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BASIC ASSUMPTIONS

Financial data is in Gambian Dalasi, (D).

Exchange rates are takenas  $1=9.1D
£1=13.75D

All dates refer to the end of the accounting period,

YO-=construction year.
Operation is considered from Y1 to Y10.

Financial ycars run July to June.

All prices and costs are f.xcd at December 1993 values
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1 EXECUTIVE SUMMARY
1.1  PROJECT BACKGROUND AND HISTORY

In recent years ther e has been considerable expansion of exports in horticultural, floricultural
and fisheries products from The Gambia. The use of cardboard cartons for export represents
an important cost element since all cartons are currently imported, cither from Senegal,
Europe or Las Palmas.

The Project Promoter, Mr Mam Saut Njie, is a well knovn local entreprencur and a Director
of Makumbaya Flower Farm. His involvement in exporting chrysanthemums to Europe
highlighted the high cost of imported boxes and prompted him to commission a pre -feasibility
study to look at the possibility of establishing a corrugated box plant in The Gambia. The
‘study identfied a market of at least 1.5 million boxes and on the strength of this a full
feasibility study was commissioned. The field work was undertaken on 19-26 November,
1993, by a team from Cargill Technical Services, compnising a horticultural expert, a box
industry expert and a marketing economist. The work was funded by USAID as part of the
F.A.P.E programme and supported by The National Investment Board and Nathan Associates.

12  MARKET AND SALES

The market for cartons comprises four main sectors:

Horticulture

Floriculture

Fisheries

Loacal manufacturing industries

The first two account for over 75 per cent of total demand, the third, 10 per cent and the
fourth 15 per cent.

Horticulture

The horticultural sector is dominated by one major player, Radville Farms, a large and
efficient operator supplying European supermarkets. Radville Farms currently sources boxes
very competitively from the UK and is excluded from potential sales since requirements are

too sophisticated to justify since a high level of investment at this stage.

The remaining market is characterisec by a small number of vulnerable and transitory

players, supplying the lower quality, ethnic markets and imporiing boxes from Senegal
(9D/box).

Floriculture

There is only one player, Makumbaya Farms, currently sourcing from the UK (18D/box).
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Fisheries

This is characterised by a number of simall and medium sized operators and despite
management prollems, she sector has good potential, Boxes are currently sourced either
from Senegal or Las Palmas, (9D/box).

Local Manufacturing Industries

This sector 1s domnated by 1 major user, a soap manufacturer, sourcing boxes from Senegal
(4D/box). The key i this sector 1s a basic, well priced box and there are a number of other
small industries who are currently using or could use a cheap box

.On the basis of this, projected sales for the plant are 497,000, 712,000 aud 842,000 for
years 1,2 and 3 omwards. This represents 50 per cent, 72 per cent and 85 per cent of the total
domestic market EXCLUDING Radwille Farms Radwille Farms has been excluded from all
the analysis since the investment envisaged cannot supply competitively the quality of box
requured

13  PROJECT LOCATION AND SITE

The site would be provided by the Promoter and is adjacent to thc Makumbaya Flower Farm
at Lamin. It is close to the market and the port for supply of imported materials. Service
connections for water and communications would be provided from the nearby farm ar.td
velephone cables passing by the sie. The electricity would be provided by two on-site

gencerators.
1.4 MATERIALS AND INPUTS

The most critical element determining the feasibility of the project is the cost of imported
board, representing 97 per cent of variable costs. The plant has the disadvantage of nzeding
five different qualuties of board. Since small orders attrace premium prices, for most boxes,
the cost of the board alone Is nwvice the cost of box supplies frem current sources. This is
true particularly for the norticultural and floricultural industries which need larger boxes

with lids This renders the project non-feasible.
— e e —

The inclusion of Radville Farms, if a joint venture were envisaged, does not improve the
viability. Radville currently sources high quality boxes at half the price of the other
“horticultural enterprises (4D/box).

15  PROJECT ENGINEERING AND TECHNOLOGY

Even if board could be obiawned at a feasible cost, the project engineering presents further
problems. A small sheet plant, convertng corrugared board to boxes 1y envisaged. The small
size of the market results in considerable under -utilisation of standard equipment. A printer,
mwo roller presses, a slitter creaser and a beam slotter would be required to provide flexibilisy
and supply the market needs. Manpower would cousist of a General Muanager, a production
supervisar, three labourers and a clerk.
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1.6  FINANCIAL APPRAISAL

Total initial fixed investment costs (including pre~production expenses) would be 4,208,512
D (8 462,473) with an additional 673,028 D (8 73,959) in YS for replacement of vehicles. A
key constraint, in addition to board costs, is the high level of working capital required due
to the need to order and pre—pay for board 3 months before anticipated use and the need to
maintain high stocks to cope with the seasonal demand from the horticultural/floricultural
industries and the flexibility required by the market. Initial working capital requirements are
2,833,935 D (8311,421). It is envisaged that the investment would be financed 60 per cent
debt/40 per cent equity with the Promoter providing the equity and the balance being financed
in equal proportions by a donor agency loan and overdraft with a local bank.

The basic problem of the high board cost renders the project totally non ~feasible. Income
" statements and cashflow statements for the 10 year period of ti e project show continuous
losses. Hence financial ratios are unacceptable and internal rate of return analysis is

meaningless, being subsrantially negative.

Sensitivity analysis undertaken on the basis of increased demand, (and hence sales revenue),
50 per cent increase in sales prices and 50 per cent decrease in board costs still renders the
project non—feasible.

The recommendation is therefore not to proceed any further witlithe project,,

e
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2 PROJECT BACKGROUND AND HISTORY
2.1  PROJECT JUSTIFICATION

In recent years thers has been a considerable increase in the export of horticultural,
floricultural and fisherics products from The Gambia to the European markets and these
sectors have provided much needed foreign exchange carnings. This growth is expected to
continue within the limits of freight capacity.

Packaging matcrials, namely corrugated cardboard boxes or cartons, rcpresent an important
cost item for thesc industries and all box requircments arc currently imported from Europe,
Senegal and Las Palmas.

- A pre~feasibility study, undertaken in 1992, asscssed the market potential for construction of
a corrugated box manufacturing facility in The Gambia. The study identificd a total import
volume of 1.5 million boxes in 1992, valued at 12-18 million D, and recommended the
commissioning of a study to assess the commercial feasibility of a corrugated box
manufacturing facility in The Gambia. This facility would serve the local market primarily
but possibilities for exporting to the sub-region at a later date would be noted.

The report which follows details the result of a one week field visit, undertaken on November
19-26, 1993. The work was carried out on behalf of the local promoter, Mr Mam Sait Njie,
and funded by USAID as part of the F.A.P.E programme.

2.2  PROIJECT OBJECTIVES

The cstablishment of a corrugated box manufacturing facility would provide the following
benefits to The Gambian cconomy:

° Support to the growing horticultural, floricultural and fisherics cxport industrics, all
important providers of foreign exchange carnings

L Substitution of a high proportion of current box imports, with an cstimated saving of
6 million D p.a in forcign exchange

° Support to other local industrics, such as soap, confectionary and poultry, in providing
a locally available box and enabling imiport substitution or better preservation of their
products

° Generation of employment, both directly and indircctly

. Support to rural devclopment and the role of women in the cconomy in cnabling

communal gardens to better preserve their products and hence access a better market

In view of the above benefits that the project would provide, the Promoter would look to the
National Investment Board for support in providing a Development Certificate and investment
incentives in terms of tax allowances and duty waivers. The NIB has alrcady cxpressed its
interest in, and initial support for, the projcct.
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23 THE PROMOTER

The projec i it Njic, i
;nvoﬁcdj intol:}rlzmt())lcp Mr th.) Sait Njic, is a well known Gambian enirepreneur already
I business activities. He is 3 director of Mak 3 ,
. akumbaya Flower Farm a
' ! : . nd
recently recerved Provisional approval for funding to construct a dairy plant has

Mr é i ¢
Mam Sant Npe !:vcd in Norway for 12 years where he studied civy engincering and thep
managed a civ engineering consultancy firny,

venture between the Promoter, IFC and the Commonwealth Development Corporation whg
now have majonity ownership of the operation,

The Promoter's involvement 1n cxports of flowers (o Europe highlightcd difficult]es in

sourcing good quality packaging material. In addition, significant financing costs are incurred

approached the National Investment Board for funding of a

0ssibility of building a corrugated box plant in The Gambia.
the Promoter hus expressed

ent of the total investment
he remaining 60 per cent of
including a tcchnical pantner

As a result of this, the Promoter

feasibility study to examine the p
In addition to providing the land for construction of the facility,

willingness to provide cquity for the venture up to 40 per ¢
requirenients in retumn for long and short term loans to finance t
costs. The Promoter is also keen to investigate the possibility of

in the venture.
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3 MARKET AND SALES
3.1  ESTIMATED DOMESTIC MARKET DEMAND

The market analysis centres on the Banjul arca since all the main industrics in The Gambia
are located in this area. Available statistics arc outdated and difficult to intcrpret since only
values are provided with no indication of the number of units (cartons). Any data available
is unreliable duc to ambiguity in customs classification codes for cartons. In addition, imports
from Sencgal, a major source, are not fully recorded duc to the nature of cross border trade,
Estimates of market demand and demand predictions are thercfore obtained from market
surveys and interviews with the major uscrs.

The total Gambian market demand for cardboard cartons in 1992/93 was estimated at around
‘2 million units, equivalent to approximately 2 million m? of board. Currently all boxes are
imported, duty and tax free. The demand for boxes is seasonal, peaking in November-March
and can be subdivided into three main sectors;

° Horticulture/floriculture: Approximately 75 per cent of total demand
] Fisheries: Approximatcly 10 per cent
° Local manufacturing industries: Approximately 15 per cent.

32  THE HORTICULTURAL SECTOR (including floriculture)
3.2.1 Carton Demand

There arc an cstimated 12 main exporters of fruits and vegetables. The principal commoditics
exported are mangos, french beans, courgettes, okra, chillics and aubergines. Radville Farms
is by far the largest and most important cxporting company, accounting for an estimated 43.8
p~r cent of total sector carton demand in 1992/93 and 88 per cent of projected horticultural
carton demand in 1994/95. In 1994/95 it is cstimated that Radville Farmis carton purchascs
will represent some 67 per cent of the total projected Gambian market for cartons from all
market scctors,

Radville Farms have a modern packhousc and cold storage facilities built to EEC standards,
and currently supply both supermarket and traditional outlets throughout Europe. The rest of
the market is characterised by a number of small players, almost totally dcpendent on
wholesale market sales to predominantly United Kingdom outlets in the traditional or cthnic
scctors of the market. Whercas Radville Farms export volumes have incrcased annually, the
characteristic of most fruit and vegctable exporters has been a significant ycar to year
variation in exports and carton demand. The smaller exporters have expericnced considerable
difficulties in recciving payment from buyers in the traditional sector. With the increasing
dominance of the supermarkets in Europcan trade and the resulting pressure on quality and
control in supply, it scems likely that the smaller players will become increasingly more
vulneratle and be forced cither to supply a Radville or cquivalent or consolidate and upgrade
to a sinular standard. This sccond option would, however, require considerable capital.



Cargill Technical Services Lid Corrugated Box Manufacturing Plant - The Gambia

In addition to the main exporters of horticultural produce there arc a significant number of
small, communal garden producers who might be expected to purchase cartons if they were
locally availablc

Makumbaya Farms is currently the only flower exporter and has a projected carton utilisation
in 1993/94 of 37,000 cartons rising to 74,000 cartons in 1994/95,

Tables 1 & 2 show the estimated total demand for cartons by the horticultural and
floricultural sectors for the period 1992/93 to 1994/95.

Table |
Hortlcultural Sector -Estimated Carton Demand
(‘000 cartons)
1992/93 1993/94 1994/95
Radville Farms 700 1000 2000
Sifoe Farms 600 500 0
Yams 50 0 10
Faraba 10 0 0
Sinchu 15 35 35
GHE 15 25 25
Tanji 50 25 25
Hortmarc 5 5 5
Madinari 10 10 10
Tambato 17 30 30
Farata 10 10 10
French bean farm 25 25 30
Small producers 2 90 90
Total Demand 1597 1755 2270
Table 2
Floricultural Sector ~ Estimated carton demand
('000 cartons)
1992/93 1993/94 1994/95
i Makumbaya Farms 12 37 74

3.2.2  Carton Specifications

The majority of fruit and vegetable cxports are in 4 or Skg cartons (box and lid). As the
Europcan markets have become morc compctitive, the quality of cartons and presentation of
produce has improved. Ten years ago, a significant volume of produce would have becn
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marketed in brown, and often unprinted, cartons. With the growth in supermarket demand
throughout Europe (in most countries the supermarkets share of exotic fruits and vegetables
is more than 50 per cent), the necessity to improve presentation has dramatically increased.
At the present time, the leading exporters require white cartons with 2/ 3 colour high quality
printing. Radville Farms, the dominant exporter, requircs white cartons with four colour high
quality printing. With Europe being a buyers market, and increasing evidence of oversupply
of most commoditics, the pressure to improve the quality of presentation will incrcase.

3.2.3 Current Sources of Supply and Prices

With no existing carton manufacturer in the Gambia, all carton requircments are imported.
La Rcchette in Senegal is the nearest source of supply. La Rochette was at one time linked
to one of the large French paper and board manufacturers and now operates independently
while still maintaining traditional links. It is both a corrugated board and carton

manufacturer.

There are some reported disadvantages in procuring cartons from Sencgal:

° Quality is inferior to Furopean suppliers.

° For the large buyer, Europcan prices are lower, particularly in view of the overvalued
CFA.

° Transport costs from Senegal are high given the current border problems.

The principal advantage of procurement from Senegal is the short lead time (2-3 wecks) for
delivery of standard stock items. With the prospect of devaluation of the CFA, Sencgal
carton prices imay beco.ne more competitive, although the main input to the process, paper,
is imported and thus may counteract some of the beneficial pricing cffects. Even with
cheaper Scnegalese prices, leading exporters such as Radville are unlikely to source from La
Rochette without a significant improvement in quality.

For the small exporter, buying cartons in Scnegal or Lurope, trading tcrms arc cash or letter
of credit with 100 per cent paymient in advance. Most of the small cxporters are forced to buy
from Senegal in cash, collecting the boxes themselves. Minimum order restrictions and the
need for a lctter of credit are prohibitive to purchasing from Europe.

For the large company such as Radville or Makumbaya, terms arec more negotiable with 30-
90 days credit. Larger purchase orders make purchasing from Europe ctremely competitive,
Purchasing from Europe provides the added benefits of reliability of supply and cxcellent
quality.

Prices range from 4-6 D per box for Radvillz from the UK to 9-13 D paid by the smaller
cxporters for boxes from Scnegal. For flower cxports, the boxes arc considerably morc
cxpensive at a cost of 18 D per box, currently sourced from the UK.
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33  THE FISHERIES SECTOR

3.3.1 Carton Demand

In the course of the study a total of cight fishery companics were identificd with a total
annual carton demand in 1992/93 of 199,000, increasing to an cstimated demand in 1994/95
of 260,000 cartons. Whereas the horticulture sector is dominated by a single large producer,
Radville Farms, the characteristic of the fisheries sector is the comparatijve uniformity of
demand by all participants. Although the scctor is not without problems (two companies,
Pelican and Scan Gambia, are 1n receivership), two new companies, BB and Sons and GB,
have recently entered the market for processed fish With better management, prospects for
the fisheries sector are good. Table 3 shows the cstimated demand for cartons by the fisherics

sector.

Table 3
Fisheries Sector - Estimated carton demand

('000 cartons)

1992/93 1993/94 1994/95
Cecesay 20 20 20
NPE 35 35 35
BD & sons ? 1 56
Mahoney 30 30 30
Lyclish 65 30 45
Mohsam 25 25 25
Zhong Gam 24 24 24
GB ? ? 25
Total Demand 199 175 260

3.3.2 Carton Specifications

All the fisheries companies have a requirement for 12kg and 20kg master cartons containing
2kg and 1kg packs of frozen shrimp or sole. The specifications for master cartons are simple,
cither brown or whitc cartons with single colour printing. In contrast the 1/2kg packs are
high quality card with sophisticated gloss printing, and as such beyond the capability of the
proposed Gambian box plant.

3.3.3 Current Sources of Supply and Prices

All the fisherics companics are procuring cartons from La Rochette, Dakar and/or Las Palmas,
both sources supplying master cartons and 1/2kg specialist packs. A characteristic of the
master cartons sourced from Dakar is their basic quality and low cost. Not only would a
Gambiru box,plant face direct pricc competition from Dakar, but there is a risk that La
Rochette could discount the price of the master carton by slightly increasing the price of the
specialist 1/2kg cartons and thus tic in business.

10
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The opportunity for a Gambian box plant to compete with Las Palmas supplies is more
difficult to evaluate. On the one hand, the convenience of a local Gambia source would be
an advantage as comparcd to a Dakar source, but it would not address the convenicnce of a
trawler delivering fish to Las Palmas, and at the same time procuring cartons,

Prices quoted were in the range of 8/9 D per box.

34  LOCAL MANUFACTURING SECTOR

3.4.1 Carton Demand

This sector includes a soap manufacturer (Sankong Sillah), a confectionary producer (part of
Moukhtera Holdings), a nail factory and other small manufacturers, eg health care products,

‘candles, etc. Table 4 shows the estimated total demand for cartons by the local
manufacturing sector.

Tabie 4
Local Manufacturing Sector - Estimated carton demand
('000)
1992/93 1993/94 1994/95
Confectionery 30 30 30
Soap 200 200 250
Nails 20 20 20
Other 80 80 80
Total Demand 330 330 380

3.4.2 Carton Specifications

The characteristic of this scctor is its very basic packaging rcquircments. All companies
purchase plain cardboard cartons with simple (if any) single colour printing

3.4.3 Current Sources of Supply and Prices

All supplics to this sector arc currently sourced from La Rochette, Dakar. Prices are
extremely low at 3/4 D per box.

3.5 THE POULTRY SECTOR

There are four major producers of eggs and broiler chickens in the Gambia. Although nonc
of these producers currently use cardboard cartons for cither cggs or frozen broilers, there is
somec prospect of carton utilisation if there were a local source. Howcver, given the highly
competitive market situation in the Gambia between producers and from imports, carton prices
would have to be highly competitive to develop this sector.

11
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3.6  EXPORT MARKET OPPORTUNITIES

country and closer to Banjul than to Dakar, In theory, under ECOWAS agreements, exports
to Sencgal should be free of duty. However, in practice it is likely that there would be
considerable pressure from La Rochette to prevent such competition. Other regional markets
include Guinca Bissau, especially in the fisheries scctor The problems of attracting demand
in this scctor are the same as those faced in the Gambia

3.7 MARKET POTENTIAL AND MARKET SHARE FOR A LOCAL CORRUGATED
BOX PLANT

‘There are a numbe) of key issues to be bom in mind when predicting potential market share
for the plant:

. Investment in a plant to supply Radville Farms would doublc the investment costs and
could not be considered without a Buarantcc to supply 100 per cent of its demand.
Even if this were the casc, experience indicates that a total market demand of at lcaste
5 million boxes annually would be required to guarantee a market share of about 1.5
million boxes and render a plant of such sophistication viable. Since the total market
demand is stll well below the 5 million level, the investment considered is based on
accessing the remaining market with the exclusion of Radville Farms. It must be bom
In mind that this places heavy reliance on sales to a number of small, vulnerable a.nd
transitory horticultural exporters The implications ot establishing a joint venture with
Radville Farm are discussed in the financial analysis

. Better quality and flexibility in carton supply are key aspects for the future
development of the horticultural sector. It should be born in mind that for this sector,
our proposcd low tech investment may become outdated and would have to be
upgraded in order to maintain market share. This has not been brdgeted for at this

Stage.

] In the fisheries sector, potential market share rclies heavily on price and convenience.
Price will nced to be very compctitive to outweigh :~

a) possible preferential discounts on the outer cartons as part of a packaged order
with the inner [/2kg boxes from La Rochette, Dakar;
b) the conventence of collecting boxes in Las Palmas or collecting both inner and

outer cartons from Sencgal The inncr boxes cannot be supplicd by the
envisaged plant.

° In the local manufacturing scctor, sales potential relics heavily on Sankong Sillah, the
soap manufacturer, comprising 60 per cent of demand in this scctor. Since box
demand is very basic, prices must be very conipctitive,

° On the basis of the above marke assessment, the potential market share figures for
a Gambian corrugated carton plant have been developed. It must be bom in mind that

12

-
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the assumptions of achieving approximately SO per cent market share in the first year,
rising to 85 per cent in the third year and beyond, may be somewhat optimistic. They
have, however, been based on the assumption that competitive pricing and
convenience will attract a large proportion of current and future demand and indeed
generate demand from scctors and companies which are not currently carton users.

3.8  SALES PROJECTIONS

Sec Table S.

13
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Flowers 74000 74000 74000 74000 74000 74000 74000
Fisn 213000 213000 213000 213000 213000 213000 213000
Local nausty 330000 330000 330000 30000 330000 330000 230000
TOTAL SALES 842000 842000 842000 842000 842000  B42000 842000
PROJECTED REVENUE
HorvauLire 2025000 2025000 2025000 2025000 2025000 2025000 2025000
Flowers 1038000 1036000 1036000 1638000 1036000 1038200 1038000
Fisn 1917000 1917000 1917000 1917000 1917000 1917000 1917000
l’ Local incustry 1320000 1320000 1320000 1320000 1320000 1320000 1320000
| TOTAL REVENUE 6298000 6258000 6298000 6298000 6298000 8298000 £298000
Note

Pricacs are based on the pest e3tmare of compesive pnang
Prices are assumed as OX-works
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4 PROJECT LOCATION AND SITE

41 LOCATION

The land will be provided by the Promoter, Mr Mam Sait Njie, and forms part of 216
hectares leascd from the Kombo North District Authority from March 1993 for an initial
period of 99 years with an option for renewal. The total lcase cost, 250 D pa, is ncgligible
and has been excluded from the financial analysis.

The land is located 3km south of Lamin and 500m east of Yundrum Iaternational Airport. For
purposes of staffing and market access, it is 20km from Barijul and its port, 12km from
Serrekunda and 14-18km from Bakau. It is adjacent to the 74 hectares allocated to the
Makumbaya Flower Farm and also to the proposed site tor the dairy, initiated by the
‘Promoter. Construction is expected to begin on the dairy during 1994. The map overleaf
shows the proposed location and a more detailed sitc plan is contained in Annex 2. The total
site arca expected to be required by the box plant is 50m x 50m, of which the plant itself will
occupy an area of 20m x 30m.

42  SERVICES

4.2.1 Electricity

There is no connection to the public grid system although a high tension line of 11,000 volts
runs along the main road from Lamin to Yundrum International Airport. For the purposes of
this project it is not considered necessary to bring the power line to the site.

Electricity will be provided by 2 x 50 KVA dicsel gensets at a cost of 316,250 D. One of the
gensets will act as a standby. Switchgear, wiring to the factory and fucl tanks are estimated
at 52,250 D. The installation will include the necessary switchboard and isolators with 3
phase wiring to machine positions and single phase to lighting positions.

42.2 Water Supply

There are currently no conncctions to the public grid system. Water is nccessary only for
cleaning, sanitation and ink dilution purposes and does not form a major part of the
production process. In order to supply the dairy plant it is intended to sink a borehole, this
being the most cconomical way of providing a water supply. The box plant will receive water
provided by a pipc from the dairy or from Makumbaya Farm and the cost of this, including
plumbing, has been estimated at 15,000 D.

42.3 Waste

An estimate of 10,000 D is included for drainage and instailation of a scptic tank. Production
waste will be disposed of by the normal local custom,
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LOCATION OF LAND AVAILABLE FOR
THE LAMIN DAIRY PROJECT
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424 Alr

No air supply is required either for the production proccss or {or ventilation at this stage. The
cost of a fan for office air conditioning has been included in the office equipment.

42,5 Telephone/Fax Communications
Telephone lines pass by the sitc along the access road from Lamin to Makumbaya Farm.

Gambia Telecom estimate a cost of 10,000 D for installing a line to the factory terminal.
Instruments are plug—-in and installation is included in the cost of office equipment.

17
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5 MATERIALS AND INPUTS
51 CORRUGATED BOARD

The potential market demand levels do not warrant a board plant to manufacture corrugated
board from paper prior to its conversion to corrugated cardboard cartons. Since The Gambia
has no natural resources for wood products and no board plant, the corrugatcd board must be
imported from Europe. This is by far the largest and the only truly significant cost item,
forming in excess of 97 per cent of variable costs. Clearly the sourcing and pricing of the
board is the single most critical ciement in the production process. External sourcing of board
is much more expensive per m? than the basic production costs of board, manufactured by
board plants for their own use. In addition, small orders attract premium prices.

" In the case of The Gambia project, the following five different qualities of board are required,
in descending order:-

1& 2) 200 ordinary kraft and white test, twin (BC flute) board for diecut box rcquirements
in the horticultural and floricultural industries,
3 & 4) 200 white and ordinary kraft test, C flute board for the straight cut rcqunrcmcnts of

the fisheries sector, and
S) basic 125 kraft test B flute board for the straight cut requirements of the local industrics.

Using an estimated requirement of 1m? per box for the fish and local industries, 2m? (box and
lid) for the horticultural trade and 3m? (box and lid) for the flower farm, gives an cstimated
demand for board (including 4 per cent waste) of the following:

Table 6
Units of Board
(‘000 m?)
Board type Industry Yl Y2 Y3 Approx. price
~-D per m?

200KT/ BC Horticulture & 507.52 648.96 698 88 4.95
and 200WT/BC | floriculture
200WT/C and Fish 1144 178.88 221.52 4.33
200KT/C ’
125 KT/B Local industry 187.2 275.6 3432 241
Total 890.12 110:.44 1263 6
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Table 7
Board Costs
(D, per m¥)
Industry Cost per m? Frelghting Total Cost Cost per box
( E Coast UK) (per m?) per m?
Horticulture 4,95 4 88 983 19.66
Floriculture 4.95 488 983 29 49
Fish 433 391 824 8.24
Local industry 241 26 501 501
Notes: Prices were supplied by UK Corrugated (+10 per ceat). Other quotes were at

Icast 15 per cent higher

Prices for shipment arc as follows:

Handling, freight, insurance and local delivery per 40ft container: 39,040 D
Horticulture/floriculture: 8,000m¥40ft container, 4 88 D/m?

Fish: 10,000m%40ft container, 3.91 D/m?

Local industry: 15,000m?/40ft containcr, 2.60 D/m?

This indicates that total board costs for the proposed plant are hecavily skewed towards the
higher quality board due to the larger surface arca and better quality required for the
horticulture/floriculture scctors (box and lid). Although the demand in terms of number of
cartons is split 36 per cent horticulture and Roriculture, 25 per cent fish and 39 per cent local
industry, this is not reflected in procurement of board. On the basis of board requirements,
the horticultural scctor accounts for 55 per cent of the total need and the pricc of this board
per m? is approximately double the price of board nceded for the local industry,

Once shipment and handling costs have been included, it is clear that in unit cost terms, thc\
cost of the board alonc is higher than the maximum price the market will pay for the box in
all scctors cxcept fishcrics.

If the inclusion of Radville Farms was considered in the demand scenario, the cost of the
board for 1he additional 2 million boxes (approximately 4 million m? of board) would only
be reduced by S per cent (quote supplicd by UK Corrugated). However, in order to match the
current price paid by Radville Farms for a high quality box, the salcs price would need to be
in the range of 4-6D versus a cost for the board aloncof 18 + D.

This cxcrcise highlights the critical nature of the board cost in determining feasibility and
raiscs scrious doubts as to the viability of the industry unlfess a substantially checaper source
of board supply can be found Non-~UK sources have not been imvestigated thoroughly since
on current box supplics the UK is the most compelitive European source Should the venture
provc viable or marginal on this basis then potentially cheaper Eastern Europcan sources
could be explored However, initial cnquirics indicate only a 15 per cent saving by sourcing
board from Czcchoslovakia This still docs not meet the large differential in the maximum
pricc obtamable locally and cost of board,
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Board must be ordered with a three month lead time and payment is 100 per cent on order.
This ties up considerable working capital and necessitates high stock levels and financing
costs in order to provide the required flexibility in carton supply.

Customs tariffs on imported board are normally 23 per cent + 10 per cent sales tax. It is
assumed under the Development Certificate period (five years) that an cxcmption will be
granted from this. Since the operation of the plant is intended to add valuc in The Gambia
and hence reducc import costs and assist cxports of horticultural and fisherics produce, it has
also been assumed that this cxemption cxtends for the life of the project. Without this
assumption, it is not worth considering a feasibility excrcise.

52  OTHER MATERIALS

“The enly other variable materials used in the process are inks, adhesives, stitching wire and
diesel fucl for the genset. These items account for less than 3 per cent of variable costs.
Approximate usage rates are: (Y1)

Inks: 1000 litres p.a

Adhesives: 150 kg p.a

Stitching wire: 100 x 2,000m coils p.a
Fuel: 32,2561 p.a

Usage is scaled up in line with sales. The first three items all need to be imported. They must
be ordered with a three month lead time and 100 per cent payment upfront. Fuel is bought
locally and paid for immediately. imported glue normally commands a 19 per cent duty and
10 per cent sales tax normally. The assumptions madc for dutics on import of board also
apply here.
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6 PROJECT ENGINEERING AND TECHNOLOGY

6.1 INTRODUCTION

On the basis of market demand analysis, a small shect plant, converting bought in corrugated
board to cardboard cartons, is rccommended. The size of the market does not warrant a board
plant, converting paper to corrugated board prior to manufacture of packaging products. At
this stage, with a small domestic market, the analysis considers the feasibility of a low cost
investment for a maximum two colour box. The market profile concentrates on industrie,
which are not sophisticated and therefore have limitec added value. Hence the cost of the box
is critical and margins will inevitably be tight.

In addition to the problems already raised in looking at costs of board, the size of the market
‘raises problems in cquipment sourcing and investment costs. Even ihe smallest plant possihie,
based on purchasing the lowest capacity standard equipment, will produce far ip 2xcess of the
potential market demand. The situation faced is one of a low tech operation with a small and
volatile market demand carrying the investmient costs and overheads of a larger capacity plant.
It is generally accepted within the sheet plant industry that on the basis of normal cost
relationships, a minimum economic size for plant output is 1.25-1.5 million boxes. In normal
market conditions, where initial market share for a new project is not estimated to be greatar
than 20~25 per cent, this would imply a minimum required market size of 5 million boxes.
This is not the case in The Gambia.

The proposed investment excludes the possibility of supplying Radville Farms. Upgrads 1o
four colour printing for a Radville type demand would require a 100 per cent increase in the
initial investment costs to supply a top quality box. To build a plant on this basis would

. require a joint venture with Radville Farms in order to guarantee thecir demand. It is not
recommended to build a plant merely on the basis of achieving some share of their business
since they account for over 50 per cent of the total market in The Gambia and would place
the plant in an extremely vulnerable position. Radville Farms presently enjoys great flexibility
in box sourcing and box type and this is not likely to change, even with a local box plant. In
addition they receive advantages such as credit terms and can simply switch sources in the
event of non-performance.

A considerable cost incentive would be requircd for Radville Farms to jomn the venture. As
detailed in Section S, this is not feasible. Even taking into account the whole of Radville
demand on a joint venture basis, it is unlikely that the plant could compete given the huge
economies of scale enjoyed by integrated European board and sheet plants. There is
considerable surplus capacity in the paper and board industry throughout Europe, especially
with the inclusion of Eastern Europe and the Former Sovict Union, a significant papcr and
board producing arca with a much reduced local demand.

23



Cargill Technical Services Lid Corrugated Box Manufacturing Plan - The Gambia

62  PLANT DESIGN AND EQUIPMENT
6.2.1 Building

:I‘hc. building will be a steel frame single storey construction with concrete flocr, 30m x 30m
in size, The materials will be imported and the erection and floor laying undertaken by the
building contractor,

Machine foundations are not nccessary. The machincs are secured to the floor with rawlbolts,

Internal offices will be erected by the company's own labour force from simple imported
partitioning,.

*The layout of the proposed plant is detailed in Annex 2.

6.2.2 Equipment

The mos* basic kit for a low tech box plant includes a sliiter creaser and beam slotter. This
is for the manufacture of straight boxes and gives the box~blank its wrap around facility with
slots and joint flange. For securing the box, once erected, an arm stitcher and hot melt glue
gun is included. Basic plants, at least at start-up, will normally delay the purchase of a printer
or printer slotter since printing presents a high risk on the basis of error and waste., However
for the market under consideration, good box presentation and hence the need for a printer
is essential for the horticultural and floricultural sectors. In addition rollerpress(es) are

required since this sector also requires diecut boxes and lids.

Although this basic kit will not be used to capacity, it is required to provided the flexibility

to sz.ve the market. The production programmie assumcs relatively low productivity levels and
cfficicncy rates (as a percentage of feasible rating capacity per machinc) of 50 per cent for
Y1, 75 per cent for Y2 and 100 per cent for Y3, On the basis of these efficicney rates, the
number of machincs required is calculated. Although in the horticultural/floricultural scctors, ~._
demand is scasonal, at least one rollerpress will be required to operate, at lcast partially,
throughout the year. On the basis of the smallest size of rollerpress attainable, two will be
required with one acting as a stand-by for part of the yecar.

Apart from the considerable reduction in flexibility, it would not be possible to operate the
plant simply on the two rollerpresscs in order to meet pcak demand. Hence a beam slotter js
alse required. Since this is estimated 10 opcrate only at a maximum of 38 per cent capacity,
it rccommended that a secondhand press is bought. This is chcaper than purchasing another
rollerpress and gives considerable additicnal fiexibility.

6.3 INVESTMENT BUDGET

Sce Table 8.
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Table 8 4
Invesiment Budgat
Year July-June
Conatrucon beging half way thro Y0, ready for start upon 1/7 1998
Yo YO Totat s
(] o3 oe
D 0 0 0 o]
INITIAL FIXED INVESTMENT
LAND
Cost 0
Site proparation and development 13780 13750
INFRASTRUCTURE
Telsphona lines 10000 10000
BUILDINGS AND CIVIL WORKS
Materinis, design and consiructon 243000 486000 81000 810000
Pesiition erecion 30 I
PRODUCTION EQUIPMENT
1 x slitter cronsar 2.5 M 57730 134780 102500
1 x acceniric beam sottar 2,544 350828 218128 118878
1 x bandsaw 18500 J8300 85000
2xrotteprass 20 M @ atg 24,000 anch 198000 482000 840000
1 x Coopar flexo press 2 colour 173250 404250 577500
1 x arm siicher 20825 49128 68750
Frelght, Insurance, deering and tranap 47025 109728 158750
nsiaiation and raining 83000 88000
AUXILLWRY EQUIPMENT
2x 80 KVA gerseta @ 819 11,500 each 04078 221378 310280
Bwilchgewr, wirng 1o factory + ksl tanks 18478 8878 82280
Waler end plumbing , 4800 10300 18000
Dralnage end sepfc tank 3000 7000 13000
Frelghting 908423 908428
instaliation of suxiliary squipment 10000 10000
VEHICLES AND FORKLIFT 177073 423305 600380
WORKSHOP AND MAINTENANCE
1 x MiG welder 4123 9625 ' 13750
2 xdrifs 1/4 ho + 1 Barck orifl 4125 9625 ; 13750
1xlathe 1 M 8250 19250 27300
1 x rollerpress formae repair kit 4128 9625 13750
Hand tools, spanners, samall siores el 8250 19250 27300
OFFICE EQUIPMENT
Partitioning 4950 11550 16500
Fumitre, desks, cabinels, cupboards, chairs 81875 144378 ' 20625
Equipment, typewriter, computer, fax, phone 103125 240828 34375
Statlonery 4128 9628 13722
PRIMARY 8TOCK OF BPARE PARTS AND TOOLS |
Knives, slots, scores, motors axe 20825 amzs | 68750
PRE PRODUCTION EXPENSES '
Legal feos and business regrsiration 8000 \ 6000
insurance J24 R4
Purchssing and marketing expenses 150000 150000
Interest on loans during construction !
:u-pmducion IMployss expenses:
o/eman - t month
1 x akied - 1 wank S3%0 o
2 x unglofied - 1 week esch 240 240
ADDITIONAL FIXED INVESTMENT .'
Replacemant of veldlas and forkkR Y’
Resai |
A i -142472.99
(CIF + 46% import duty +10% sales tax) \ e
! xpup
(CIF + 14% Impont Outy + 10% sales) ! 268336
1 x forkhit
(CIF & 144 impont Gty » 10% salas) 2034615
TOTAL FIXED INVESTMENT COSTS 11911625 2691749 75 D25600 420851225 673020512
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Notes: Investment Budget

)]

2

3

9

5)

6)

8)
9

10)

11)

Land: The land 1s leased Ly the Promoter at a neghgible cost which can be ignored for mvestment cost
purposcs.

Infrastructure: Only conneclion of iclephone lines from overhead cables near the sile is required. A
quote was given by Gamtel. Electricity is provided by the plant's own generator and water will be run
from the adjacent dairy or flower farm. The cost of this 1s mcluded i technical installations.

Buildings and civil works: Tlus includes the cost of all materals including freight, Insurance, clearing
and local transportation for imports, design, construction and supervision (30m x 30m inc). floor @bm?).
The quote was given by TAFF construction Partition erection 1s included scparaicly Payment terms
are 30 per cent uplront, 60 per cent on completion and 10 per cent after start up

Production cquipment: Freishting costs are all included Eccentric beam slotter is budgeled at a
secondhand price. Payment tzrms are 30 per cent upfront and 70 per cent on shipment. Installation and
traming includes 1 person tor 4 weeks @stg 15/Mr/40hr week + stg 1,500 for hole} and stg 2,500 for
travel and cxpenses

Auxiliary equipment® Includes installation of own generator power, water from nearby Makumba Ys
Farm and drainage. Payment terms are 30 per cent upfront, 70 per cent on shipment. Freighting costs
are for 1 x 40f1 container to tahe auxiliary equipment, worhshop and maintenance equipment, office,
equipment and primary stock of sparcs.

Vchicles and forklift: This includes shipment of a pichup and a 4 wheel drive (214,000 D each delivered
Banjul), 6 months insurance @ 4.5% of total purchasing cost (4,815 D per vehiclo) and registration (250
D per vehicle). For the forklift, costs are stg 10,000 ex UK + 1,800 rrc.lgmlnz.;. Payment terms are 30
per cent uplront, 70 per cent on shipment with insurance and registration paid during the first three

months accounling period

Workshop and maintenance: Freighting included as part of auxiliary equipmesnt.  Payment, 30 per cent
uplront, 70 per cent on shipment.

Office cquipment Payment 30 per cent upfront, 70 per cent on shipment. Freighting included as part
of auxiliary cquipment.

~
Primary stock of spare parts and tools' 1 years supply is mcluded in the mitial capital costs Thercafter
an annual charge of 77,000 D is made from Y2, Freighting included as part of auxiliary cquipment,

Pre—production expenses: Insurance provides 3 months building and burglary cover. Purchasing and
markeling expenses include 3 months employment of the General Manager (o source equipment and
malerlals and set up sales and communicalions, vehicle running and promotional aclivities, Herealter
an annual charge of 70,000 D is made for marketig and communications Salary for the General
Manager and cosl of vehicle running are included clsewhere

Additional fixed investment: Tlis includes the cost of replacement for the 2 velicles and the forklift
after S years of operation and 15 charged at the end of the Y% accounting period The net valuc is uscd,
taking into account that the onigmal vehicles are sold al the written down value of 142,472 D,
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64  OPERATIONAL DATA

Shifts

The production programme is based on single shift operation.

Working Days

The production programme is based on 8 hours/day, 24 days/month, 12 months/year.
6.5 THE PRODUCTION PROCESS

The process is extremely simple. Board is imported at three monthly intervals with a three
* month lead time in ordering for the following quarter. It is stored at the plant.

The process simply requires passing the board, of correct quality, through the appropriate
machinery for cutting and printing. Gluing and stitching is undertaken after this then the
product is stacked, ready for collection or delivery.

Due to the simple nature of the process and the flexibility required by the customer, boxes

can be made and delivered almost immediately, except possibly at peak times and hence
stocks held of work in progress and finished goods are assumed to be zero.

6.6 THE PRODUCTION PROGRAMME

Sce Table 9,
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Tebde s
n Y1 Total Y2 Y2 Totat n Y3 Tow
w w2 -] w » m £ » n2 b »
o -] [} ] o ] o ] -] [} [+ 4] o +] -]
PROJECTED NUMBER OF FEEDS
Hortcueire 25500 200 130600 26800 265000 200 040 241200 40200 402000 a500c 0000 Zrvooo A0 450000
Flowers Q R0 85000 260 3480C0 ] 2E0 26500 2600 1480006 ] 20600 esn D600 148000
Fan 74 7500 271300 7500 110000 3000 Q000 Q00 Q000 172000 33250 53230 53220 5220 2t30m0
Local ncusry 52500 R0 2500 2500 2500 2500 [ep 2] 13500 87300 20000 103000 W3000 W3000 103000 420000
TOTAL FEEDS 13500 160800 X1%400 143200 TE2000 170700 2«00  AOS00 200300 1072000 N 2’ o 220 1231000
s s Y8 Yr Y3 n e
] ] ] ] D ] D
PROJECTED NUMBER OF FEEDS
Hortcuturs 430000 <0000 430070 430000 450000 430000 0000
Flowery JAO00 1400 148000 14300 148000 145000  14EX0
Fan 2130 213000 2100 213000 21300 213000 21300
Locat inoustry 420000 40000 420000 420000 420000 420000 20000
TOTAL FEEDS 12100 12100 121000 1231000 1231000 1221000 12000
Ncxe Fuhlmwmummm-mmnm Proquction 15603 are thersion teats S aties Uty
MACHINE OPERATNG RATES
1 4] Y2 n
Effaancy Oo% % 100%
Foecs per roderpress. 100Ny 1500y 004
a0key 8 reacay) 1200/0my 1600y
102004Tn 24 vy 23500/mtn 204004
57600k mner 86400/oLzrtev 115200t
Siater creaser 004 00 TSOMY 144000/mch 1000y 00N
Bears wader 0ty 7E800MmEn 0 1132004men S0k 153K0katn
Arm szechier 04 /00T XA 52600/mn <0y 2%E00kEn
Cooper prrger 150ty Be00rn 23 QAZ0MmmN Xk STEDkER
OPERATIONAL REQUIREMENTS
1) Mmmmlmmrmmmm-mm
3 Tmmmmw-lmmmm- U] § SM18r CTeaser ard Deam sionwr
3 Th-wn--umm--uumnanmmwmummanumwM‘ﬂdhbﬂlmm
EQUIPMENT REQUIREMENTS AT ESTIMATED EFFICIENGY RATES (MONTHS OF QFPERATION) :
ROULERPRESS(S SUTTER CREASER « BEAM SLOTTER PRINTER
A Y2 n Y1 7 n n 2 n
Hontouure 13.85417 1185813 11 71878 4610056 AL027TE 90625
Frower 7 70832 4138880 ass4167 25604848 L7106 1284722
Fasn 1432292 1 45K056 1386719 pV -] 001481 b TH
Local exkary 1008228 ALMTOS 2734373 122050 115278 100378
TOTAL MONTHS 215825 eI 18587222 453125 aastes 4121004 1224631 115623 9.082639
NO OF MACHINES 1.80 159 120 Qa8 s 034 ¥ 05 ax3
* taandie 508475 TAT1I6 A 88713 37742 M 4 U448 WO 9533417 16068

oven ot raaa)

P17 5200135 vty 118107

brquvgy ayf ~ yuppy Supnpufnuvsy vog pasrdniioy
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7 MANPOWER

The following manning levels are anticipated in Y1:

Function Salary/wage
1 x General Manager Sales and Managing 180,000 D pa
1 x Production supervisor  Supervise & printer/slotter 72,000 D pa
1 x skilled Rollerpress 30 D/day (=8,640 D pa)
2 x unskilled Takeoff, stacking and indirect 20 D/day each
1 x clerk/secretary Administration 2,500/mth

In Y2 an additional 1 x skilled and 2 x unskilled are budgeted for to cope with the higher
“sales and increased productivity levels. It is possible that some of the labour could be shared
with adjacent flower farm or dairy plant to reduce costs in slack periods.

Salaries and wages are estimated in consultation with local industries and farms. Employer
contributions of 10 per cent are added to the total wage and salary bill for social security
benefits. A 4 wheel drive vehicle will be provided for the General Manager in addition to
his salary.

The Promoter, a well known local entrepreneur, is expected to assist the General Manager in
the three months prior to start-up in order to market and promote the products and secure
supplies and sales. Costs for training and employment of personnel just prior to start-up are
included in investment costs.

If the project is to be part financed by an international donor, it is possible that an ex—patriot
will be provided for the first year of operation to provide managerial and technical assistance.
The cost of this is assumed to be paid through current donor technical assistance programmes
in the area and has not been included in the budgets.
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8 PROJECT IMPLEMENTATION

81 TIMING

It is cnvisaged that a maximum of 6 months will be necessary from beginning of construction
to start-up of the opcration. In advance of this, financing will have been identified and agreed
and the necessary formalities undertaken in terms of application for Development Certificates
etc. Construction and start-up is intended to follow the programme for the dairy plant,
expected to start-up in January 1995. Since the projected sales demand for boxes is scasonal,
start up is intended for July 1995 and the financial year for the plant will run from July to
June. This allows a gradual start up before reaching demand peaks in November~March.
Construction will begin in January 1995, just as the dairy plant is finished, so that any linked
services can be installed.

82  FINANCIAL ARRANGEMENTS

(FC has been identified as the main source for accessing a long term loan although there are
other possibilitics which still need to be cxplored. USAID may provide technical assistance
under the FAPE projcct but they have no access to a long tcrm loan.

Technical partners approached to date have indicated that the project is too small for their
consideration at this stage.

The results of the feasibility study will be forwarded to IFC, if appropriate, in January 1994.
After this, additional project appraisals will be carricd out and, if satisfactory, the loan will

be negotiated.

It is assumed that loan will be received just prior to the commencement of construction (YO
0/0).

83  LAND AND INFRASTRUCTURE

The clearing of the site will constitute part of the construction and be carried out by the
building contractors. Services will be installed at the same time, namely tclephone lines and
the extension of a water pipe from the dairy plant or Makumbayz Farm.

84 PLANT AND EQUIPMENT SUPPLY

Quotations for design and construction of the facility will be sought and, independently, for
the supply of equipment. Construction of the plant is expected to be awarded to a local
company who will source all the necessary materials including imports. The equipment will
be sourced independently from Europc and installed by the supplicr. Standard cquipment is
envisaged with a 2-3 months fcad time from order. Quotes have alrcady been obtained from
Kirby's Converting Machinery Ltd, ID Machinery and the Ccoper Printing Equipment
Company, all in the UK. Two shipments are cnvisaged (401t conlainers), onc for thc main
production cquipment and one for all additional cquipment and sparcs. Matcnials for trial runs
are included in the costs of installation and training and will be shipped with the initial
material stocks prior to start up.
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Imported building malerials will be ordered on Y0 0/0 as will production cquipment, auxiliary
equipment, vehicles, workshop and maintcnance, office cquipment and primary stocks of sparc
parts. Apart from the building costs, payablc on the basis of 30 per cent upfront, 60 per cent
on completion and 10 per cent on start-up, all other imported matcrials will be paiua for 39
per cent upfront and 70 per cent on shipment. All imports will be duty frec,

The period of construction is cxpected to take onc month-six weeks.

85 RAW MATERIALS

Sourcing of raw matcrials will be undertaken by the Promoter and the General Manager with
technica! assistance provided by the FAPE programme. This will take place during the six

months prior to start up. The raw materials will be ordered with a three month Icad time (YO
*0/3) in preparation for start-up on 1 July 1995.

8.6  RECRUITMENT AND TRAINING OF STAFF

The General Manager will be recruited three months prior (o start up, primarily to work with
the Promoter in sourcing of materials, promoting the product and building up a sales order
book. One or two months prior to start up, the addition- staff will be recruited. The foremay
will be employed for one month prior to start-up and the skilled and unskilled workers for

one week each for familiarisation with the process, training and trials. Equipment tralning wiil
be undertaken by the supplier on-site in The Gambia.

8.7 DOCUMENTATION REQUIREMENTS

Prior to the start of construction, it is important that all the necessary documentation is in
place. This applics to:

Development Certificate - to provide exemption from customs dutics and tax holidays.
Company registration and legal documentation

Prior to start-up, the following must also be obtained:

Insurance for building, liability ete

Insurance and registration for vehicles

8.8  TIME SCHEDULE

See Table 10.
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Table 10

Implementation Schedule
1954 1995
1]
AIMIJ]|JlA]S]|O J-J

1. FINANCING

* Submut Feasibility Study to [FC
» Appraisal and approval
* Loan negotiation

2. OFFICIAL DOCUMENTATION
¢ Apply for Development Certificate
* Company registration and legal documentation]
* Apply for construction penmit

* Obtain insurance

3 BUILDING AND INFRASTRUCTURE
* Call for quotations
* Evaluation and contract negotiation
* Site Survey and design
* Site clearance
» Construction
* Instal] Telephone lines

* Connect water supply

s m s m s
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Table 10 (cont)

Implementation Schedule
1994 1995
14
AlMjI|I]A|S|O|N 1-3

4. EQUIPMENT SUPPLY

* Call for quotations

* Evaluation and contacx negotiation

* Impont of production equipment

. Imponafumuiarymdoﬂicemm
vehicles, spares and mantenance, test matenald

* Installation of production equiptoent including
services and elecineal installation

* Installauon of all other eyuiptnent

* Traning and testing

* Stant-up

5. STAFFING AND MARKETING

* Reauit General Manager

* Markeung, promotion and sales
* Recruit other saff

* Training of operators

P17 $221438 oo3uyaa L 111845y
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Tzble 10 (cont)
Impliementation Schedule
1994 1995 1996
M|JiJ]A|S|O|N|D J: F

6 RAW MATERIAL SUPPLY
¢ [deaufy supply scurces and obtain quoles
* Negotiate coatracts and place orders for first

six moaths
* Stupment of matenals for frst six moaths
* Place orders for second six moaths
* Stupmenat of matenals for sccoad stx moaths
© Place orders for next three moaths

e e s m b e e Em s m s Mmoo s e m s e s m e m s sm s m o

N
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Cargill Technical Services Ltd Corrugated Box Manufacturing Plant - The Gambia

9

9.1

FINANCIAL APPRAISAL

GENERAL ASSUMPTIONS

The following analysis is based on the set of assumptions outlined below:

All financial data is stated in Gambian dalasi (D).

The Dalasi has been a fully convertible floating currercy since 1986. Exchanges rates
used in the analysis are those valid in November 1993:

1£=13.75D
1$=91D

Exchange rates are hcld constant throughout the period of financial evaluation.

All prices and costs are fixed at December 1993 prices. Current inflation is about 6
per cent annually.

Project financing is based on:

- Equity provided by the Promoter to finance 40 per cent of total initial
investment requirements

- Long term loan to finance 30 per cent of the requircments, including the
outstanding balance on fixed assets and part payment of initial working capital
for all fixed and variable costs during the first six months of operation and
pre-operating cxpenscs.

- Overdraft facility financing the balance and subsequent working capital
requirements for raw materials and fixed costs.

It is assumed that all external project financing will take place in USD. Since the
, dalasi is fully convertible, all the financial analysis is undertaken in dalasi.

It is forbidden for dollar accounts to be held by any bank in the Gambia. Hence all
financing of short term loans in the form of an overdraft facility is assumed to take
place in dalasi. The rate taken is that given by Standard Chartered Bank at 20.5 per
cent p.a to be paid on an annual basis, equivalent to 14.5 per cent p.a in real terms.
Note that this rate is dependent on participation of an international financing agency
such as IFC in the project. It is assumed that no interest is g'eincd on short term
deposits.

Customs, import duties and sales tax on initial fixcd assets and raw matcrials have not
been included for the first five years of opcration under the assumption that the project
will obtain a Development Certificate. This provides exemption from duties and other
investment incentives such as a five years, corporate tax holiday and capital
allowances. Losscs, including unabsorbed capital allowanccs, can be carried forward
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for a period of six years. After five years, corporate tax on profits is charged at a rate
of 50 per cent or 3 per cent of tummover, whichever is the greater. Additional fixed
investment in the form of replacement vehicles is subject to import duties. It is
assumed that beyond the first five ycars, raw materials purchases will still qualify for
a waiver of import duty and sales tax.

] The project is based on construction during the period 1/1/95-30/6/95, ready for
commercial production by 1/7/95.

° Financial years will run from July-June. This is duc to the seasonal nature of the
business, particularly in the horticultural and floricultural sector where demand builds
from Scptember to peak in December/January/February/March.

] The financial evaluation is based on a 10 year period of commercial operation with
a six month construction period, termed Y0.

. All figures are given for the end of the period indicated.
] The assets are depreciated using the same regulations as the tax authoritics. These are
as follows:
Table 11
Depreciation Rates
Fixed Axsets Depreciation Aniount Depreclation Principle

Land and site preparation 0 per cent No depreciation
Infrastructure 0 No depreciation
Buildings and civil works 100 4% of written down value
Machinery and equipment 100 15% of written down value
Cars and truchks 100 25% of writlen down value
Pre-production expenses 100 25% of written down value

Source: Panncll Kerr Forster, Chartered Accountants, Banjul

Table 12
Initial Capital Allowances
Preniises, buildings, structures or works of a pcrmanent nalure 0.1
All other plant, machinery, fixtures and cquipment elc. 0.2

Source: Income Tax Authorities
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92  TOTAL INVESTMENT ESTIMATE
9.2.1 Investment in Fixed Assets, Including Pre-

A summary of investment cost
detailed brcakdown is contained i

9.2.2 Initial Investment in Working Capital

estimates and payment schedulin
n Scction 6, Tablc 8.

Paid Expenses

g is outlincd overlcaf. A

This is intended to cover fixed and variable costs for the first six months of production,

Table 14
Working Capital Requirements and Cash Flow

Notes: Initial Investment in working capital

1) Variable Costs
Initial working capital:
production.

2) Fixed Costs

Initial working capital: This is intended to cover all fix

39

YO YO Total
0/0 0/3 0/6 D
D D D

Board 2209985.44 2209985.44
Inks 23294.808 23294.808
Adhesives 2413.476 2413.476
Stitching wire 6435 6435
Fuel 43545.6 43545.6
Total for Variable Costs 23294.808 43545.6 | 23294.808
Salaries and wages 166188 166188
Insurance 64917 64917
Vehicle maintcnance 36960 36960
Running Costs 22284 22284
Watcr 367.2 367.2
Spares and maintenance cquip 0
Handgluer 3500 3500
Cutting formes 165000 165000
General stores 13750 13750
Office expenscs and supplies 20625 20625
Marketing expcnscs 35000 35000
Contingencics 5% 19670.135 19670.135
Total for Fixed Costs 202875 64917 64917
(pre-paid clements)
Total Cashflow Requirements 0] 2445003.72 | 388931.93 2833935.7

=d cosls for the first six months.

This 1s inlended 1o covat ‘ne variable costs for the first sin months of


http:388931.93
http:2209985.44
http:2445003.72

or

Table 13
Sumymary of Investment Cost Estimate
Year July-June
£1 = 13.75D Construcilon begins haif way thro Y0, ready for start upon /7
S1 = 91D Yo YOTotal . Y1-va Y5 Y6-Yio
/0 o3 0/6
D D D D D D D
Land and site preparation 13750 0 0 13750
Infrastructure 10000 0 0 10000
Building and avil works including imported 243000 486350 81000 810350
building matenals, design and supemvision
Machinery and equipment including freight, 7413375 1778851.75 88000 2608189.25
design, installation and commissionning
Cars and trucks, ind freight, insurance 177075 423305 0 600380
and registration
Pre-production expenses 6000 3243 156500 165843
ADDITIONAL FIXED INVESTMENT
Replacement of vehides and forkirt
Resale value -142472.99
1 x dwd: 343684
CIF + 46% 1mport du 10% sales tax)
g X p'up: P v ) 268356
(CIF + 14% Import duty + 10% sales) .
1 x forkirtt; 2034615
(CIF + 14% Import duty + 10% sales)
TOTAL INVESTMENT COST 1191162.5 2691749.75 325600 420851225 0 673028512

- 4
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9.3  PROPOSED FINANCIAL STRUCTURE
9.3.1 Capital Requirement

The capital requirement includes the initial investment in fixed assets, pre-production
expenses and initial working capital requirements.

Table 15
Capital Requirement

Fixed Investment 4042669.25
Pre-production expenses 165843

Initial working capital: (6 months operation)

Variable costs 2285674.32
Fixed costs 548261.335
Total Capital Requirement 7042447.91

9.3.2 Capital Supply

The financial resources for the project have not been fully identified. The Promoter has agreed
to put up the equity requirement and the local banks (Standard Chartered and Meridien Bank)
have provisionally agreed to finance an overdraft facility providing other external financing
is involved. There are no development banks in The Gambia and local banks will not lend
long term,

Initial discussions with IFC have given some indication as to possible terms. In order to
comply with the conditions of most financing agencies, a financial structure of 40 per cent
equity, 60 per cent debt has been assumed. Since IFC indicates that they are only prepared
to finance up to 30 per cent of total investment costs, the balance needed is assumed to be
met by an overdraft facility.

No technical partner has been identified to date nor any joint venture z:rangement agrecd.

The final financing terms will slightly alter the project feasibility although it is not expected
to change the final conclusions. ‘
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Table 16
Capital Supply
Share Capital (assumed at 40% of total) 2816979.16
Long term loan (30% of total) 211273437
Short term loan (balance) 2112734.37
Total Capital Supply 7042447.91
Notes: Capital Supply
1) The long term loan is assumed to be on the following terms:

8.5 per cent interest rate p a /annual inferest payments
1.5 years grace period on instalments
9 years repayment period

2) The overdralt facility is assumed to be on the following conditions:
Real interest payment of 14.5 per cenVannual interest payment
These infcrest rates are based on prevailing Dalasi rales. it is forbidden o hold dollar accounts in The
Gambia,

3) The long tcrm loan is assumed to part finance initial working capital only. All additional working capital
after YO wall be financed from the overdraft facihity.

4) It is assumed that no inlerest Is earned on any cash balance, in accordance wilh exisling services
provided by local banks.

3 1t is assumed that share capital and long term loan arc supplied just prior to the start of conslruclion.
The overdralt facility is drawn on as required.

9.4 DEPRECIATION
Annual depreciation is calculated on a reducing balance basis with rates of 0 per cent for land «_

and infrastructure, 4 per cent for buildings, 15 per cent for machinery and equipment, 25 per
cent for cars and 25 per cent for pre-production cxpenses.
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Table 17
Depreclation Schedule
Year A End bal. Land prep Bulidings Machinery Cars and Pre-prod'n TOTAL
B Annual depreciation & Infra. frucks expenses
D D D D D
0 23750 810350 2608189 600380 165843 4208512.25
0 0 0] 0 0 0]
1 23750 777936 2216961 450285 1243823 3593314.11
0] 32414 3912284 1500385 41460.75 615198.138
2 23750 746818.6 1884417 337713.68 93286.69 3085985.73
0 3111744 3325441 112571.3 31095.56 807328.782
3 23750 716945.8 1601754 253285.3 69965.02 2665700.37
0 2987274 282662.5 84428.44 23321.67 420285.362
4 23750 668268 1361491 189964 52473.76 2315946.82
0 28677.83 240263.1 63321.33 17491.25 349753.548
5 23750 6607373 1157267 142473 39355.32 2696611.51
0 2753072 2042237 47497 1311844 292363.819
6 23750 634307.8 983677.3 611626.1 29516.49 2282877.7
0 2642943 173590.1 2038754  9838.83 413733.81
7 23750 6089355 B836125.7 458719.6 22137.37 1949668.14
0 2537231 147551.6 152906.5 7379.123 333209.562
8 23750 584578 710706.9 344039.7 16603.03 1679677.62
0 24357.42 1254189 114679.9 5534.342 269330.516
9 23750 561194.9 604100.8 258029.8 12452.27 1459527.79
0 2338312 106606 86009.92 4150.757 220149.831
10 23750 5387471 513485.7 1935223 9339.202 1278844.36
{ 0 224478 90615.Y2 64507.44 3113.067 180683.432

PIT §2244438 1023uyd3] 111840
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9.5  INTEREST AND REPAYMENT OF LONG TERM LOAN

This is bascd on 8.5 per cent interest rate, 1.5 years gracce period and 9 ycars repayment,

—

Varlable Costs

PRODUCTION BUDGET

Table 18 7]
Interest and Repayment of Long Term Loan
Beglnning End Instalment Interest "
Balance Balance

2112734.373 2112734 373 0 179582.4217
2112734 373 2112734373 0 179582 4217
2112734 373 1877986 109 234748 2636 179582.4217
1877986 109 1643237.845 234748.2636 159628.8193
1643237 845 1408489 582 234748 2636 139675.2169
1408489.582 1173741.318 234748 2636 119721.6145
1173741 318 938993.0545 234748 2636 99768 01204
‘ 938993.0545 704244,7909 234748 2636 79814.40964
704244.7909 469496.5273 234748.2636 59860.80723
469496.5273 234748.2636 234748.2636 39907.20482
234748.2636 0 234748 2636 19953 60241
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Tabie 19

n Y1 Yotal Y2 Y2 Tosst n Y2 Totad

w n2 " w »n e »n »m n n2 »n £
UNITS OF BOARD
(ncL 4% waste)
Haucukire 1682 5328 165984 21684 76640 41808 ass Z0mas 41808 418080 45800 W00 280800 6800 458000
Flower 0 %176 138328 176 230080 0 178 13828 176 230080 ] 178 138529 s178 230880
Fan 22600 2390 29600 2600 114400 «“ra “reo “reo “r:n 178980 53330 55380 %5380 53350 21520
Local moustry 50 600 45800 45800 187200 00 800 &=x0 65900 Zrs6c0 23800 25300 a0 &80 343200
TOTAL 103064 176904 2 148240 003120 135428 20412 08 2104 1103440 167060 20238 SE0S0B 24156 12633900
COST OF BOARD o
(per m2 OLD Banyuy)
Hortcuture S8 271EIT 12 3487424 16116227 27103712 ZMQITI2 ABT2 64 ERIVAIIN  263EISS 41007284 SIRTZE4 480044 G050  7aX64 40044 4600440
Flower [T.5] 0 43291008 1617202 45X1008 2HRIN 4 0 4SWHI008 1361702 431008 DI04 0 43301008 13617302 43WI01 22635504
Fan a24 25684 25684 25684 233564 (2656 3ISBARB  ete28 B8 1ATWTI2 4561312 ASKAIN2 A2 4SEXNN2 1525348
Local inaustry 501 D4asa 234453 24468 24463 WreT2 345189 M1 ETC3 T MM DWOTSE 429638 «29830 008 QUE3S 171842
TOTAL BOARD TA2060 12 14870163  J4EI4B3 11950702 GOGO449.8 1124854 & 1903372 ASAINTH  I1STEIEAS  GRIA004 13462132 22601873 0G1EI4 180014 0414747
COSTS OF OTHER MATERIALS
- " ) 14532017 MIS0086 1754011 2134138 IOSUSISI 1734011 B7T00.SSY
nks 10353248 1204156 18118184 10353248 5176624 14812017 1854002  28560)
Adhesves 1072 656 134082 1877148 1072658 536328 15366822 1GA0LWM 2MBAIGNM 15346022 MEI4HI2 18172562 ZT1STO3 101064 117256 0062812
Sutcreng wire 260 asrs 003 260 14300 4972233 51215202 T1701408 4N7223] DOK117 48453110 E0SAEIG8 BITUNSE 484512 NM2265%
Fuel for gensat 193538 24182 38688 103538 05763 725482 JESTIS? ASX0IR3  ZIT28862 13062041 327MA.182 400932W SIS X789 16334008
TOTAL QTHER MATERIALS 30639504 4204033 S8060 132 33839504 16819752 48191805 2T HINISEIS 45101505 . M0PNM2  SKK0LET  TIZWSBT  WTIMOZ2  5GG0.8T 28405435
TOTAL VARIABLE COST TISTOA62 15000657 35223541 12296187 TOITGAT 1 11728452 2047769 4235515 16267383 OET40E) 14032241 234230 51079175 18STII4 10600702

Y4 vs ve Y7 s 8 ns
UNITS OF BOARD
(nc! 4% waste)

. 458000 458000 458000 4623000 458000 452000 w8000
Flower 20650 20880 20680 230880 20650 220080 230820
Fien 21520 21520 21520 21820 21520 221520 2150
Local waustry 342200 343200 343200 343200 343200 343200 34330
TOTAL 1263600 1263600 1263400 1263600 1263800 1263600 125D
COST OF BOARD
porm2 WO Bamut) - - .. __
Horteutire 4600440 4500440 4600440 4500440 4600440 4500440 4900840
Flower 2695504 22683504 22608504 2605504 2603504 22635504 IMASM4
Fan 18253242 18253248 1E2S324 8 18253248 16233248 18253248 1G2S3MS
Local industry 1716432 1718432 1710432 1710432 1719432 1719432 N2
TOTAL BOARD 10414747 10414747 10414747 10414747  10A14747 10414747 10414747
COSTS OF OTHER MATERIALS
(nct 4% waate)
Inks £7700 55t Q7700331 87700531 E7700.581 BT7TO0SS1 87700 851 87700551
Adhenves GB82812 0562812 (0882312 (0862312 (OAS2812 CDAS2812 OBEM12
Sutcreng wire 24226330 M26.3W 422633 42265% M0 M2 NININ
Fuel 1or genset 15394005 16304008 16304008 16304006 16394058 16304006 1GINIE
TOTAL OTHER MATERIALS 20435435 8405435 20405435 20405435 20405435 28403433 28403435
TOTAL VARIABLE COST 10600702 10600702 10600702 10§90702 10GS9TO2 10690702  10WSOTCR N
L
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Varfable Costs, Notes:

1) It is assumed that production=sales
2) All raw materials are imported dircctly except fucl which is bought locally
3) Board costs* Thesc are based on the following premises.

Fot horticullure/floricullure: A combination of 200K/T BC and 200W/T BC is uscd.

Avcrage cost of this 1s £360/1000 m? or 495 D/m. A1 8000 m¥/container and a cost of 39,064 D/40f,
for d16 E Coast UK 10 dId Banjul, this is 4 88 D/m*. Total cost is 9 83 '

For fish: 200W/T C is uscd.

Avcrage cost 1s £315/1,000 m? or 4 33 D/m2. 40 i container takes 10,000 m?, Frcight cost is 3.91 D/m3,
Total cost 8 24 D/m? did Banjul,

For local Indus'ry: 125K/T B Is uscd.

Average cost is £175/1,000 m? or 2 41 D/m?. 40t container takes 15,000 m*. Cost per m? Is 2 60 D.
Total cost is 5.01 D/m?,

.NB These quotes are given by UK corrugited (+10 per cemt)  The two other quoles received were up o
15 per cent lugher,

Costs are calculated using Zm? of board for horticulture, 3m? of board for floriculture, and 1m? of board
for the rest

4) Other materials: Sales are spread approximately 20 per cent JulAug/Sept, 25 per cent OctNov/Dec, 35 .
per cent JawFeb/Mar and 20 per cent Apr/May/June. Costs for other materials per quarter are split in ®
this way,

For Y1 total use is estimated at 1000 1 + 4 per cent loss at » cost of £3.75 or 51.56 D per lltre.

For subscquent years usage is scaled up in line with sales,
For Y1 total use Is estimated at 150kg + 4 per cent Joss at a cost of £2 50 or 34.38 D per kg.

For Y1 tolal use is eslimated at approx 100 of 2,000 m coils (50cm/box) + 4 per cent loss at
acostof £10 or 137 5 D per coil

Ink:

Adheslves:
Stiiching wire:

For Y1 (uel for elcctricily is calculated as 141 x 8hrs x 24 days x 12 months x 3 D =96,768
D. The fuel price is frec of duly

Fuel for Genset:

Freighting of thesc items is a neglible cost and 1s included as past of the costs for shipment of
the board since shipments will include both board and other materials

5) Customs, import and sales dutics have not been included

9.6.2 Fixed Costs

These are calculated for a 10 year period. For the first three years, shown on a quarterly basis,
fixed costs arc allocated cvenly to cach period,
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Tuble 20 °
Yt Yt Total Y2 Y2 Total
"n n2 n w 2 nz 0 n
] ] ] ] ] 2] 0 D D ]
Salaries and wages 3004 &004 X004 061 parats ] - . [~ ] s [ -~ ] 354552
* Ex pat prosésion ] ] ] ] ] [+] ] ]
[+] ] ] ] ] ] ] [+]
insance 122925 1R2025 12025 1022925 6017 1022925 X2 1WRN2S 12925 0017
0 ] ] ] ] ] [+] ]
Vehicte mmntenance a2 a8 a2 20082 a5 xnx X xnx 2082 21528
and funrang costs -] ] ] ] ] ] ] 0
[+] ] ] ] ] [+] ] ]
Wawr 15 158 1.V LT} 4 15 108 1830 18 T4
[+] ] 4] ] ] ] ] ]
Spares and mairtsnance «Quip ] ] ] ] [+] 1R 150 1R5C 15250 T7000
[+] ] ] ] ] ] ] 4]
Handgiuer &rs ars ars ars 00 s ars ars ars 3500
[+] ] ] ] ] ] ] ]
Cuning tarmes 41250 41250 41250 412% 165000 41250 41250 41250 41250 185000
] ] o ] ] ] 4] ]
General stores osrs o875 as7s osrs 73 aars asrs as7s asrs s
] ] ] 4] ] ¢} ]
Cﬂamwlﬂ. 13125 m2s 103125 103128 41250 103125 3es 103125 x2S 4125
] ] ] ] ] ] [} ]
Markeling sxpenses 17500 17500 1750 115 0 1750 17500 17500 17500 70000
] ] o ] ] ] ] ]
Contngencios 5% 06150875 O835.0875 SAIS047S 9635.0573  IM027 11074708 11074708 11074768  11074.708 4429007
] ] 4]
TOTAL AXED COSTS 20050042 20853842 20851642 20053842 EXSI14S67 2257012 TRSTA12 2257012 ZRSTAIZ  RX2B04T
Y3 Y3 Tolad Y4 s s k24 Ys Ye Yio
» nz2 3 k]
o] o] o] o] D ] o] ] ] ] 0 ]
Salasies and wagm - ] 85838 85838 .-~ ] X54552 54552 AR 354552 A54552 IS4S52 354882 ISas52
* Ex pat provimon [+] 0 [} -}
o ] ] Q
nsurance 1822028 12025 Q025 1622028 %17 6m17 64917 ;7 w17 (1Y 4 04017 &7
] ] ] ]
Vaincie mantenance 20082 €082 2082 382 21528 81528 815 810 a0 %410 o810 - )[]
and runreng cots ] 4] ] ]
] 4] ] [}
Waier 1838 1838 108 108 be X3 s TH4 be X3 ™4 44 44 bo X}
] ] ] [}
Sp-uwmmm-qun 1R 19250 18250 1% 7000 77000 T7000 7000 T7000 77000 77000 Tr
] ] ] ] .
Handgiuer 8rs 875 875 875 3500 IS0 3500 3500 3500 3500 3500 500
] ] ] ]
Cuting tormes 41250 41250 41250 4125 185000 18500 165000 185000 186000 165000 1485000 185000
] ] ] Q
Ganeral sores as7s aa7s ears asrs s s s, 0 0 2r5m 2750 2500
Q Q Q [}
Oﬂmummupdu 1mes 1as12s 103125 103125 411250 41250 41250 41250 41230 412% 41250 41250
[+] [+] -]
Merkeing expenses 17500 1750 17500 17500 oo o0 0m 7000 70000 Tooxm o0 000
Q ] ] Q
Conangencies 5% 11074788 11074 788 11074 768 11074 768 AQWOT  MINOT M2 0T 447117 M7 WUTISNT 4471317 «a13a7
TOTAL AIXED COSTS 23257012 82?0.!2 23257012 23257012 SOXN47 20447 WROA4T @OOTES7 SWOTEST QMO7AS7 QLS7ES TWOTES
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Cargill Technical Services Ltd Corrugated Box Manufacturing Plant - The Gambia

Fixed Costs, Notes:

)]

?)

3)

Salarics and wages for Y1 are calculated as follows:

1 x manager 180000
1 x supervisor 72000
1 x shilled 8640
2 x unskilled 11520
1 x secretary/clerk 30000
Total wages and salaries 302160
Benefits (10 per cent soc sce) 30216
TOTAL 332376

For Y2 and subscquent years a further 20160 + 10 per cent is included for one additional skilled and
wo unskilled workers to operate the sccond roller press/beam slotter/printer.

* An expat provision could be indicated if necessary for financing agency. This should not be included
in the financial analysis.

Insurance Is calculated as follows

Public and product liability 50600

(1 per cent full cap T/0) )

Firc eic

(.3 per cent value of building and

equip) 8250

Burglary 4723

(0 75 per cent stock valuc and office equip)

Employers liability 1344

(1 por cent staff costs excl m'ment)

TOTAL 64917

Annual vehicle maintenance and runsing costs are calculated as follows
Y1-Y5 Y6-Y10

Vehicle maintenance 17200 17200

(8600 D pa x 2)

Running costs 44568 44568

(500km/week/vehicie =52000hm pa
Tknvlitre = 7428 |
1 litre diesel = 6 D)

Insurance: 19260 27542
(4 5 per cent of purchasing coat)

Registration 500 500
TOTAL 81528 89810

The insurance increases from Y6 smce the replacement vehicles are no longer imported duty or sales
tax free.

Waler use is calculated ut 135 m® Cost 5 44 D/m?

Spates and mainienance equip,

For Y1 these are included in mitial investment cosls For subscquent years a charge of 77,000 D is
included to cover knives, slots, scores, motors elc and culting forme repairs

Handgluer. Cost of 3500 D, charged annually Cost of adhcsives included under variable costs,
Culling formes. 15 sizes required @ £800/11,000 D cach Need 1o be renewed annually,

General stores: Drush, soaps, cleaning cte

Office expenses and supplies Fax, photocopy, phone, staticnery cic

INCOME STATEMENT

Sce Table 21.
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Table 21
Ir:ome Statement
YO Total Y1 Y2 Y3 Y4 Ys Y6 Y7 Ys Y9 Yio
D 0 D D 0 D 0 0 D 0 D
Sales 0 3943000 5453000 6298000 6298000 6298000 6298000 6298000 £298000 5296000 6298000
Vanable costs 7037647 12 94749€3 07 106997015 106997015 106997015 10699701.5 1063997015 106997015 106397015 106997015
Fixed costs 826145 67 930280.47 S30280.47 930200.47 S302080.47 938976.57 938976.57 938976 57 938976.57 938976 57
Proft before 0 -39207928 -43572435  -5331982  -5331$82  -5331982 -5340678.1 -53406781 -53406781 -534067B.1 -5340678 1
depreciaon and wierest
Depreciation 0 615198138 507328382 4202851362 349753548 232363819 41373381 333209562 269990516 220149831 180687 432
Interest on loan 179582.422 179582422 179582.422 159628819 139675.217 119721 614 99768.012 798144096 598608072 39907 2048 19953.6024
Intarest cn overdrali 0 748264 524 167924095 2847559.56 O68583 087 4426120.13 S933523.17 7685487 22 9619892.78 118318939 143517419
Profit before tax ~17958242 -5463837.9 -73183952 -87594558 -6690093.9 -10172188 ~11847703 -13439189 -15250422 -17432629 -19903057
Corporate tax
Net proftt after tax -179582 42 -546383795 -73183952 -B7594558 -6690093.9 -10172188 -11847703 -13439185 -15290422 -17432629 -19903057
Accumulated retamned -179582.42 -56434203 -12961816 -21721271 -28411365 -38583553 -50431256 -63870445 -75160867 -96533496 -116496553
proficss .
Notes:
1y - Intarest on oulstanding ovardratt at the end of aach penod s paid quarterly in sreers.
2) Tax 3 normally charged at 50% on profit only after the expury of the Deve.opment Certificate. Losses can be camed forward for 6 years.
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Cargill Technical Services Lid Corrugated Box Manufacturing Plant - The Gambia

9.8 BALANCE SHEET

Sce Tables 22 and 23.
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Table 22
Balance Sheet
Inltal YO Y1 Y2 Y3 Y4 Ys Yé Y7 A(] Y9 Y10
D o] D D D D D D D D D

Net Fixed Assets N11625 420851225 3593314 11 3085385.73  2665700.37 2315346.82 25966"5:) mrr.; IQ‘S&&.I; 1679677 81; usaszu% 1278844.32
Debiors 0 0 0 o 0 g
Slocks of raw malersals 2BXIFIS.68 3874469 81 4036916.7 40383167 40389167 40451987 4045198.7 4045196.7 4045194.7 40451987 4043198.7
and pre-paxd expensas
Cash balance 3738551.04
TOTAL ASSETS 492971354 704244791 746778392  7122902.43 670261707 6352863.52 6741810.2% 6328076.4 5994856.54 572487632 550472649 572404105

3 3 837916 281697916
Share capital 281697916 281697916 281697916 2816979 16 281697916 281697916 281697916 281697916 2316979.16 281537918 281 }
Reserves -179582.42 -56434203 -12961816 -21721271 -28411365  -38583553  -50431256 -63070445 -79150861 -96.’:9:-.2: —116496552;
Loan 211273437 2112734.37 211273437 1877986.11 1643237 85 140848958 117374132 938933.055 704244.791 469496527 23474 \ "
Overdrah 2292316.79  8181490.68 51897527 239636714 205337599 413348425 53003350.1 56344088.1 81539268.1 990464355 1120036 A
Credtors /] 1] 0 0 1] 0 /] 0 1] (]
Tax payable
TOTAL UABILITIES 4929713.54 704244791  7467783.92 712290243 6702617.07 635286152 6741810.21 6323076.4 539485684 572487832 550472649 5324043.06

Noles

1) Net fixed assets: ssa deareciation schedule

2} Deblors and ereditors assumed zero

3 Stocks of raw malerals and pre-pad expenses (current assats) calculated n Workng Capgal Schedule
4) Cash balance s calculated n the Cash Flow Statement

5) Reserves zre caladated in the ncome statement

6 Loan: see Interest and Repayment of Loan Schedule

n Overdraft is cakcuirtad in the Cash Flow Statement
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Cargill Technical Services Lid Corrugated Box Manufacturing Plant - The Gambia

Working Capital Requirements and Cash Flow, Notes

1) VARIABLE COSTS
Initial working capital: This is intended to cover the variable costs for the first 6 months of production,
Since the lead time for ordering and shipping materials is 3 months, for cash flow purposes working
capital is required in Y0/3 for board, inks, adhesives and stitching wire.
For fuel, bought locally, this need only be bought just prior to Y1.
For the second 6 months, working capital is required to cover again the costs for the following 6
months. As before, payment for materials is due 3 months before usage, Y1/9, and for fuel just prior
lo the period, Y1/9, and for fuel just prior 1o the period, Y1/12.
For Y2 and subsequent years, material and fucl orders cover 3 month periods of operation, In the case
of materials, orders are placed and payment is made 3 months before the siart of each period. Fuel is
ordercd and payment madc just prior to the start of the period.

2) FIXED COSTS
Inial working capital* This is intended to cover all fixed costs for the first 6 months of production,
Some of the fixed cosl stems .equire a lead time for importing Some are simply annual items and are
therefore only purchased once prior to the start of the year.
The breakdown by item is as follows:

Salaries and wages Paid monthly

Insurance Paid annually just prior to the production year

Vehicle maintenance

and running costs Maintcnance and insurance paid annually just
prior to production period, running costs paid
cash.

Water Paid quarterly.

Spares and maintenance equip Paid 3 monthly with 3 months lead time.

Handgluer Paid annually, 3 months prior to production ycar.

Cutting formes Paid annually, 3 months prior to production ycar.

General stores Paid 3 monthly with 3 months lcad time.

Office cxpenses and supplied Paid 3 monthly with 3 months lead time.

Marketing expcnses Paid quarterly.

Contingencies 5%

3) CHANYFE IN WORKING CAPITAL
This ‘<14 s to change in current asscts since:
a) Dct; wr-/Creditors: On the sales side the busincss is assumed to be an cntircly cash
business. Hence debtors are assumed to be zcro.
On the purchasing side, all the main raw materials are imported and arc pre—paid with
a 3 month lead time. Utilities are paid on a quarterly basis and therefore settled at the
end of each accounting period. Hence creditors are also assumed to be zero.
b) Work-in-progress/finished goods. Since the process of cutting and printing boxes
has a short lead time and all customers arc local, it is assumed that these are not
significant items and therefore not included in the calculations of working capital.

99  CASH FLOW STATEMENT

Sce Tables 24.
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Cargill Technical Services Lid Corrugated Box Manufucturing Plant = The Gambia

9.10 RETURN ON INVESTMENT

Gl.vcn the negative cash flows and consistent losses throughout the life of the project, it is
quite clear that the retums on the investment are substantially ncgative. The net cash flow is
shown below.

9.10.1 Net Cash Flow

Table 25
Net Cash Flow
laitlal Yo Y1 Y2 Y3 Y4
D ] D D D

INFLOW

Prolk before Interost and dopracialion 0 -3020793 -4052243 -5331082 -5331082
Csedhors change 0 [} [} ] 0
‘Net fixed sssols

8tacks of raw materials and pra-pald sxpenses

TOTAL 0 0 -3020793 -4852243 -5331082 -5331982
OUTFLOW

Net lixod assots 4208512

Raw matorbls and pre-pald exponses 2033938 1040534 1 10244889 ] 0
TOTAL 7042448 1040534.1 182448689 0 ]
TOTAL NET FLOW BEFORE TAX ~7042448 -4961327 -5114000 -8331002 -8331962

Y8 Y8 Y7 Y8 Yo Y10
D o] o o] D o

INFLOW

Prolt balcre Inferest and dopreciation -3331002 -5340878 -5340878 -5340878 -53400878 -5340078
Csedlors change 0 ] 0 0 0 0
Nal fixed sssals 1278044 4
Btocks of raw maletials and pre-pad sxpenses 4045108 7
TOTAL -5331982 -53408780 -5340878 -5340878 -5340878 -16835 08
OUTFLOW

Nel Nxed assels 873028 51

Raw materials and pre-paid expensas 8282 0 0 0 0 0
TOTAL 881310 51 0 1] 1] 0 0
TOTAL NET FLOW BEFORE TAX , -8013293 -5340878 -5340078 -5340878 -5340878 -16035.08
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Cargill Technical Services Lid Corrugated Box Manufacturing Plant - The Gambia

It is not necessary to calculate cither the payback period or the NPV.

9.11 FINANCIAL RATIOS

It is clear that the business is not a viable proposition. However some financial ratios have
been calculated for completeness. The profitability ratios are substantially negative. The
current ratio is unusually high at start-up due to the high stock levels required. Its decrease
is due to the increasingly large overdraft.

Table 26
Financial Ratlos

YO Y1 Y2 Y3 Y4 Ys

% % % % % %
PROFITABILITY
Relurn on Investment -60.7408 -76.8481 -85.8212 -89.4358 -83.4249
Profit/sales ~-115,039 -100.121 -91.3348 -90.2149 -89.3037
Liauiory | )
Current ratio 47.35653 26,2312 16.84599 13.21889 9.786481

Yé Y7 Y8 Y9 Yio

% % % % 1 %
PROFITABILITY
Return on Investment -80.9346 -04.6458 -98.0051 -101.019 -103.706
Profit/sales -81.3689 -90.0903 -89.0865 -88.2951 -87.6685
LIQUIDITY
Current ratio 7.631967 6.097301 4.957396 4.084141 3.3\99223
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Cargill Technical Services Ltd Corrugated Box Manufacturing Plant - The Gambia

9.12 SENSITIVITY ANALYSIS

Sensitivity analysis has been undertaken on the project's financial profile (Y5) on the basig
of the following changes:

. Changes in decmand and hence potential sales volume

® A 50 per cent increase in sales prices

. A 50 per cent decrease in board costs

° A simultancous increase in demand to 1.5 million units, a decrease in board costs of

25 per cent and an increase in sales prices of 25 per cent

The sensitivity analysis has taken high percentage changes in order to assess whether the
project is on the margins of viability or completely unviable. The final scenario takes the most
optimistic sct of conditions within realistic boundaries. All conclusions re-emphasis that the
main constraint is the high cost cf imported board. Even on such extreme analysis, the graphs
overleaf illustrate that the project is completely unfeasible.

Scenario 1 illustrates that an increased demand does nothing to improve the feasibility within
the current cost structure, The total cost lines and the revenue lines become increasingly

divergent.

Scenario 2 has similar conclusions to Scenario 1 although the ratc of divergence is less rapid.
Scenario 3 underlines the importance of board costs. Assuming a 50 per cent reduction, the
project begins to approach feasibility and indicates a brcakeven at 1.4 million units.
However, initial cnquiries indicatc that a reduction of 15 per cent at best is possiblc.

Scenario 4 shows that even in the most optimistic scenario, the project is still totally unviable,
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EFFECT OF A CHANGE IN DEMAND
(demand = sales = production volume)

Units of production

-

—e=— Sales revenue

('000)

*- Fixed costs
Fixed + variable costs + depreciation + interest

Fixed + vanable costs
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Fixed costs + depreciation + interest



EFFECT OF A 50%, INCREASE IN SALES PRICE
(demand = sales = production volume)
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EFFECT OF 50% DECREASE IN BOARD PRICES
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Cargill echnical Services Ltd Corrugated Box Manufacturing Plant ~ The Gambia

9.13 CONCLUSIONS

It is quite clear from the above financial analysis that the business is not feasible and it is not
recommended that the project should go ahcad. There are a number of key problems:

° The critical factor in the project viability is the cost of the board. This alone is higher
on a unit cost basis than the maximum price attainable in the market for
herticulture/floriculture boxes (9 D). Quotes have been obtained for the potential
reduction in board costs if the total demand by Radville were to be included. This
reduction would amount to no more than § per cent BUT any bencefit would be more
than offset by the need to supply a box to Radville in the 4-6 D range,. 3-5 D less
than the value for the rest of the market, in order to attract his business.

) Without the inclusion of Radvillc Famms, the total market, even before assessment of
potential market share, is too small to justify the investment cost. As outlined above,
inclusion of Radville would render the project less not mose viable.

[ ] Due to the high cost of raw materials, particularly board, and the need for a three
month lead time in payment before arrival of stock, the business has an extremely
high working capital requirement and a high interest cost on stocks. This cannot he
sustained by growth in sales revenue.
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Inner protection for Raudville Farm hoves
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Main hoxes uscd by Radville Farms (High quality, white, 4 colour and lid)
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5. . SIFOE FARM
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7 Two colour box and lid used by Sifoe Farms (currently from Senegal)
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8 Two colour, white, 4/5kg box and lid used by YAMS
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Large hoxes (3m?) used by Makumbaya F
from UK)

arms for flowers (currently sourced
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