds of the offer will be applied for 

a debt/equity swap for KFC and to increase stocks of raw 

materials. 

THE COMPANY 

1. Legal status 

The company was incorporated as a limited liability 

company in 1988 with the sole objective of processing and 

selling fruit juices and consentrates. The company·s 

registered off ice is in Cargen House on Haram.bee avenue, 

Nairobi b,.t the factory is located at Juja 32 kilometers 

from Nairobi along the N~irobi-Thika Highway. 
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2.-.:- ..mershiL 

Ac~ rding to the company·s Memorandum and Articles of 

As~ ·ciation, Mr. ar.d Mrs. Ng·ang·a are the sole 

sh~~ebolders of Olympic Fruit Processors Limited whose 

au'horised share capital of KShs 200.000.00 is fully paid 

wit~ Mr. Ng·ang·a and Mrs. Ng·ang·a owning 50% each. 

Sh:ireb.Older 

% 
: 

: 

Mr.P. ~g·ang 
. a 

~ 

. 
50% ~ 

.· 
-Mrs.K._ Ng -ang 

~% 

1'tal 
.ll'.m. 

--.. 
'!· .. . 
l 

' 

No. of Par value Paid-up 

Shil1:£5 f Sh&l CA~itill 

1.000 100 100.000 

a l.QOQ 100 lQQ,QOQ 

2,00Q 200,QQQ 
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OLYMPIC FRUIT PROCESSORS LIMITED 

J... Board of Directors 

By virtue of t:h:·ir shareholding in the company. Mr. and 

Mrs. Ng -a..,g- a are the only Di rectors of the company with 

Mr. N~·ang·a as the Chairman and Mrs. Ng"ang·a the 

Secretary . 

4. Management 

The management: organisation of Olympic is structured with 

Mr. Peter G. Ng"ang·a being the Chairman and Managing 

Director assisted by his wife Mrs. Keziah Ng"ang·a as the 

AdminiFtrative Director. The two Directors are assisted by 

an accow1tant, two Production supervisors, a laboratory 

assistant, two clerks, a typist and a driver. This team is 

assisted by a group of casuals who are hired when and if 

necessary. 

5. General Management 

The general management of the company is under the care of 

Mr. Ng·ang·a who is the Managing Director. Mr. Ng"ang·a is 

a graduate from American University of Beirut (Lebanon) 

with a diploma in Business Administration. Prior to 

setting up Olympic Frui~ Processors Limited, Mr. Ng"ang·a 
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OLYMPIC FRUIT PRC~SORS LIMITED 

was working in one of the major transport companys in 

Kenya. He has worked in his own clearing and fowarding 

firm which was involved in the expert business but the 

firm has closed down since. He therefore has vast 

knowledge in commodity trading and export markets. Mr . 

Ng'ang·a is a widely travelled person who has visited 

Israel and parts of Europe for trade fairs relevant to the 

enterprise. At Olympic Mr. Ng'ang'a is responsible for all 

major management decisions. marketing and p~blic 

relations. In addition Mr. Ng'ang·a looks after the 

family's farming interests which include a 450 acre coffee 

estate where it is proposed to set up a nucleus for 

passion fruits at a later date. and other investments. He 

is also a Director in other companys. 

6. AOministr9tion and Finance 

The administration of the compnay is in the hands of Mrs. 

K. Ng'ang·a who is a graduate from Kenyatta University 

Collage in Nairobi with a Diploma in Education having 

majored inBiology. After graduation she taught in various 

Kenyan secondary schools for a period of ln years before 

joining her husband in the family business. At Olympic, 

she is in charge of finances and purchasing. 

• 
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OLYMPIC FRUIT PROCESSORS LIMITED 

7, Accoµpt.ing 

The accounting funtions are overseen by Hr. S. Njuguna(37) 

who is an wAw Level Certificate holder with CPA 1 Section 

He has been with Olympic since 1992 and has worked in the 

accounting and administration sections in several other 

companies. 

8. Production 

The production department is manned by two production 

supervisors. Mr. N. Onyango(30) has a Diploma in Food 

Science and Technology from Kenya Polytechnic. He joined 

OFPL in 1991 after working in Kenya Breweries for 8 months 

and in Oil Extraction Limited for two years in the 

production line. Mr. J.C. Mwaiseghe(Jl) is also a holder 

of Diploma in Food Science and Technology trom Egerton 

University. Prior to joining OFPL in 1992, Mr. Mwaiseghe 

was working in Elite Oil Limited as a production 

supervisor for one year, Premier Flour Mills for one year 

as a laboratory technician (6months) and for Kenya 

Breweries (one year). He works hand in hand with Mr. 

Onyango. 

In addition to the above team of management and skilled 
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OLYMPIC FRUIT PROCESSORS LIMITED 

employees. the company has about 120 casual workers. 

It is anticipated that by running three shifts some 300 

jobs will be created . 

Sourcing of raw materials 

The principal raw materials used by OFPL in the 

manufacturing of its products are the purple passion 

fruits ( passi flora edulis), apple or ngowe mangoes, 

valencia oranges, pineapples and canjey tomatoes. These 

fruits are sourced from within the vicinity of factory 

within a 100 miles radius and from different areas in 

Kenya and the national production statistics as at the end 

of 1991 are shown in appendix 1. 

Passion 

The main growin~ area for passion is Central Province 

which produces more than 50% of the total national 

production. Within the Province, Kiambu and Muranga 

Districts alone produced 2,400 tonnes and 2,000 tonnes of 

passion respectively as at the end of 1992. Most of the 

productionis under rainfed conditions except on large-

scale farms which are irrigated and where passion is 
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OLYMPIC FRUIT PROCESSORS LIMITED 

mainly grown for export. Other areas of production 

include Eastern Province which produced 4.925 tonnes 

during the last crop season. The main crop seasons are 

between November and April. 

The crop husbandry of passion in the Country is improving 

and production is projected to increase significantly. 

Prices for passion are seasonal ranging between Kshs 5.00 

during the high season and Kshs. 6.00 during the low 

season. It can be safely conclude~ that passion fruits 

are available in the right quality and adequate amounts 

for processing and competition . 

Orapges 

The major producing areas of oranges in Kenya are the 

Eastern, Coast and Rift Valley Provinces. The most 

suitable type of orange for processing is Valencia orange 

which mainly grows in Kwale and Taita-Taveta District of 

Coast Province. A total of 14,000 tonnes of valencia were 

produced in Coast Province and some smaller quantities 

were produced in Eastern Province. There are adequate 

supplies of oranges for the company. 
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1 • • • Besides fruit processors. the fruits are also bought by 

exporters and brokers for the fresh fruit markets. 

Selling prices are based on weight and/or units. However 

the prices range between Kshs 5 and 7 per kg depending on 

the season and t~e area. There is potential for increased 

production provided farmers are given the right 

incentives. 

~ Mangoes 

j Coast and Eastern Provinces are the main sources of 

• 
mangoes in Kenya. In 1992. Coast Province (Kwale, Kilifi 

and Lamu) alone provided more than 80,000 tonnes of 

j mangoes, mainly ngowe and apples varieties. There are two 

main production seasons March to July and September to 

,J December depending on the region . 

. J It is however evident that Kenya has adequate eupply of 

J 
mangoes for export, local fresh fruit market and for 

processing. The prices of mangoes range between Kshs 7 

J and 9 per kg. 

i· 
.J Tomatoes 

J Tomatoes are grown in substantial quantities throughout 

:, 
.J 
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the country of various varieties. The most ideal 

I • varieties for processing is M82 which grows in nearly all 

J 
the suitable parts of the country. In 1991. more than 

300.000 tonnes of tomatoes were produced in Kenya. 

J Tomatoes are produced under rainfed conditions and 

irrigation and the potential is not fully exploited. The 

J peak season is however between June and July. 

J The factory grade tomatoes sell at between Kshs 5 and 8 

• J per kg .. 

: . 

;e Production 

iJ The plant has a theoretical installed capacity of about 

" .J 
800 kg per hour and assuming 300 working days in a year. 

theplant can process 3840 tonnes of raw materials on a two 

.J 
shifts per day. However. since inception the company has 

never operated at more than 10% of the installed capacity 

.J due to cash-flow problems . 

.J Production process 

t 
.J The production process involves sorting and washing of the 

fruits loading them onto the hopper. The fruits are fed 

,. .J into the crashing machine and passed through a pulper i. 
': .J 
I 

l .! 
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OLYMPIC FRUIT PROCESSORS LIMITED 

before the extracted juice is collected into a holding 

vessel. The juice is then received in a holding tank 

centrifuged and stored in the second holding tank. From 

this tank the juice goes to the plate heat exchange 

(pasteurizer) before going into the evaporator 

(concentrator) at a certain temperature. After 

concentration the juices passes through the holding tanks 

again into the chiller to lower the temperature and 

finally filled into drums for weighing. The concentrate 

is coded and subjected to various tests for acidity and 

brix level during the process. The plant also has a 

facility to can the juice but this is not fully automated. 

In the practice, the fruit processing is split into three 

lines: passy press for passion fruits, citcostar for 

citrus and a line for processing pineapple, mango and 

tomatoesalternatively. The three lines operate separately 

right through to the tilling machine for ready to drink 

juices but the lines at the centrifuge operation such that 

from centrifuging onwards, there is only one concentrate 

line. 
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OLYMPIC FRUIT PROCESSORS LIMITED 

Machinery and Equipment 

An assessment of the machinery indicated that the plant 

requires additional balancing if the company has to 

achieve the rated capacity of 800 kgs per hour. It is 

estimated that an investment of betweeI"..n Kshs 25 - 35 

million would be required. 

The plant is capable of making single strength, ready to 

drink juices and the concentrates. Tthe conversion rates 

vary from one fruit to another ranging between 6% for 

oranges to 25% for mangoes depending on the required brix . 

So far the product quality has been improving over time 

but there is room for improvement especially for the 

sensitive and competitive export market. 

The plant is relatively new and is well maintained but 

under-utilised. Most of the spare parts are imported but 

others are fabricated by local engineering firms which 

also assists in repairs and maintenance. The company has 

spares 

worth three million shillings in store. However, the 

plant needs reliable plant maintainance back up and 

workshop. 
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OLYMPIC FRUIT PROCESSORS LIMITED 

Marketing 

Olympic products are processed for both local and 

international markets. Pineapple. orar.ge. passion and 

mango concentrates are 11ainly for the export markets . 

Olympic exported very little of its production over the 

last 3 years. In 1991 and 1992 it exported less than 50 

tonnes in passion fruit concentrate (45% brix ) to 

Switzerland at an average price of US$ 4000. Between 1992 

and 1993 Olympic confirmed orders from different European 

companies but could not meet the orders due to lack of 

working capital. One can argue that since Olympic does 

not have enough working capacity, it is difficult to 

mar~et its products aggressively. 

Price CompetitiPD 

A comparison of Olympic and international market prices 

shows that Olympic is offering competitive prices. 
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OLYMPIC FRUIT PROCESSORS LIMITED 

Economic ·mpact 

The project has the potential to be a major foreign 

exchange earner anC. "1iill generate ]ncomes and employment 

for numerous small scale farmers in the rural areas. 

CURRENT STATUS OF THE COMPANY 

On the basis of recent estilllites OFPL is currently worth 

about shs. 100 million financed as follows: 

- Shareholders funds - shs 50 million 

- Short-term loan (KFC) - shs 40 million 

- Creditors (Bank 0/0) - abs 10 million 

shs 100 million 

Currently we are seeking for additional equity funds of 

the order of shs 55 million to effect debt equity swap for 

the short term lender and to settle the bank as well as a 

loan of say shs 20 million working capital and balancing 

some of the production equipment. This would be deemed as 

the first phase for invitation of potential 

shareholder( s). 
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OLYMPIC FRUIT PROCESSORS LIMl'f£D 

future Expansion programme 

The second phase wo~id entai! capital expenditure on 

fundamental improvement on the current production process 

incorporate the following: 

Aseptic packaging 

- Recyclable packing system 

- Aroma/essence recovery and packaging unit 

- Installation cf larger capacity centrifuge 

Additional cold room and equipment 

- Improvement in the steam conveyancing system 

- Weigh bridge 

- Fruits storage capacity 

- Furniture and equipment - Coaputer, Telefax etc. 

- Yard concreting and land scapping 

- Contingencies 
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OLYMPIC FRUIT PROCESSORS LIMITED 

We do not have quotations for these items but estima~e 

them to cost in the region of say shs 25 to 35 million. 

We would envisage part of these funds being injected by 

way of further equity so as to have a strong gearing 

ratio . 

Once the company has been put on sound financial footing 

then the expansion can be considered . 

------------------------
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TABLE 1 

rROVJNCES 

Central 

East em 

Wes!cm 

!"~·:.nza I 
RYailey I 

(fot:ii I 
Citrus 

Central 

Coast 

Eastern 

\\'estern 

Ny:in1.a 

RI\' alley 

Nairot-ii 

N/E:istcm 

ToL,I 

M:ango 

Central 

Coast 

Eastern ' . 
Western 

Nyanza 

R/Valley 

N/E.1stem 

ToL1I 

Tom:alnes 

Centr:il 

Coast 

Western 

Eastern 

Nyan1A1 

R./Valley 

Nairnhi 

Total 

Pine:appl~ 

Centrnl 

Coast 

East em 

Western 

Nyan1.a 

R/V:1lley 

Total 

PRODUcnON STAnmcs 1'90/91 

HECTARANGE (Ha) PRODUCJlON (Mt) 

1990 1991 1990 1991 
368 520 2935.~ 5053 
407 432 2866 3295 

50 I 108 «s I 648 

15 I 14.," . --- I 150 I 4638 

Ii: ! 260.S I 1384 I 2621.8 

1073 : 1463.3 1 83Sv_25 16255.8 

666 400.S 4093.S 1970 
5613 5786 26261 41990 
8422 8698 109183 105203 
1208 1127 9660 8302 
821 i41 4348 13950 

2237 253-t 35Z70 19459.9 
30 N/R 84 -
34 102 -

19031 19286.S 189001.S 163874.9 

237.8 252 3533 3694.S 
5267 5707 47445 53914 
29i5 3039 15422 23810 
215 253 1600 1706 

679.5 675 6498 7087.S 
194.5 246.6 1945 3781.9 
48.5 233 

9617.3 101i26 76676.8 93993.9 

6030 76i78 110384 12682600 
709 842 7867 8030 

1910 - 34020 -
2252 2420 58644 66435 
1113 1250 27866 35453 
2::?45 3039.S 51274 62937.6 
260 215 7800 5160 

126}6 14066.S 264249 288399.6 

4825 4851 328430 329770 
1290 1112 21550 17025 

18 - 86 -
892 930 13850 13632 
786 1185.7 9659 7804.9 -136 243 2788 10472.6 

794·, 8321.7 37063 378704.5 
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OL 1"1fPIC FRGIT PROCESSOR LTD 
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Fr~it juice extrac~io~ frcce££i~~ :ine 
to;ether wit~ packins, pastE~ri£i~g in 
stain:ess steel AIS! 30~ by "Eer~~==i" 
of Italy. 
Sorting conveyor and washing tank with 
loading conveyor. 

Passypress for passion fruit crushing. 

Passion fruit extractor and se?erator. 

Mango destoner and pulp and peel 
sc~arator together ~ith s~p~orting 
s~ruc~ure and guard ~:ates. 

c~~~o£~ar c:trus juice extrac:or and 
se~arator wi~h loading con~eyor. 

Ji:icc: coll(:cting bins O!'. ca~tor 
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OLYMPIC FRUIT PkOCESSORS LTD • 

E~apcrator tc~er for juice 
concentrat~on a~ a rate of 300kg/h of water 

~~o sc: ltr. ~~xi~g tanks. 

Do~ble stase extractor p~~?, MoniY. 33 v . 

Plate cooler with ~ono-blocY. chiller 
wi~h heat exchanger utilizing glycolate 
~ater and refrigeration coM?ressor. 

Or~~ filling un~t with roller con~eyor, 
dr~~ filling scale and a~to~atic juice 
st~t-c:f control. 

Intercc~nccting pipe-wor~. 

7~~ =:xin; ta~~s o: 500 ltr. eac~ 
car:ic i :.;·. 

7h~r~c~lash 500 plat~ pasteuriser with 
a ca?~c:ty of 500 ltr.'h~. 

:;l..~ :-;.: .. ~to~,atic ::>r1e~:~.:.:.1cZllly or:·t:.:·~t.ed 
r ' r. - r-. ~ 5 r . ..:.,: f : l l ) n g ~ :'"; :. t . 
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OLYMPIC FRUIT PROC~:ORS LTD. 

Rotote~ 2, tunnel pasteuriser ~ith 
roller conveyor ano stea~ heater. 

Intercc~nectinq piping and val~e! 
tcget~er with the suctio~ elec~r:c~: 
control panel. 

650 kg/hr capacity boiler ~ith 
dist1ibution piping, fuel oil tank, 
header tanks and feed-water pu~p. 

Laboratory equip~ent comprising 
centrif~ge, Ph ~eter, rricrosc::>?e, 
consistometer, vacuum gauge, p~ess~re 
gauge, bottle ?ress~re tester, car. 
pr~ssure.tester p~~?• micrometer, tin 
s~~~s an= four re:racto~eters. 

Air co~~ressor unit model LE 5. 

":-:0:jor" hig:-. prc::-~·..::-e, elc:ctr;.c::::~· 
hea~ed stea~ c:ea~er. 

\·:ate:r cooling t.o·..:0!" r.iodr;: GRJ· .. SC 
~ith fc~ced dra!t air f~o~. 

Co~plc~ent of spare part& ess~~~:3! 
to maintaining a continuo~s c~0ra:1on 

·::>f the ?lant. 
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OLYMPIC FRUIT PRO~ESSORS LTD. 

~i~i~:c~a: :ab~r~tor7 e~~ip~e~t 
co~?rising "OHAUS" balance scale, 
glass flasks and retorts and a 
6ir.. he~t sealer. 

~~~r. elec~rical installations 
co~;rising the connectic~ to pole 
s~p~ly an~ the transfor~er, ~ain 
rece:i~:ing s·.-:itchtoard a!"ld 
distributio~ ~iring to ~ain 
consu~ption locations. 

"J & E Hall" type V11 refrigeration 
cornpresscr No.325-008 with a forced 
draf~ coldroo~ heat exchar.ger and 
interconnecting piping. 

"Salbrave" platforn scale - 500kg. 
~~o. 4 7 3 41 4 / 7 0. 

10,000 ltr. treated water tank on 
20ft. hig~ stand together with a 
water ~reatnen~ plant and low-level 
concre~e collection tank. 

"Braith~aite" 14,000 ltr. fresh 
~~te~ st~rage ta~k on a~ 16!t. high 

142 ~ctre deep borehole with full 
casins a~d "Grundfos" borE-hole pump. 

YVC 046 Peugeot 504 pic~-up. 
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OLYMPIC !RUIT PROCESSORS LTD. 

KXG 577 Isuzu HTR. 114 lorry 
with high sided steel body and 
roof hoops. 
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OLYMPIC FRUIT PROCESSORS LTD. 

Th~s !ac~cr~ has bee~ e~~a~:~r~~~ fer 
the purp~se of extract~n; juice ~re~ 
Passionfruits, Mangos and C~~r~s fr~its. 

The main processing lines have been 
imported fron M/s. Bertu=~i SPrt of Italy 
and although the original pro-fcr~3 
invoice was dated 21st sei:-ter::ter 19c2, 
Mr. P. Ng'ang'a had obtained t~eir 
agreement to sup~ly the cnits a~ the 
sane price in late 1990. The fac~ory 
was only commissioned for oper-atior. ec.rl:y 
in 1991 hence the relatively scall 
difference between the depreciated 
replacement cost and the full reinstate~ent 
value for insurance purposes. 

Included with the extraction process is a 
centrifugal particle separatic~ unit, ~ 
pasteurizer, a concentration 1 evaporation 
tower, a sm&ll can capacity packing unit, 
a 300kg. drum packing section and a 
conveyor type final sterilizing reachine. 
Together with these sections are the 
supporting ancillary units of stea~ boiler, 
water chilling towa~ anj coldro=~ st~rage 
down to - 15°C. 

A borehole and pump supply the ~ater 
req~irements via ~n elevate~ Braithwaite 
14,000 ltr. capacity tank,a~d a special 
collection and purif icsti6n syste~ ~it~ 
another 10,000 ltr. elevated st~rag0 ta~k 
is nearly rea~y for cc~~issionin;. 

Our valuatio~have bee~ car=ied o~t en t~[ 
ba~is of depreciated r~insta~c~~~~ c~s~ 
~ith lhe exception of t~c mete~ vt::~:c:c~ 
which are based on cc::j:a;isc.·ns .,,·ith t!·.'2 
mar~:et tr-end. 

Tl":e over?.11 figures are only whilt:: tLc 
eq~iprnant continues to be u~ilise~ as 
pa:-t o! an e=ono~1cally viahl~ b~sin~:~ 
cc.ncern. 

T~1E· fu:l reinstateme:it cc!:'t£ !=--~~l"J::tA· t:·,r: 
s '"" r) p 11 (; :- ' s cur r c ,, t q u (": c:.: ::: 0 s ~.. ·~ 0 ·,; l-.: c :·. :-. ::. . 
b c !:'· n a c ~ e: d the r c 1 e ·;a;-,~ : :: ; c !." t e ;.: '."' e :-. ::: s .s , 
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FLO\V DI.AGRili\1 

RECEIV~~G - CONVEYOR BELT ELEVATOR 

I 
L 

WASH ELEVATOR 

PULPING 
Pf:ATFORM 

·. I ,,,, 
PULPER/ 
FIN1SHEil 

RECEIVING TANK 
PUMP 

CITRUS 
MANGO 
TO.MATO 
PASSION FRUIT 

500-200 KG/HR 
2- 2.5T/HR 
2.5 - 3.0 T/HR 
800 KG/HP 

HOLDING TANK i HOLDING TANI: 

'' 'HOLDING 
;t'ANK 
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EVAPORATOR 

:..--------
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HEAT 
EXCHANGE 
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SUMMARY OF THE JOINT VENTURE AGREEMENT ESTABLISHED 
[PROJECT PROFILE] 

COUNTRY: Uganda 

I. PROJECT TITLE : Packaging Plant for Paper and Plastic 

2. PROJECT ST A TUS: Feasibility Study in progress 

3. SPONSOR: 

4. ADDRESS: 

Tindamanyirek K. Giaudioso 

P.O. Box 526 
Jinja, Uganda 

5. EQUITY SHARE: 
SPONSOR 51 •;. 

USA-PARTNER 49•/e 

6. ORGANIZATION AND MANAGEMENT 

Local Sponsor would provide suitable for location of factory 

Local Sponsor would provide basic managerial skills 

Local Sponsor would provide adequate labor pool 

Local Sponsor would provide processing of lnveston license. 

US Partner would provide machinery and equipment technology and training 

US Partner will provide management expertise and training for a determined period after 
which local management will be trained. 

US Partner will provide marketing expertise to expand into PT A market as well as local 

7. AGREEMENT/DOCUMENT 

8. 

9. 

Feasibility study being conducted - once complete, negotiations will commence 

SPONSOR: 

ADDRESS: 

Mr. Tindamanyirek K. Gaudiso 

P.O. Box 526 
Jinja, Uganda 

10. EQUITY SHARE: 
SPONSORS 51°/o 

USA-PARTNER 49•; • 
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Oacet1ber 24, 1993 

~r CUrtis J Bull, 
Preaident1 CEO 
SENTRY Plaatic• and Packa9ir.91 Inc 
Post Office 8ox 1162 
Atlanta, Ceorg1a 30310 

Dear ftr Bull 

R•& Letter Of Jnterast ror Joint Venture Packaging·&uainess 

P.9 

There is a high deaand tor high quality packaging for both export 

and locally •old commodities in Uganda. As per r•aearch and obaerva­

tion of Plr Barlow, there is currently a feasibility being undertaken 

by UNIDO in Uganda to validate the neede (S•• attached Uganda 

lnve•tment Authority log). 

We anticipate the need ta exceed thoae outl~ned in the attached 

uK(NYA'S PACKACINC OV£RUI£W", the sa•e situation exi•ts in. Uganda •. 

we in Uganda are interested in forming a joint venture packaging 

business with foreign investars. 

following our var1oue diacu••ione with "r Cl'luck Barlow, your 

representative and ftr "•tthe• Cii•hila, and a revieM of the infor•a­

tion you sent •• regarding Sentry Plaatic:s and Packaging Product 

Protection Syste-s, I •• plaae•d to confir• that w• are interested 

in r~rming a joint venture pecka9ing bu•ine•e with yo~. 

Dur long range intere•t i• to aetablish a full packaging plant tor 

paper and plastic packaging, including p~inting. "8 vill start 1n 

stages, than vertically integrat• fro• diatruDution to manufacturing 

and printing. Our 1•m•d1ate. need 11 to serve the bus.iinaaa needs ot 

packagino "Nile Aos••" and other floral and horticulture produc• 

which i• a growin; industry in Uganda. Sine• we grow a v•riety 

fruit1, asceptic ?Sckagin; ro~ fruit juice• and other liquid• i• in 

cse111ancs • 

• • .. /2 
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P.10 

A feasibility study is a1so being conducted in this area. 

The packaging plant should also be able to produce packaging 

and m•t•rials for packing S•llbule ho•• building su~p1iea, 

electronic products, fabricated .. cal p•rts, orric• suppli••· 

etc. Plaase inform me of your continued int•restsand apecific 

expectations to enaole us to prepare a businass plan tor your 

rurth•r ravi.a..,. 

Attached is •Y personal profile tor your review. It you need 

references or •ore information about .. , ple .. • inquire. 

~· ar~ deliGhted to invite you to visit Uganda, within th• next 

90 days, along with ~r GJ.ahil•, and Chuck Barlow, for you to 

see the opportunities tor youraelt and to coi.pleta the negotiations 

tor rorming auch Joint venture pack•ging business. 

Pleas& contact ma via Chuck and/or "•tthew, to inform me or your 
continued intarect in this bu•inass joint venture, •nd when you 

are likely to coma to Uganda. 

Sincerely, 

' ' ~~~ 
Tindamanyir• K ~audioso 

cc: nr Chuck Barlow 

nr ~a~thew Ci•hile 

nr R•ndal ~angha• 
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£STA8l1SH~lNT or A PACKAClNC INDUSTRY I~ UGANDR 

A CONCtPT PAPER 

Jntruduct.ion: 

P.11 

With Uganda r•vital1a1ng h•r industrial &ector and the •~port trade, 

the need ror • well diversiried and quality packaging induatry beco ... 

urgent. 

Currently. packaging inoustr~•• are so aeall, 9czttered• less divar­

aiti•d and ao .. ti .. a specific to individual industries that acono•i•s 

or seal• are not b•ing tapped. Secondly, because of prassure fro• 

environtMtntalists, eome induatri••• including th~s• praduc~ng/illportin~ 

tha widely used aaterial (pothelene paper) have been banned •. ••w, coat 

effective and enviran•antally friendly •ubstitutaa have to be 1dent~fied. 

All in all. with total recovery or the acono•r that 9ivas ••Y to compati• 

tion, packaging ia going to be Oft8 of the pro•ot1onei GQnsiderations 

aany producers will have ta C.ckon with. 

Present Status: 

Uoanda's packaging industry 1• • typical i•part-eubstitution industry wit 

over 7~ of th• raw materiel or finished product being !•ported. In the 

ehort to ••diu• tar•, th1s approach way appear to be th• •ost reasibl•. 

"•ny individual industries, e.g. o#liry, directly import their packaginy 

••t•rials. Others lmpart cardboards and paper and shape it to a raw 

customer's de•ands wnil• other• hava no standardiaea and conaietent pack· 

aging material•. To Nake •attars worse, •any have not yet ca•• to ~~aap 

with international quality ap•cif1cations (i.a. thoaa trying to enter th' 

export ••rket.) 

Below, it ia shown that th• two old ••tablished industries -r• not 

operating to goad capacity, partly b•cavs•~~or linkage batw••n produc­

tion and ~•rketing strat•gy and partly becauee of wt1ak capitalisation• 

corrugated Cardboard Box•e 

Pepper sack• 

Installed 
Capacity 

120.000.2 

12,14".~::o.2 

sources Background to tne SudO•t 1993/94 

••• /2 

1986 

129,ooo.2 

632.000,,.2 

1991 

403,0001112 

1,846,000a2 
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Reguired Approachi 

To •axiaise returns on the inveet••f1t in the packaging industry 
1n Uganda, one would need to •eat th• following: 

1. Diversified packaging, 1.•. that which can b• ~ari•d 
easily accordin~ to the product being packed. 

2. Ablity to promote customer•• trade na•• on the pack­
agin~ •atarial, a factor that requ1r•a so11e printing 
work. 

3. £nviron•ental standards for th• Country and tor export 
•arkets. 

6, Possibility far r•cycling to begin with, and •ventually 
to use so•• locally ava1labl• raw ••t•rials. 

projected Demand: 

On avera~e, ti~e out of ten Ugandan• buy and us• packaging .atari•l 

of some kind once in every two dayo. Uganda's population stands at 

P.12 

17 •illian people. lndu•tries 1 expor~era and co .. ercial underatakingR 

are the b••t ror• or cust~mers,to sustain increased production. Th• 

present packaging industries would not be in position to ••et all the 

demand avan iC they operated at full capacity. Part of the reason is 

that tha design of their packaging ••terial.9 ls not cuetomar-tailored 

ta the extent that so•e de~and i• still beiny sat.:&.ari•d by J.nspart•d 

••terials. Tha other reason ls that much of the demantlis rural 

baaed and current producers have not evolved cost •ff ectiv• distribu­

tion ayatam• to tap such market. 

Balo~ is the ranse of packaging ... t•si•l that will be o" high demand 

in Uganda for a long time to cetft91 

rresh roads packaging ' ••9• truit Juic-, fresh r1ah, •ilk; 

C•real packaging, a.g. ••ize, vh•at, •illet si••i~ J 

Containers, 

Shoppif1g bags, 

•• g. rar ••port • domestic distribution 
(horticultural export} 

e.g. tor shopa, ••rketa, hotel; 

Labelling matarials, e.g. far uae on plaatic wood • other 
containers. 

Local Inveatoi'• ContriDution1 

The local investor• can asauma th• following in order ta get the 

lndustry take Off with m1f1iMU• COSt 8f1d delay:· 

1. 5it• ror th• InduatryJ 
2. Baaic ~anagerial Skill•J 
J, Labour; 
4, Proca&sing of Investors ~icen~•• 
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SF!N1'RY 
PWl'ICS AND PACIAGING, ~. 

- ATC USA ; 5 donco~r•• p)ary, suite 2800 
· . itlanta, GA 10121 

Matthew T. Gichile 

· near Mr. Glchil•: 
l really enjoyad talking with you on Mo~er.tber 12. 1 am very 
inter••t•d in pUr•uin9 the poRsibilltY of forming a joint ven~~· relation•hlp under the UMtDO/Georgl• proctra19 that 
"9 41•cu••ed• I all prepa~ing A formal presentatior. of our 
·pr•••nt·eapab111tle• and our aspiration in the InternatJonal 

llArket. 
•. Unfortunately, I vlll not be able to ... k• the December l, 1991 

tr!~ but I hope to •~nd a repreaentativ•. l look forward to 
.;·.,:·. : a ;nCJ 'tem, mutually bencficl•l relation•hip. 

• · Since~•lY .1 
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