Agriculture- Meat Sector Profile

ACRONYMS

COMESA Common Market of East and Central Africa

FAO Food and Agriculture Organization of United Nations
GDP Gross Domestic Product

ISO International Standards Organization

Kwh Kilo Watt Hour

MAAIF Ministry of Agriculture, Animal Industry and Fisheries
MW Mega Watts

NEMA National Environment Management Authority

Pa Per annum

UBOS Uganda Bureau of Statistics

UIA Uganda Investment Authority

UK United Kingdom

UNBS Uganda National Bureau of Standards

VAT Value Added Tax



1.0 BACKGROUND INFORMATION ON THE PROJECT
1.1 Introduction of the meat profile

Uganda has one of the best climates in Africa that is moderate with cool temperatures, and
receives rainfall throughout the year. The country has rich and green vegetation with tropical
rain forests and water bodies covering most parts of the country. The River Nile, one of the
longest rivers in the world, starts its long journey to Mediterranean Sea from Uganda. Uganda is
home to the Lake Victoria, the largest lake in Africa and also the second largest fresh water lake
in the world.

Uganda lies astride the equator and enjoys a unique location at the heart of sub-Saharan Africa
within the East African region. The country has been able to achieve macro-economic stability
when clouds of uncertainty rocked many regions of the world. Uganda is one of the fastest
growing economies in Africa with GDP growth rate averaging 7.7% per annum since the year
2000, making the country the fastest growing economy in East Africa.

In order to provide information to investors to Uganda, this Meat sector profile has been
prepared as a guide on the potential investment opportunities in the country. The profile gives
highlight on investing in a number of areas including: beef processing, meat canning, modern
abattoirs, feed Lot, and poultry.

1.2 Overview of the Meat sector

Beef production and meat canning

 Agriculture is the most important sector in Uganda’s economy; accounting for 23.7% of
GDP, 70% of the labour force and 85% of exports products in 2008/009.

 Livestock production in Uganda contributes 7-9% of the total GDP and 17-19% of agriculture
GDP (MAAIF, 2007).

« Cattle are the main source of meat in the country and are reared on rangelands which occupy
84,000 km2. The cattle corridors extend from Moroto and Kotido in North East through central
Uganda to South West of Mubende, Masaka Rakai and Mbarara.

+ Of the cattle population, 80% is in the South West where the average number per household
is 2.11 animals compared to Northern Uganda with 0.67 and the national average of 1 animal per
household.

« The improved cattle breeds are kept under intensive management, mostly on small scale,
medium sized farms and zero grazing. The indigenous breeds are mainly kept under extensive
system.

« The traditional breeds are East African short horn, zebu, long horned Sanga Ankole, Turkana
and Toposa. The exotic breeds are Charolis, Hereford, Aberdeen, Beef short and Braham.

» Between 1991 and 2000 the cattle population in Uganda increased from 5.1 to 6.1 millions
and in 2008 the cattle population was found to be 11.4 million.



Modern Abattoirs

There are currently no abattoirs in Uganda that could be upgraded to meet international
requirements. In Uganda, animals are slaughtered near the place and time of consumption.
Towns are supplied with meat by movement of animals to the towns, where they are slaughtered
and quickly distributed to consumers. The attendant constraints in this system are that it is
inefficient and accumulates waste in the urban areas. The slaughter industry can be divided into
five main categories:

i) Family slaughter

Nearly half the animals slaughtered in the country are slaughtered at this level. There is no
infrastructure or meat quality assurance service in this category.

ii) Slaughter at village markets

At every village market, which may be weekly or bi-weekly, there is meat offered for sale that is
slaughtered on a slab for some markets and on the ground for other markets. Again, there is
limited infrastructure and no meat quality assurance service.

iii) Town slaughter slabs

Eighty percent (80%) of all towns in the cattle corridor have slaughter slabs that serve as places
of slaughter for the supply of meat to town residents, restaurants and hotels. These concrete slabs
are built on raised ground to enable the animal to be slaughtered on clean ground; 75% of these
slabs have no facilities for slaughtering animals off ground, or other basic facilities. The drainage
system is poor or non-existent and there are no essential facilities such as water supply, toilets or
offices.

iv) Urban slaughter houses

These are found in all major towns such as the original 17 district headquarters as at1972. Most
of them have rudimentary slaughter facilities and butchery establishments. The markets tend to
be held on a daily basis and in some places there are permanent buildings and a full-time meat
inspector. Most of these buildings are in dire need of rehabilitation.

V) Abattoirs
There are two abattoirs in Uganda which slaughter and cut meat for the local market:

» Uganda Meat Industries, Kampala;
+ City Abattoir, Kampala.



Poultry processing

» One of the major livestock kept in Uganda are chicken, turkey, guineas fowls, ducks, pigeons,
geese and ostriches, of which chicken are the most kept poultry.

» The national chicken flock is about 23.5 million composed of 3.7 million (15.8%)
exotic/cross chicken and 19.8 million (84.2%) backyard. (Ref. UNHS 2007).

» The production systems are mainly two; commercial intensive where the birds are kept in
confinement, and mostly found in urban centres, with exotic and cross breeds. The other is free
range, mostly for local breeds in rural areas.

« Most of the poultry in Uganda is kept at the backyard. Out of 4.2 million agricultural
household, there are 44,000 agricultural households that keep exotic/cross chicken. (UNHS,
2005). This number constitutes 1.1% of the agricultural household.

» According to Ministry of Agriculture, the broiler chicken is mostly from small scale farms,
with poultry population of below 1,000 birds, constituting 30%. The large farms consisting of
1,000-60,000 birds constitute 70%.

« In 2006, the country produced 44,000 tonnes of broiler meat. From 2003-2005, the poultry
meat increased by 22.9% and the poultry production by 38.7%. Per capita consumption of
poultry has increased from 1 kg in 1996 to 2kgs to date and 80 % of broiler meat is consumed
locally (UNHS, 2006).

There are two major players in the industry: Ugachick Poultry Breeders Ltd; and Bright
Chicks, both of which are engaged in hatchery, breeding and slaughtering and processing of
chicken. The products are sold through hotels, supermarkets and restaurants. The other players
are the small scale backyard slaughter. This is also sold through supermarkets, hotels and
restaurants.

Livestock Population in Uganda
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1.3 Current Activities in the meat sector
a) Meat production

Most slaughtered animals are cull animals raised on small rural mixed farm and specialized beef
ranches. The annual cost of maintaining a farm enterprise for meat production, based on local
livestock production system, is low for most of beef supplies (small holders represent 94% of the
national herd). The fact that the animals produce both beef and milk, the cost of maintaining is
shared between the two products, which can then be offered in the market at lower cost.
Meat is mostly from the traditional breeds, mainly Ankole cattle and zebu. A study conducted in
2007 reveals that beef is the major meat produced in Uganda as shown below.

Meat Production 2007

Meat produced Quantity in tones

147,552
29,328
18424

(UBQS, 2007)

b) Beef Processing

The meat market in Uganda can be categorized into three:

« Traditional Uganda market; which is supplied with low quality chopped meat with bones and
is low priced meat;

» The high quality Uganda market, which is supplied with high quality meat mostly for high
income earners; and

» Expatriates which segment of the market; gets their products from supermarkets, hotels,
restaurants and take-a ways.

There are 7 small scale meat processing plants in Uganda, processing between 300- 700 kgs of
processed meat products per day. All the processing plants are privately owned, mostly by
foreigners. Beef products on the Uganda market include: meat cuts such as sirloin, fillet, topside,
rump steak, t-bone steak, rib roast, silverside, eye roast and shin-on bone; Coarse ground
products like, meat burgers, minced meat, barbeque sausages, merguez, and fine emulsified
products like fresh beef sausages, frankfurters and meat loaf.



1.4 Competitiveness of Uganda’s Meat Sector

Uganda being landlocked presents a major competitive advantage since it is a net surplus
agriculture producer in the region. The Government commissioned a study which recommended
the establishment of structures and systems that generate international confidence. In this regard,
in order to enhance penetration of the European market, the Ministry of Agriculture, Animal
Industry and Fisheries (MAAIF) is working at the establishment of Disease Control Zones
(DCZs) as the first step towards production of healthy animals. MAAIF hopes that the
establishment of DCZs should help investors build a world-class abattoir, equipped and operated
to internationally accepted standards of hygiene. Eventually the DCZs will become Disease-Free
Zones (DFZs) with a larger national abattoir network.

Poultry

» Uganda has low labour costs and, due to the favorable environmental conditions, the costs of
feeds are low compared to the regional markets. The steady supply of water makes Uganda a
competitive investment destination in the Great Lakes Region.

» Uganda has abundant land for production and processing and the climate and soils are good
for poultry feed production.

« Improved infrastructure in form of upgraded road network all over the country facilitates the
timely delivery of chicken to processing plants, and finished products to the domestic and
regional markets.

» There is up to date air transport that promotes and facilitates exportation of poultry products
within the region.

» Uganda possesses good supply of portable water, cleaning and water for waste disposal.

Beef

« The Ankole cattle, the main supplier of meat in Uganda has a low cholesterol level (48.4mg-
60.5mg/100mg of meat) and low fat (3.33%-6.48%) level which is a good health quality
attributes (Ankole Watusa Study, 1993).

« Uganda’s meat is known for good taste and flavor; this is a good market quality attribute.
 Strategic geographic location: Uganda is located in the Great Lakes Region which is ideal for
supplying the growing regional markets in Kenya, Tanzania, Southern Sudan, Congo and
Rwanda.

» Uganda’s beef is produced under halaal slaughter with independent halaal certifiers. This is a
requirement of some markets like that of the Middle East and Arab Countries.

» Uganda’s animals are fed on natural grass, the beef is organically produced. This means there
are no grain feeding and nutritional supplements.

» Favorable business environment offered through liberalization of the economy, the
government is encouraging Private Sector participation in the economy.

« There is government support to ensure meat processing enterprises attain innovative Quality
Assurance Systems such as 1SO.

» Due to availability of raw materials and cheap labour, abundant supply of water and power,
the cost of production is lower in Uganda compared to the neighboring countries of Rwanda,
Burundi and Eastern Congo. This makes Uganda have a comparative advantage.



1.5 Favorable conditions for investing in Uganda
Beef consumption

Consumption of beef is increasing both in absolute terms and on per capita basis, as the income
of people increases. Beef consumption in Uganda is only 6 kgs per capita, which is below the
recommended 50 kgs by FAO. The growing incomes represent an opportunity to invest in the
sector.

Export Potential
There is an export potential to the neighboring countries where endemic diseases and hostile
climate hinder production of quality beef and lack of land.

Access to resources
Land: Uganda has abundant land for industrial development and good and reliable supply of
water from lakes and rivers.

Area covered by water and land in Uganda

236,040 km2
199,710 km2
| Water 36,330km2
Land use

22%
9%
| Otheruses | 69%

Raw materials

Uganda has good supply of cattle for slaughter and according to the livestock census conducted
in 2008, Uganda has a cattle population of 11 millions, this is an increase of 3.9 million from
2005 and about 500 cattle is slaughtered every day in Kampala.

There is an increasing number of both large scale and small scale poultry farmers. These will
offer broilers for the slaughter and processing. Organized contract farming schemes are available
which supply the processing companies.

Labour

There is enough supply of skilled and unskilled labour in Uganda for meat processing industry.
There are graduates in food technology from Universities who can easily adapt to new
technology. The casual labour rates are low with minimum wages of US $ 2-2.5 per day.
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Availability of financing

There are a number of regional and International Commercial Banks including Development
Banks that offer long term financing for viable projects.

Access to Markets / Market Niches

» The domestic market is about 28 million people. The market for processed beef products
especially the convenience packed hygienic beef products, is steadily growing due to; increased
demand resulting from increased population, which is estimated at 3.4 % per year and per capita
incomes.

« There is a tremendous expansion of the tourism industry bringing in a new class of consumers
demanding quality and sometimes unique products.

« There is a dramatic springing up of first class supermarkets like Uchumi, Shoprite, Nakumatt
and Capital Shoppers, as well as Hotels, Restaurants and Takeaways.

« There is export potential to neighboring countries of the greater Regional East African
Community comprising of Kenya, Uganda, Rwanda, Tanzania and Burundi, with a population of
120 million people, as well as COMESA region, beef cows are also exported to Sudan. Most of
these countries have got limited available land, unpredictable weather pattern conditions and
high population growth. This offers an opportunity for Uganda to penetrate the markets.

» The Middle East and Arab countries offer a wider market for Uganda beef because the special
requirement to halaal slaughtering is compatible with Uganda beef industry.

Capability and competence

Uganda has skilled human resource from Universities and Technical Colleges which is trainable
and easily adapts to new technologies. There are graduates in Food Technology with industrial
practical experience acquired from existing processing plants. Makerere and Kyambogo
Universities have 30-40 graduates in food science and technology each year

Favorable Location

» Uganda is land locked and well connected with roads to the neighboring countries of East
Africa and has a well-developed basic infrastructure, electricity and water supplies, required for
establishment of beef and poultry processing industry.

« Uganda is located at the Equator and has tropical climate. This means the animals are reared
throughout the year supplying meat all year, round for beef processing.

« There is earmarked land by the government for beef processing, this is in cattle corridor
areas, of South Western Uganda and the government is encouraging establishment of meat
processing units near the cattle producing areas.

» The government through UIA has also earmarked land for Industrial Development at
Namanve Industrial Park. This is near the main abattoirs and market for products. UIA has also
got land for investors in cattle corridor areas of Soroti, Mbarara, Nakasongola, Masindi etc.

» Uganda has a favorable climate for growing of crops which can be used as feeds for birds.



2.0 INVESTMENT OPPORTUNITIES IN THE BEEF SECTOR The proposed investment
opportunities in the dairy sector include processing one or a combination of the following:

» Beef processing
» Meat canning

»  Modern Abattoirs

* Feed Lot
* Poultry

2.1 Beef Processing
Purpose of the proposed project
To produce beef for the domestic and export markets

Planned
products to
be produced
Quantities to
be produced

Equipment
and
machinery
required

Premises
reguirements

Sources of
the machine
Specialized
Human
Resources
reguirements

Fotential
Markets

Proposed Projected Capacities and Processing Requirements
Details /Assumption

The plant is assumed to produce quality beef cuts and processed meat
products; fresh and cooked sausages, beef hams and smoked beef.

It is projected that the plant has a capacity of 1,000 kgs of beef cuts and
1,000 kgs of processed meat products like sausages; it will start with
60% production capacity in 1! year, and increasing at 10% per year.

A complete set of meat processing plant is required with the following
details

Deboning room with band saw, working tables and butcher tools
Processing room with mincer, bowl cutter, filling machine, smoking unit
Cold rooms

Wehicles for marketing

A building with recommended standards from Uganda MNational Bureau
of Standards (UNBS)

A processing room of high roof, tiled walls and floor;

sufficient rooms for processing, cold room, laboratory personnel service
rooms, power (generator house, cold room store,

German, China, Metherlands and Belgium

Meat Processing Technologists,

Meat quality controllers;

Business manager

Marketing staff

Mechanical Engineer

Domestic market, regional markets and Middle East.
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Proposed Infrastructure available at proposed site

Unit costs (USS)

Fixed line per minute on average

Mational Grid , IKWh for large scale industry 0.075

Mational Gnd 1 KWh for industry consuming more
10 MW per day

PWEESF Industrial per cubic meter

Preliminary Financial Viability Analysis of the Proposed Investment

Assumptions

1. Full production capacity at 1,000 kgs of quality beef cuts and 1,000 kgs of sausages per
day

Production capacity in 1st year of 60% (600 kgs of beef cuts and 600 kgs of sausages )
Increase in production of 10% per year

6 working days in a week and 26 working days in a month
Exchange rate of | US $ = UShs 2100

a0

Estimated capital costs
ltem Amount (US$)

Cand 15000

Site preparation and development 25,000

Civilworks, structures and buildings |- 1)

Machinery and equipment 500,000
Tools .
Vehicles 75,000
Furniture, office equipment
Pre-operating expenses 47 500
Working capital
Total

Ll
F
-
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Major input requirements:
Raw materials

ltem Monthly Quantity Unit Cost Monthly Cost Annual cost
required (USS) (US $) (US$)

Processed industrial materials and components

ltem Monthly Cost Annual total
uantity .‘ ) (USS) (US$)

Non-meat
ingredients
Spices and additives

Veg etable fat

F'a-:kaglng and
casings

T. ptal 14,425 173,100

Factou Supplies

Monthly cost (US$) Annual cost (US$)
emooaw 0t e
Cleaning

requirements

I 10 1575

Labour

Technical

14,400

_ 115,800

Sales

ltem Quantities per Unit cost (US$) Total cost per Annual total
month month (US$) (US$)

15,600 54,600 655,200

———_ R
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Indicative time schedule

m Site identification, preparation and development 1-3 months

-] Installation and commissioning 1-2 months

Financial Analysis Profitability (US$)
Mtems  Yeard  Year2

Total Income _.
Total Expenditure 1479558 1606948 1749481 1908671 2085819 2232423 2500176 27405934 30092352 3
Net Profit Before Tax ________.

Net Profit Margln
Fietu rnon
stment

Feasibility Analysis (US$)
(tem | vesrO| vesrf| Vesr2| Vear3| Yeard| YearS| Vesr6| Vesr7| Veard| Yeard|
DLl [ 00[739%066 | H0aaT | M0 |G | ESE | 129308 | MEISAeT || ZAGE A | Savaee |

Tflaws: I I I I I i
UL IR (R A T200 [921:820) |22y 2525528 2558 076) | 2813 888 |3055:271) |2 407y =2
----------i

Development loan
IO ASE0%. 192526 [A326280] 2536170 [BABEE| 3457421 [AUEHIE] 492612 [GATIAM| 691625
ST __________I
I . I

CLE T | se0000, — i
BTN 06 (260 (BN (ST (60T 17784 195021 2151aR 2960

C'pPratmq expenses 282 444 341,757 413 526 ] 505,444

Interest payments |t L T e
ML O [ 103,333 (1206667, 206, : — i
[EET 930,000 1,580,889 1,805,240 1,937,111 2,084,236 2,248,140 2233307 2456638 2,702302 E
BTN | 238.066 404,377 [ 521,058 698,059 | 939,346 1,249,281 (1,829,857 2468491 [370.988 354373 [

NPV Analysis

i 2o
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Payback Period - 3 Years
Investment Met Cash flow Balance on Recovery of
Investment

___

Yeard

ECTa—
AR isiose Gewoss

Rate of Return (Return on Investment)
jdtem | | vear1] vYear2| VYear3]|Year4| Year5

[ Annual Return on Investment  |IERRRIRE L O kU2 DU CUR- 2 )

2.2 Meat Canning

Purpose of the project

The purpose is to process beef into canned meat products, corned beef, minced beef, hams and
stewed meat products, for domestic, regional and Middle East markets
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Projected capacities and sales and preferred technology
Descrlptlon of technological optlons and preferred choice

s It's projected that the plant has a capacity of 5,000
canned products per day and will start with 50%
capacity in first year increasing at 10% per year

__

- + In order to produce the above mentioned products,
5 -

acomplete set of meat canning plant is considered
8 _ « Domestic market, regional markets, and Middle

with the following details

s Deboning room with band saw, working tables and
butcher tools

s Processing room with a automatic can closing
machine, retort autoclave, mincer, bowl cutter,
filling machine and butcher tools

» Cold rooms
Total cost: US & 1,468 120

Germany, China, Metherlands, Belgium

Estimated total investment costs (US$)
Total investment Amount (UST)

Site preparation and development

Civil works, structures and building

[Machinery and equipment |

Auxiliary and service plant equipment
Office furniture and equipment
Vehicles

Pre-production expenditure

Working capital
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Main production inputs locally available
Raw materials, additives and seasoning

Prcelkg USY)

Machinery and Equipment
There is no local supplier of these equipments in the country and all have to be imported.
Cans/tins: No local supplier, this has to be imported.

Selected Factor Costs
Proposed infrastructure costs

_ Fixed line per minute on average

Mational Grid , IKWh forlarge scale industry

Mational Grid 1 KWh forindustry consuming
more than 10 MW per day

h{hsmal per cubic metre

Proposed personnel and labour costs
Annual wages/salaries (US!

w__
BTN 8 persons , average US $400 per month

EULCURN 8 persons | aenge USS M0 permonth 2880
U0 10 persons . average US § 150 per morth 180,000
I S 138000
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Preliminary Financial Viability Analysis
Estimated capital costs
0

Site preparation and development
Civil works, structures and building
Machinery and equipment

Auxiliary and service plant equipment

Office furniture and equipment
Vehicles

Pre-production expenditure
Working capital

Amount [(Uasg)

Processed industrial materials and components

2m vigntnry Uinit cost (Uod

Quantity

Packaging and
Labels

103,740

184,080

Factory supplies

ltem
Protective wear

Cleaning reguirements
Total

Personnel and labour costs
i

EI
Unskilled
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Sales revenue projections

Quantities per month Umt cost | Total cost permonth | Annual mtal
(USE) (USE)

__—_

Indicative time schedule

th Activit Duration

1-3 months

1-2 months

Financial Analysis

Profitabilitz Analésis :US$;
m :

Total Income
Total Cost
| Sales
Total
Expenditure
I‘T-let SCINEEEE 751,890 876387 1,006,960 1,145,098 1,292,305 1,450,124 1620163 1,804,110 1,754,527 2,109,380 13,810
ax

NET PROFIT __ JEr.0k74 613,471 704,872 801,569 ) 5 9,667,6
Net Profit Jit:yS 19% 20% 21% 21%

Margin

Return
Investment

Feasibility AnaIyS|s (US$)
[
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NPV Analysis
EDNETEE 31720 819910 1735571 2789384 3993098

Discount
or

NPV oo 4580123

Payback Period — 3 Years

Payback Period | Period Investment Met Cash flow Balance on
Computation Recovery of
Investment

Pay back ———

Rate of Return (Return on Investment)

[ tem | | Yearl Year2 | Year3| Yeard | Year5
Annual Return on

investment

2.3 Modern Abattoirs

Purpose of the proposed project

The objective of this proposed project is to operate modern abattoirs and produce high quality
products for the local and the export markets.

1,607,654

(2,917,301)

Proposed projected capacities

Proposed plants and capacities

The following are proposed for this project:

» One central abattoir and processing plant in Nakasongola.

« One Abattoir with slaughter and cutting line at Kiruhura.

» The capacity for the two abattoirs will increase from 4,500 tonnes each = 2 x 4,500 =9,000
tones (carcass weight) per annum to 2 x 6,480 tones = 12,960 tones assuming the average carcass
weight of 150kgs initially and finally 180kgs. The abattoirs and the processing plant will be
designed to cope with this capacity.

Capacity parameters

Parameters Today Vision (future)

Number of catlle per day )
Average slaughter weight [(Kgs|
Workmg days per week —_

st spscy.tone peryesr R
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Livestock population in Uganda

Population

12.5 million

37.4 million

Source: New Vision, Wednesday, 24th June, 2009

Capacity of proposed abattoir
Capacity Parameter

2 abattoirs and 1 meat processing
plant [carcass weights)

Proposed processed products
Processed Products

Fillets and steaks _
Other de-boned beef products | et

Processed for hamburgers,
beef sausages etc
Ennes. offal

_——

Estimated Total Investment Costs

Selected Factor Costs
Cost of Labour

Source

— Estimated

Clerical staff Estimated
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Infrastructure at the proposed site US$ (000)
Amount (USS)
(OISR  Fixed Line, per minute on average [ 005

0.12

Electricity

Water supply

Proposed management costs

[tem Total number of staff for Annual wages/salanes (US§)
wio ab: irs

__
Technlcal and skilled 16
Unskilled __

Preliminary Financial Viability Analysis of the proposed Investment
Estimated capital costs
Capital ltem Cost (USS)
e a0 500
‘Buildings and Civil Engineering Works Machinery and 4,400,000

9,000,000

F-'em lirement ual units of Annualinput
unit output output i

Raw Materials (cattle) _

Direct overheads( water) AmAftone of 22500m*
slaughter

Direct Supplies (transport 25 lump T50,000(USE)

of live stock) sum

ECAETAE M - 18 400000 18| 720,000(USS)
Direct labour (unskilled) | 6,000 BT 342 000(US%)
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Estimated Production Costs and Operating Expenses
Production and operating
cost item

-

| el | L] ] ]

a) Estimated Annual Sales Revenues

5 L-tl-u ltem Annual Qty | Annual Sales (US§)
30000 1,350,000

___—

Project Implementation Plan
Activity Time line (Months)

Financial Analysis
Profitability

I- 11]‘rzl‘l:)dﬂ.ﬂ- 12'213?’:2:-]- o

- - 442%
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Net Cash Flow Analysis (US$
Cash flow ltem

=1 e mﬂg- ww-
Bl Ol 7 0 R ATRST anTieamonn e

NPV Analysis
_____
S 2% I [ ]

15594022

Balance on Recovery of
Investment

Assumptions

» Anincrease in the operating cost of 2% from the first year of production to the third year, we
further assume that from the fourth to the fifth year there will be an increase of 5%.

» There will be an increase of 5% in the wholesale prices of carcasses from year one onwards.
« Depreciation is estimated at 25% for every 3 years of full capacity production.

 Life time for equipment is estimated at 12 years.

 Sales and revenues only cover carcasses and other by products excluding processed products

2.4 Real feed lot

Purpose of the Feedlot Fattening Project

The project aims to purchase young and weaned calves of about 4 months old from a myriad of
small scale producers and ranchers within the cattle corridor and have them prepared for
slaughter (i.e. fattened) through improved feeding. The animals shall be sold off for slaughter as
soon as the target weight has been achieved.

Estimated Total Investment Costs
~ Cost(USH

- Capital tem
a0 1aam
‘Buildings and civil engineering works 381,500

4,097,856

97,500
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Main production inputs locally available

7.716.8

Infrastructure available at the proposed site

[Type  [Descipion [ Unitcosts 000
Utilty _—

Telecommuni
cations '.'}I' 12

- _-

Personnel and labour costs
Description C Cluantity Annual
cost (USE)

Technlcal

Unskilled

Preliminary Financial Viability Analysis of the Proposed Investment

Production Schedules
Intake of fatteners 100% 100%

Culled animals ____

| Dead animals  |FE v )

animals

Production quantities

e
EICCIRECEIEEN | 7666 ¢ 8518 8518 9369 | 9369 43440

Culled animals 1150 1065 852 703 468 4238
___-__

als



Production Costs for Animals
Cost ltem Ye

Fattened Animals
Culling

Losses (Dead)

Total Production
Costs for Animals

Sales
Item
Fattene
d
Animals
Culled
Animals
Manure
Total

Sdles

Financial Analysis
Profitability Analysis

Yearl

Cost of production
(US$)

Net profit before tax
us$

Net profit margin
Return on

investment=.Net
profitt NBY

il

Cash flow items Year 0 Year 1 Year 2 Year 4 Year 5
Totallnflows 0 3730134 4083018 4019280 4347365 4,277.230

Discount 0.909

Factor

NPV 14,886,322 I
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Project Implementation schedule

Time line (Months)

31 onwards

2.5 Poultry Processing

Purpose of the project

To establish a poultry slaughter and processing plant in Uganda, the project is to produce dressed
chicken and chicken parts for domestic, regional and Middle East markets.

Project capacities and preferred technology

Details /Assumption
Planned products
to be produced
Quantities to be
produced

Equipmentand
machinery
required

Premises
requirements

Sources of the
machine
Specialized
Human Resources
requirements

Potential Markets
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Estimated Total Investment costs (US$)
Total Investment Amount (US$)

Land

Site preparation
Civil works, structures and building
Machinery and equipment

Auxiliary and service plant equipment
Incorporated fixed assets

Working capital

Pre-operating costs

Total

Main production inputs locally available
Raw Materials
Unitprice (US$)

2.6 per head

Selected Factor Costs
Infrastructure available at the proposed site

Descri Unit costs (US$!

- Fixed line per minute on average 0.05

_I'Ia_’[inr_lal Gnd , IKWh for large scale 0075
MNational Gnd 1 KWh for industry 0/019
consuming more than 10 MW per

day

Industrial per cubic metre 0.68
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Personnel and Labour costs

Description

Unskilled

Total

Preliminary Financial Viability Analysis of the Proposed Investment

Assumptions

Full production capacity of 10,000 dressed chicken per day

Production capacity in 1st year of 50% (5,000 dressed chicken ) -slaughtered per day
Increase in production of 10% per year

5 working days in a week and 22 working days in a month

Exchange rate of 1US $ = UGX Shs 2,100

Major Input Requirements

Raw Materials

Assume 5,000 chicken bought in a day, 5 working days in a week
Monthly Quantity | Unit Cost (US$) Monthly Cost Annual
required (US$) cost

(US$)

- f20000 213 255600 3,067,200

Processed Industrial Materials and Components

ltem Monthly Unitcostin Costin | Annual Total
Quality UsS$ US$ US$

Packaging
(steroform trays
wrapping film
labels)
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Monthly Cost (US$) Annual Cost (US$)

Cleanlng requirements 3,072

S T

Labour

Annual wages/salaries (US§)

—_

B o oo 15 8 400 per

meER . 14B200

Sales Projections

Assume 5,000 Chicken slaughtered per day and 5 working days in a week
ltem Quantities per Total cost per Annual total
month month (US$) (US$)
Dressed
Chicken
ndlcatlve implementation time schedule

Frnjectexecutlon arrangements

Site identification, preparation and development
Procurement of machinery and equipment
Installation and commissioning

Commercial operation
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Financial Analysis
Profitability

Year 1 Year 3 Year 5 Year 6 -ra

Total 4046403 4403563 4802562 5246734 5917125 6505796 7.220104 7920907 6694458 9474811 64407602
Expenditur
&

369,970 467 965 21,136 742,855  Te3 377 856,642 957,158  1,085920 1,234,877 7,077,851

HEW| e

Business
Activity
increment

Net Profit 10%
Margin

Return on
Investment

Feasibility AnaIyS|s (US$)

Injection

Development

Expenditure
Purchases
Operating

217,784 1.560.060
Repayments

o m-"“ﬂ“““““ﬂ

RIS (238000] 08810 | 1837763 2 $33.125 (11364483 14,057,534 (17109483 2612163
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=z

PV Analysis and Payback Period

I
Payback
]

3.0 OTHER CONSIDERATIONS AND ADDITIONAL INFORMATION

3.1 Beef and Meat caning environmental and regulatory considerations

Location

Beef processing investments can be located in any part of the country especially where a cattle
keeping is the predominant activity. The cattle corridor (shown in the map that follows) is the
most suitable. The geographical belt that has potential for production of cattle is also suitable for
the location of beef canning investments.
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The Cattle Corridor in Uganda

_ Cattle producing area

Environmental issues

The National Environmental Management Authority (NEMA) and Uganda National Bureau of
Standards (UNBS) are responsible for ensuring compliance with national environmental and
hygiene requirements.

Regulatory and Licensing issues and procedures

The following are the requirements from different government organizations:

« Company Registration Certificate from Registrar of companies;

» Investment Licence from Uganda Investment Authority;

 Health Certificate for facilities and personnel from the district health department;
» Product Certification from Uganda National Bureau of Standards;

« Tax Registration from Uganda Revenue Authority; and

« Environmental permit from National Environmental Management Authority.

3.2 Modern Abattoirs location, environmental aspects and regulatory considerations
Location

The animal health situation in Uganda requires export abattoirs to be located within the Disease
Control Zones (DCZ). The Ministry of Agriculture, Animal Industry and Fisheries (MAAIF) has
proposed four such zones as shown in the map that follows.



Proposed Disease Control Zones

Environmental aspects

The National Environmental Management Authority (NEMA) and Uganda National Bureau of
Standards (UNBS) are responsible for ensuring compliance with national environmental and
hygiene requirements.

Regulatory and Licensing issues and procedures

The following are the requirements from different government organizations:

« Company Registration Certificate from Registrar of companies;

 Investment Licence from Uganda Investment Authority;

» Health Certificate for facilities and personnel from the district health department;
« Product Certification from Uganda National Bureau of Standards;

» Tax Registration from Uganda Revenue Authority; and

« Environmental permit from National Environmental Management Authority

3.3 Feed Lot location, environmental aspects and regulatory considerations
Location

The project shall be located in Luwero District, at the outskirts of the cattle corridor. The main
purpose is to locate it in an area with good rainfall and soil fertility to facilitate growth of fodder
and production of silage, a key input in the fattening process. The cattle corridor will remain the
key catchment area for this project. The corridor is characterised with low rainfall which has
resulted in a low stocking density for livestock. Grass-silage fattening may not be viable in such
an environment since it requires that quality grass and fodder be made available for the purpose.
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The decision about the optimal location is influenced by several factors including the following:
* Minimizing operational costs.

» Minimization of transport costs of animals, fodder, by-products, concentrate feeds and
manure. Since the feedlot fattening system is a cut and carry system, transport of fodder, by-
products, concentrate feeds and manure will form the bulk of the transport. Transport costs for
fodder will be an important part of the total production costs and have to be minimized. Locating
the unit near the main source of fodder means also minimum costs to return the manure to the
place where the fodder was grown and in this way may promote good agricultural practice.
 Easy access from the public road to the feedlot.

* Reliable water supply. Depending on the moisture content of the feed, the outside
temperature and humidity, an animal of 300 kg live weight requires 30 - 90 liters water per day.

Environmental aspects

The National Environmental Management Authority (NEMA) and Uganda National Bureau of
Standards (UNBS) are responsible for ensuring compliance with national environmental and
hygiene requirements. Though the project is anticipated to pose no danger to the environment as
attempts shall be made to as much as possible to produce beef organically, it will be
implemented in consultation and guidance from NEMA.. Accordingly, manure generated from
the project could be sold or used to produce biogas and mitigate on the environmental effects of
methane gas.

3.4 Poultry project location, environmental aspects and regulatory considerations

Location

Uganda has the potential to produce both local and exotic chicken. Local chicken is reared by the
majority of the households in Northern and Eastern Uganda. The chicken roam in the fields on a
free range system to produce high quality organic eggs and chicken. Exotic chicken on the other
hand, are extensively reared in the Central region of Uganda. The detailed location of the major
chicken producing areas is shown in the map that follows.



A map showing the Major Poultry Producing Areas
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Local Chicken Producing Areas

Exotic Chicken Producing Areas

Environmental Issues

The National Environmental Management Authority is the Statutory Institution and lead agency
in Environmental issues and usually an Environmental Impact Assessment is carried out before
an industry is established.



Regulatory and Licensing Issues and Procedures

« Company registration by Government Registrar of Companies and Uganda Investment
Authority is required.

« Operating permits and License from health department of local government is required, a
health certificate is provided.

« Product certification by Uganda National Bureau of Standards, a product certification
certificate is provided.

» Tax registration by Uganda Revenue Authority is also required, a VAT registration certificate
IS provided.

4.0 USEFUL CONTACTS
Main Contact

Uganda Investment Authority
Twed Plaza

Plot 228, Lumumba Avenue
P.C.Box 7418, Kampala

Tel: +256 414 301 000

Fax +256 414 342 903

Email:  info@ugandainvest.com
Website: www_Ugandainvest.com

Government Agencies
Ministry of Agriculture, Animal Industry National Environment Authority

And Fisheries (MAAIF) NEMA House

Flaot 14-16, Lugard Avenue Flot 17/19/21, Jinja Road
F.C.Box 102 Entebbe, Uganda F.O. Box 22255, Kampala
Tel: +256 414 320 329 Tel: +256 414 251 064/5/8
Fax: +256 414 323 239 Fax: +256 414 257 521
Email: psmaaif@infocom.com Email:  info@nemaug.org

Website: www._nemaug.org/

Uganda National Bureau of Standards  Uganda Insurance Commission

Plot M217 Nakawa Industrial Area Plot 3 Pilkington Road, 3 floor
P.O.Box 6329, Kampala P.C. Box 22855, Kampala

Tel: +256 414 505 995 Tel: +256 414 346712

Fax: +256 414 286 123 Tel: +256 414 253 564

Email:  unbs@infocom.co.ug Fax: +256 414340260
Website: www.unbs.go.ug Email:  uic@uginscom.go.ug

Website: www.uginscom.go.ug

Uganda Export Promotion Board Uganda Revenue Authority
Conrad Plaza 5% floor Nakawa Industrial Area
Entebbe Road F.O. Box 7279, Kampala

F.O. Box 5045, Kampala Tel: +256 414 334 000

Tel: +256 312 262 590/ Fax: +256 414 334 253

Website: www ugandaexportsonline.com  Email:  prie@ura.go.ug,
Website: www_ugarevenue. com



Private Sector Associations
Uganda Manufacturers Association
Lugogo show grounds

P.O. Box 6966, Kampala

Tel: +256 414 220 831

Fax: +256 414 220 285

Email:  information@uma.co.ug
Website: www.uma.or.ug/htdocs

Uganda National Chamber

Of Commerce & Industry

P.O. Box 3809, Kampala

Tel: +256 414 503 024/36

Fax: +256 414 503 036

Email:  info@ugandachamber.com
Website: www_ugandachamber.com

Banking

Bank of Uganda

Plot 37/43 Kampala Road
P.O. Box 7120, Kampala
Tel: +256 414 258 441
Fax: +256 414 233 818
Email:  info@bou.or.ug
Website: www . bou.or.ug

Private Sector Foundation of Uganda
Plot 43 Nakasero road

P.C.Box 7683, Kampala

Tel: +256 414 230 956

Fax: +256 414 342163

Email. psfu@psfuganda.org
Website: www psfuganda.org

Uganda Bankers’ Association
P.O. Box 8002, Kampala

Tel: +256 414 343 199

Email: etkikoni@ugandabankers.org



