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ABSTARCT

Bangladesh is a densely populated developing country with agro based economy. But at
this advanced stage of science and technology, Bangladesh is vet to compele in the
inlernational market with its agro-based products. lmpored agricultural comimadities are
playing a dominating role in our market. Highest priority has been given on mdusirial

development to achicve the desired level of macro economic development of the country.

As for mitk products, there are only a very fow companies who are existing in the market
wilh a limited number of items against a full range of imported ilems having various
product features such as packaging, favor, taste, quality, durabilily ete. Urban section of
the population of the country is not getting the required fresh milk which is lcading most
of them depended on powder milk duc to poor transportation facilities and lack of local
milk processing and preserving facilitics. A censiderable amount of forcign cxchange is
going out cvery year in the lorm of impor payment for milk powder and milk based
products including much needed baby food. causing an adverse havoc in the country's

balance ol payment sifuation.

The proposed project of “Milk & Milk Products™ is an appropriate and timely concerned
approach because of its connection o the agro-based indusiry. The immediate objective of
this project is to produce milk and milk products and market them all over the country. As
a consequence, it will have multifaceted beneficiary {rom rural poor to vpper income
group people in the cities. The projeet will have direct impact on job creation lor skilled
and semi-skilled people, savings of fureign currency, contnibution to GDF, and

consumers’ bealth in general;

with this point of view - the feawbility study will focus on the analysis ol the
practicability of a proposed milk processing plani that will meet dilferent options and
choices of the consumers. This study aims to address two types of leasibility studies in
broader sense, ie. (i) Commercial feasibiliy and (i} Socio cconomic feasibilily.
Commercial feasibility study again compriscs of five diflerent aspeets namely: technical,
marketing, linancial. managerial and orpanizational. profitability element will be taken
into consideration from the individuals as well as the lenders point of view for commercial
feasibility whercas in case of economic feasibility (he same is viewed from the socicty’s

angle as a wholc.

1x-




CHAPTER - 1
INTRODUCTION

1.1 BACKGROUND

Bangladesh is a densely populated developing country. To achieve the desired level of
macro cconomic development of the country, highest priority has been given on industrial
development. As the country is mainly an agro-based onc, the agro-based industrial
development might be the milestone of the cconomy. But at this advanced stage ol
science and technology. Bangladesh is et to compete in the international market with its
agro-hased products. As a result, imported agriculiural commodities are playing a
dominating role in our market. Consumers prefer to buy imported commaodilies al much

higher prices [1,2].

As for milk produets, there arc only a very few companics who are existing in the market
with a limited number of items against a full range of imported ilems having various
produet features such as packaging. flavor, taste. qually, durability etc. Fhese featorcs

attract customers in favor of imported items cven if higher price is charged.

Urban section of the population of the country is not geiting the required fresh milk which
is leading most of them depended on powder milk. Milk produced in remole areas
somelimes face gluts due to lower price while city dwellers find fresh milk chenished.
this is duc to poor transporation facilities and lack of local milk processing and
preserving Facilitics. A considerable amount of foreign cxchange is going oul every year
in the form of import payment for milk powder and milk based products including much
needed baby food, causing an adverse havoc in the country's balance of payment

stluation.

With this point of view - the feasibility study will focus on the analysis of the
practicability of a propuscd milk processing plant that will meet different opliony and

choiges of the consumers.

This research project will tocus on justifying the soundness of the invesiment by means of
a critical and systematic analysis of dilferent clements of a project. This study aims to
address two types of [easibility studics in broader sense, i.e. {i) Commercial feasibility

and (i1} Socio economic feasibility [3].



While studying the commereial feasibility of the project profilability clement will be
taken into consideration from the individuals as well as ihe lenders point of view whereas
in case of economic feasibility the same 15 vicwed from the society’s ungle as a whole.
Commercial feasibility study apain compriscs of five different aspects namcly: technical,

tarketing, financial, managerial and organizational [4,3].

1.2 OBJECTIVE

The propesed project will aim at the following objectives:

{a) Analyze the market condition and assess the market demand and prospect of ihe
proposed project.

(b} Assess the socio-economic and environmental implication of the project.

(¢) Assess strength, weakness, opportunity and threat (SWOT) of the project.

{d) Assess the financial and technical viability ol the project.

The main outcomes of this study are — {1} a comprehensive feasibility reportl, which will
also identify the constraints of the project, (ii} a business plan lo offset the constraints,
(i1} a host of polential opportunities to strengthen locally produced products against the

powerful brands of foreign items, as an aid to develop future markceting plan.

1.3 METHODOLOGY
The followings step-by-step methodelogy will be applied to this research project:

{a) Markel study will be carried oul mainly on the data‘information collected through

field visits, market survey and discussions with businessmen related o this
digcipline.
(b} Financial and cconomic analysis will be dune hased on real data obtained from

engincering estimation and suitable engineenng cconomic methods.

(¢} The environmental assessment will be done in consultation with the Department
of Environment and Pollution Contral with respect to Environmental Policy 1992

and ElA rule,

(d} Technical assessment will be done based on the consideration of engineering

design of the project, infrastructure {acility. production process ete.



CHAPTER -2
LITERATURE REVIEW

2.1 MAJOR ASPECTS OF FEASIBILITY STUDY

A project is the whole complex of activities involved in using resources 1o gain benefits.

A [leasibility study is defined as an cvaluation or analysis of the potential impact of a
proposed project or program, A feasibility study is conducted to assist decision-makers in
determining whether or not to implement a particular project or program. The feasibility
study is based on cxtensive research on both the current practices and the proposed

project/program and its impact.

Projcct appraisal or Feasibility study means pre-investment analysis of an investment

projcct with & view Lo determine its commercial and socio economic feasibilities.

Major Aspects to be leoked into while appraising or studying feasibility of an
invesiment project are Commercial Appraisal / Feasibility Study and Econemic

appraisal. Details are outlined below:

1. Commgrceial Appraisal / Feasibility Study

a) Technical

The technical aspect of an industrial project arc appraised to determine whether
the project iz sound with regard to very enginecring and technological
considerations, including product specification, process, size, internal balance,
suitability and availability of physical facilities, designs and layouts of cquipment,
building ctc. The main cobjcctive of technical appraisal is to look into the
appropriateness of lechnical structure of the project within ccrtain economic and

financial constraints.

The key issues to be considered are as follows:

» s the engineering design of the project sound?

» Has the sice of the project plant that is, ihe proposed scale of operation been
determined on a correct assessment of the requircment of the industry vis-a-vis
markel s12e?

»  Has duc consideration been piven 1o aliernative production process?



b}

»  Are the inputs needed by the project available at reasonable costs?

= Ts the location of the projeet of maximum cconomic advantape?

The bagic aspecls to be analyzed in the course of technical appraisal are

(i}  Preliminary investigation of product / service, raw malerials, manpower skill
and technology required for manufacturing / service and testing and
analvtical repor,

(i} Selection of production process involving choice of alternative technology
and seleetion criteria, wastage in manufacturing process, by-products and
(heir recovery & disposal of waste and effluents,

{iiiy Machinery and equipment for production service,

{iv} Production capacity and efficiency.

(¥) Siie sclection and considering technical factors, cost faclors of production,
marketing factors, administrative and housing factors, secial and pohitical
lactors,

(vi) layout plan of site. building, plant and machincry, supplementary
installations

(vii} Analysis and evaluation of utilities & supplies covering raw materials. stores
and spares, lechnical 'J.-umw how, transfer of technology, power, fuel, watcer,
gas cte., labour and transportation

Marketing

Markeling may be defined as "the performance of all business activilies involved

in the Mow of goods and services from the producer to the consumer”. Marketing

Plan is the mosi critical segment of project feasibility analysis. Through this the

company assesses the opporunities and threats in the environment, and develops

strategic responses that nltimately lead it to its set objectives. The objective of

market analysis is to see how much ol these poods or services ithe community is

disposed to acquire and at what prices. The market analysis 18 concemned initially

with the study of demand for a project’s output. Market analysis covers the

following aspecis:



Are there adequale possibilities for surviving the project in view of (he
consumet’s needs, produetion, distribution ete. of the produce(s) / Product (s)

te be produced by the projeet?

Has the demand for the produce(s) / Product(s) ol the project been duly
assessed taking into consideration all the factors which affect the said demand

both favourable as well as adversely?

Whether supply analysis of the produce(s) / Product (s} ol the project has been

made properly?

[ave (he size of the market for the produce(s) / Product {8) of the project as
well as the maximum share of thosc produce(s) / Product (s) that might have in
the said market been detcrmined properly from the interacion of the demand

for and supply of the produce{s) / Product {s) of the project in question?

Whether the sive of the plant is cnough 10 supply the required quantity to cope
with the gap that existy in between the demand for and supply of the

produce(s} / Product (s) of the project?

Will (here be any major risk for marketing the produce(s}/ Product (s)?

Finaneial

The main purpose of financial appraisal is Lo asscss if (he propesed project is

viable in tcrms of its operation in the future years and its financial soundness. To

S8

whether the project will be able to gencrate sufficicnt surplus afler meetinp all

operating costs and olher day o day trapsactions to mect ils long-term debt

obligations. The relevant Information collected through technical, markeling,

management and economic appraisal of the project have direct bearing upon its

financial appraisal.

The {inancial appraisal is dirccted to examine mainly the following two aspects:

(1)

()

Financial requirement to bring the project inlo cxistence and the prohable
sources from where the required funds will be forthcoming; and

Prospects of adequate revenuc generation by the preject when it goes into
operation, position of the concern with regard o its actual cash peneration
(Liquidity} and its probable impact upon the fipancial condition

(Solvency)



The financial appraisal of a project thus covers the following aspecis:

iy  Assessment of net-working capital to have adequate provision.

iiy  Estimailes of the tolal cost of the project.

iiiy  Drawing means of finance {sources of linance).

iv} Sales Fstimates and Eaming forccast to ensure profit for ils owmers or
SPONSOTS.

v)  Fstimates of cost of goods sold and gencral administralive and selling
expenses and other financial expenses to cnsure whether the costs are
exhaustive and realistic.

vi)  Various ratio analysis, IRR calenlation and sensitivity analysis to withstand
apainst possible threats.

vii) Rreak-cven and cash flow analysis to ensure adequate liquidity and cover ils

debt servicing liabilities, projected balance sheet,

Jd) Managerial

Management feasibility study rofers to the assessment of the ability of a
management in rclation o the functions, which they have to perform. The
evaluztion of management rests, apart from environmental factors, on the

resourcelulness, competence and integrity ol 1ls management.

An assessment of the principal promoters in respect of their inlegrity. experience
and capabilities to implement and run ihe project is of prime importance before
extending a credit of any amount. As because a project which is viable from
cconomic, marketing. technical and financial aspects may fail if wrong persons
arc chosen io cxccute and run the project. Fven a project with excellent market
prospecl, outstanding enginccring design and full proof financial arrangements
may end in failure il its management is not efficient, honest and dynamic. In other
words, the ultimatc success or failure of a project depends mainly on its

management zhility and sincenity.



The management appraisal covers the analysis and interpretation of the following

areas ol the prospective enlrepreneurs:

(1 Tdenification of management compelency;

(iiy Tamily background and cxpericnce in related spheres,

{u) FEducational background;

(iv) Financial strength and capability of mobilizing funds as their part of equity,
as well as their existing investment in land. building, machinery and other
assets.

(¥)  Credit investigation and evaluation of credit worthiness through interview of
the applicant, bank reports, government reporis/publication, report from
trade cirele

(vi)  Liguidity status ol the applicant.

The key issues to be considerced arc as follows:
» Do the top managerial personnel possess sullicient expericnce in the line of
production in which the project falls?
+ Ilus ihe supervisory stafl been chosen with exclusive consideration of
experlise and abifity?
» IIas due bhalance been maintained in the employment of supervisory stalf and

production workers?

e} Organizational
The key issues to be considered arc as follows:

« Has the organizational structurc been devised in a way (hat inter departmental
coordination becomes casy?

» Are the documents in respect of the organizational sct wp of the project

proper?

II. Economic appraisal

In the economic appraisal, the project is looked at from the national or social point of
view and the economic cash flow is calculated on the basis of "true or real prices”,

commonly known as accounting or shadow prices, While in the financial appraisal,



the project s looked at from the sponsor's point of view and cash [low is determined
on the basis of actual receipts and expenditures.

The economic analysis stars from the point at which ihe market pricc mechanism
fails. Foonomic analysis eliminates the dilference between "Social” and "Private”
costs by valuing all goods and services in wrms of the real costs and benefits, which
their production imposes on the economy. Economic Appraisal covers the following
aspecls:

{ay Calculation of Ceonenic Rate ol Relun (ERR).

{b} Calculation of Bruno Ratio i.e., cost of per unit foreign currency earned or
saved.
{¢) Calculation of contribution to GDI; and

{d) Employment opportunity and cost ol per capita investment.

Economic Appraisal answers the following questions:

Whether social cost of the project < privatle cost?
Whether social bencfit is > private benefit?
Whether social cost < social benelit ol the project?
-  Whether the projcct generates more external cconomies than what it

internalizes?

The above mentioned project appraisal techniques helps the analysts. the loan giving
agency, the prospective entrepreneurs to arrive at a decision whether to accept or
reject a capital investment project. Aficr detailed appraisal. if the analysts / loan
giving agencies find that the project is viable from its management, market, technical
and financial point of view and thai the project is also socially desirable, then they
may choose the project for safe lending. (On the other way if afler detailed appraisal
the project is not found viable they may reject the loan proposal with the advice 1o go

for re-designing ol the project, if possible or 1 abandon the idea.

A mere appraisal will not bring sucecss to the project rather it is the close supervision
and monitoring during its implementation as well as operation upon which the success

of the project depends 10 a greater extent.



2.2 RATIO ANALYSIS

Appropnate information and nterpretation of the information should be the prior
requirernents of investing a tirm. Analysis of financial statement is one of the useful tools
{ior this purpose. Finaneial ratiog are like the financial temperatures of a business entity,
Ratios are amony the best-known and most widely uscd toels of financial analysis. Ratio
analysis expresses the relutionship among selected items of financial statement data.
These data may appear on the same statemenl or thcy may appecar on different

statements. Its objective is Lo assess the firms' performance.

Definition of ratios

A ratio expresses the mathematical relationship between one quantity and another. The
relationship is expressed in lerms of a perecntage, or a rate, or a sunple proportion. Ralio
analysis of a finm's financial statement is of interest to shareholders, credilors and the
firm's own management, The people whosc job is to analyze firm'’s {inancial position will
differ in the ratios they [ind useful. Short-tcrm creditors are primarily inierested in the
firn's shorl run performance and the level of liquid assets (cash, marketable securities,
account rceeivables). Long-term creditors and the stakcholders are interested m the firm's
long run performance. Managemenl uses all these ratios to assess (e overall

performance of the campany.

Classification of ratios is mentioned in the following table

Table 2.2.1 Differcent types of ratios

Basis Type

Statement * Halance sheet ralios - based on balance sheet figures

= Profit and loss account ratios - based on profit and loss account
figure.

»  Profit and loss aceount and Balance sheet ratios - based on fipures
from both statemnents.

User = From the sharc holders point of view

= Trom Short term creditors point of view

*  I'rom long term creditors point of view

Function Liguidity ratios = Current raiio

= (Quick (Acid Lest ratie)

» Nel working capilal ratio




Basis Type
Activity or efficiency ratios = Inveniory lurm over ratio

»  Receivable turm over

= Payables turnover

»  Total assct turn over

Levergyge ratiny = Debt to equily ralio
" Dbt te tolal assel ratio

{overage ratios: * Timcs interest eamed ratio
= Deht Service coverage ratio.

Profitability ratios: = (ross Profit margin

* Operating profit margin
= Net profit margin

= Retum on asset

*  Rcturn on equity

Market value measures = Larning per share
Price earning ratio
»  Markel to book ratio

Any given ratios reflect the particalar aspect of the company. The particular ratio and
what it indicates should be viewed in terms of other raiios and other fucts concerning the

company.

LIQUIDITY RATIOS

Liguidity refers to the ability ol a firm to meet its short-term financial obligation when

and as they come due, Three basic measures of liguidity arc as follows:

Current Asset
Current Linbility

Currenl ratio =

It is vicwed as relatively liquid. It implies Iimm’s ability to meet current obligations.
Generally higher the ratio, greater the cushion between current obligations and a firm’s
ahility to pay them. However the composition and quality of eurrent assets is a eritical
factor in analysis of an individual firm’s liquidity. Ti" the ratio is too high it means that

firm may have an cxcessive investment in currenl assets. Rule of thamb 2:1.

- 10 -



el + sccurities + Netreceivables
Currentliohility

QuickRatio =

It implies finn’s ability to meet shor-lerm chligations from ils most liquid assets. It is a
refinemnent of the current ratio and is a mare conservative measure of liquidity. 1he ratio
shows the degree to which a company's current habilities arc covered by mest liquid

current asscts. Rule of thumb 1:1.

MNet saley

Working Capital Turn over Ratio = - -
Net working capital

Working capital reflects the abilily of a company to finance current operations and is &

mcasure 0f the margin of protection of current creditors. A low ratio can indicate
incfficient usc of working capital while a very.

Rule of thumb: increase in ratio indicates over trading.

ACTIVITY OR INEFFICIENCY RATTOS:

It has been widely accepled that the profitability of an enterpnse to a large extent depends
on ils efficicnt asset utilization or aclivity performed. Aclivity ratio measures the speed

wilh which various accounis are converled inte sales or cash.

360

COGS/ Inventary
Shows the average no. of days the inventory is held before it is tumed into accounts

Invenlory lurnover {in days) =

reccivable through sales. The lower the number the firm indicates the better is the
position. IMigh inventory days can indicate poor liquidity, possible over stocking or
obsolescence.

Rule of thumb; Compares with the previous year.

360
(Net sales / Account receivables)

Account receivables (tum over in days) =

shows average number of days receivables are oulstanding before being collecled. The
lower nov. of days the shorter the lisme between the sale and cash collection,

Rulc of thumb: Should not be more than 1/3™ greater than company's term of sales.



360
(COGS Accounts payahlc)

Account payables mrnover (in days) =

This matio indicates the no. of davs the debt is outstanding. It the number of days is high
the company may be expcricneing cash shortage, taking extended terms or simply
expunding trade credits.

) Sales
1otal assef lum over ratio =

Tolal assct

This ratio is a measure of the effective use of company's asscts in order o gencrate sales.
Generally higher a firm's total asset turnover, the more cfficiently is asscts have been

used.

LEVERAGE RATIOS:

Financial leverage is the magnification of risk and relurn introduced through the use off
fixed cost financing such as debt and preferred stock. In general, the more debt a firm
uses in relation to its total asscts, the greater its financial leverage. In other words, the
more lixced cost debt, or inancial leverage a litm uses, the greater will be its risk and

expected return,

Total Debt

Debt Equity Ratio = —————
Tatal Fquity

Ratio mdicates the rclationship between capital contributcd by the ereditors and

contributed by the owners. The higher the ratio the less protection therc is for creditors.

Tatal Debt

Debt to Total Asset Ratio= ———————
Total Asset

The ratio shows the relative extent to which the firm is using borrowed fund.



COVERAGE RATIOS

The coverage ratio refers to the ability of an organizalion to service from its operations

interest payments that are due to non-equity suppliers of capital.

EBIT
Interest Payments

Interest Coverage Ratio =

‘Lhe higher the ratio, the greater the ability to service interest payments to exlemnal partics.

ERI'T + Depreciation

Debt Service Coverage Ratio = —
Interest Payments + Amortization amgount

This Ratio indicates the ability of a company 10 generate cash to pay interest and poncipal
repayments.
Rule of thumh: The ratio must be more than 1 is desirable to show debt service coverage

ability.

PROFITABILITY RATIOS

Profitability refers to the ability of a firm to generate revenues in excess of expenses.
There are many measures of profitability, which relate the returns of the firm lo its sales,

A85cts, OF equity.

Grross Profit

(iross Profit Margin = -
Salcs

Indicates how much gross profit is achieved from each taka of revenue.

The higher the gross profit margin. the more profitable the firm in a relative sense.

Operating 'refil

Operating Profit margin =
Sales

Indicales the profit margin from each taka of revenue alter all costs and expenses other

than interest and taxcs.
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Net Profit

Nel I'rofil Margin =
Rales

indicates the profit margin from each taka of revenuc afier all costs and expenses
including interest and taxes. The higher the net prolit margin, the more profitable the firm

in a relative sense.

™Met Profit

Return on Asscts {ROA )= ————
Total Asset

Measures the overall effeetivencss of management in generaling profits with its availablc

assels. Itis also known as return on investment (IVOT)

MNet Profit

Return on Equity(ROE) = —————
ity(ROE) Total Equity

Meagures the return carned an the owner's investment in the fimn. The owners of the firm

expect higher return.

MARKET VALUE MEASURES

‘These ratios are calculated lo assess the market position of the lirm. There are many

micasures, which are calculaled for publicly traded companies.

Farning PerShare (EPS) = Net Income

Mool Shares Oustanding

The more the eamming per share better the performance and the prospects ol the company.

Market Price Por Share
EPS

Price Earming (PE) ratio =

'This ratio is also known as carning multiple, It generally measures how much an investor
iz willing to pay for the company's prospects {or eamings. A high PE ratio idicates

investor's conlidence in the stability and growth of company's income.
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barket Yalue Per Share
Book Value Per Share

Market to Book Yalue=

Book value per share indicates historical costs. This ralio compares the market value of
the firm's investment o their costs. A value less thap 1 could mican that the firm has not

been successlul in creating valuc for its stockholders.

2.3 SWOT

Sizing up a [irm's resource strengihs and weaknesscs and its external opportunitics and
threats, commonly known as SWOT analysis. provides a pood overview of whether a
firm's business position is fundamenlally healthy or unhealthy. SWOT analysis is
gronunded in the basic principle that strafegy-making efforts must aim at producing a
good fit benveen a company's resource capahilily {as rcflected by its balance of resource
strengths and weaknesses) and fis external situation (as reflected by industry and com-
petitive conditions, the company's own markel opporunities. and specific external

threats to the company's profitability and market standing).

Perceptive understanding of a company's resource capabilities and deficiencies, its market
opportunities, and the cxternal threals to its future well-being is essential lo good
strategy-making. Otherwise. the task of conceiving a strategy that capitalices on the
company's Tesources, aims squarely at capruring the company's best opporlunifics, and

neulralizes the threats 1o its well-being becomes a chancy proposition -indeed.

Factors to be considered for in sizing up a Company’s Strengths, Weakness,

Opportunities, and Threats are mentioned in the following table:
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Table 2.3.1 Factors of SWOT analysis

Potential Resaurce Strengths and
Competitive Capabilitics

Potential Resource YWeakness and
Compctitive Deficiencies

s A powerful straicgy supported by
competilively valuable skills and
cxperiise in key areas

¢ A stronp financial condition; ample
financial resources to grow the
business

s Strong brand name image/company
reputation

s A widely rccognized market leader
and an attraclive customer base

s  Ability to take advantage of
economies ol seale and/or learning
and experience curve ellecty

s Proprietary technology/supcrior
technological skills/important patents

s Superior intelleclual capital relative
to kev rivals

+ Cost advantages

s Strong advertising and promotion

s Product innovation skills

¢ Proven skills in improving
praduction processes

» Sophisticated vse of e-commerce
lechnologies and processcs

s Superior skills in supply chain
mansgement

s A reputation for good cuslomer
service

= Better product quahily relative to
nivals

+ Wide geographic coverage and/or
strong Glohal distribution capability

e Alllances/ joint ventures wiih other
firms that provide access lo valuable
technology, competencies, and/or
arraclive geographic markets

s No clear stratepic direction
« Ohbsolcte facilities

s A weak balance sheet: burdened with
too much debt

» Higher overall unil cosls relative to
key competitors

+  Missing some key skills or
competencies flack of management
depth/ a deficiency of intellectual
capital relative 1o leading rivals

¢  Sub par profitability because......

e Plagued with internal operating
problecm

¢ Yalling behind nvals in putting e-
commerce capabililies and strategies
n place

s Too narrow a product line relative to
rivals
s  Weak brand image or reputation

»  Weaker dealer network than key
rivals and/or lack of adequate global
disiribution capability

¢ Sub par c-commerce systems and
capabilitics relative lo rivals

¢ Shor on financial rcsources to {und
prownising siratcgic iniliatives
e Lost of underutilized plant capacity

s Bchind on product quality and/or
Ré&D and/or lechnological know-how

+ Not altracting ncw customers as
rapidly as rivals due to ho-hum
product atinibutes
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Paotential Company Opportunities

Potential External Threats to
Company’s Well-Being

¢ Serving addivonal customer groups or
cxpanding into new geographic markets
ot product scgments

« Expanding the company's product line
o meel a broader range of customer
needs.

o Ulilizing existing company skills or
technological know- how 10 enter new
product line or new businesses

» Using the Internet and e- commerce
technologies to dramatically cut costs
and/or to pursue new salcs prowth
opporiunities

o Intcgrating forward or backward

s l‘alling trade barriers in attractive
forcign markets

+ Openings to take market share away
from rivals

o Ability to prow rapidly becansc of
sharply rising demand in one or more
market segmenls

s Acquisition of rival firms or companies
with atrractive technologies cxpertise

a Alliances or joini veniures that expand
ihe [irms market coverage or boost its
competitive capacity

» Openings to cxploit emergimg new
technologies

e Market openings 10 extend the
company’s brand name or reputation to
new yeographic areas

e Likely entry of potent new
competitors

e Loss of sales o substimite products

¢ Mounting competition from new
internet siart —up companies pursuing
e-COmmerce strategies

s Increasing intensity of compelilion
among industry rivals- may cause
squeeze on profit margins

* Technological changes or product
irmovations that undermine demand
for the firms product

s  Slowdowns in market growth

a  Adverse shifts in foreign exchange
rales and trade policies of foreign
povernments

s Coslly new regulatory requirements

s  Growing bargaining power of
customers or supphcrs

s A shift in buyer need and tastes away
trom the indusiry’s product

» Adverse demographic changes that
threaten to curtail demand for the
firm’s product

» Vulncrability to industry driving
frces
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2.4 DEFINITIONS

PAY BACK PERIOIF It is defined as the expected number of years required to recover
the original investment. The shorler the Pay Back period, the better. The time value of

money is not considered in Pay Back peried.

NET PRESENT VALUE {NPV): It is a method of ranking investment proposals -
which is equal to the present value of future net cash flows, discounted at the marginal

cost of capital. lior mutually exclusive projects, higher NPV will be accepted.

GDP: GDP is the total value ol goods and scrvices produced within a nation's
geographical boundaries wilthin a given year, rcgardless of the natiomalily of the
produciive entity's nationality It is the primary indicator of the status of the economy. I
includes consumer and government purchases, privale domestic and foreign invesimenis
and the tota! value of expoms. It can be measured in three ways: (a} Production -
Measures the GDP as the sum of all the Value Adided by all activities which produce
goods and services, (b) Income (GDP(I)) - Measurcs the GDP as the towl of incomes
carned {rom the production of goods and services, (¢) Expenditure (GDP(L})
Measures the GIDP as the total of all expenditurcs made either in consuming finished

goods and services or adding o wealth, less the cost of imports.

GNP: Total goods and services, domestic and forcign, produced by entitics owned by
national residents.
GNP = GDP+ (foreign factor incomes of national residents)- (income eamed by

forcigners in geographic boundaries of nation).

IRR: Tt is a method of ranking investment proposals using the rale of relumn on an
invesiment, calculated by linding the discount rale, that cquates the present valuc of
future cash inllows 1o the project’s cost. Alternatively IRR is the discount rate that forces
the Present Value (PV) of a projects inllows to equal the 'V of its cost.

I{ TRR > Cost of capital — Project be acceptable,

I TRR = Cost of capital — Project be 1ejected

If IRR = Cost of capital — matter ol indifference
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CHAPTER -3

COMPANY PROFILE
PRODUCT & CAPACITY

3.1 VISION - MIESSION - OBJECTIVES

Sinve mdependence, we have been importing milk powders. To encourage local dairy
industry. custom duty on milk powder in bulk packaging has been raised from 25% to
32.5%. This mecasurc of Bangladesh Govermment would facilitate promotion and

expansion of local dairy sectors.

As an agricullure-based industry, dairy sector has been considered as one of the 16 thrust
sectors receiving special attention. The relevant objectives and policy strategics of the

‘Industrial Policy’ are:

. Te meel the prowing demands of the Jocal markel and to cncourage import

substitule industries.
. To encourage expansion of production for local raw materials based industries,
. Te provide special revenue assistance to the thrust sector industries.

- To extend tinancial assistance to this sector, 1 necded.

In this connection, the proposed project of ~Milk & Milk Producis™ is an appropriate and
timely concemed approach because of its connection 1o the agro-based industry. The
immediate abjeetive of this project is 1o produce milk and milk products and market
them all over the country. As a conscquence, it will have multifaccted beneficlary from
rural poor to upper income group people in the cities. The project will have direct impact

on the [ollowings:
» Job creation for skilled and scmi-skilled people;
®  Savings of foreipn currency,
» Contribution to GDP;
¢ Employment creation for rural men and wonien;
& FEfficicnt use of milk:
» Milk production; and

# Consumers’ health in general:
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The project is proposed 10 establish with the following Objectives, Mission and Vision:

Vision Mission Objeciives

Yision -

Mission -

Objectives -

The vision of the project is W improve health coadition of the people

with spceial attention to child and elderly peopte.

Mission of the project is to produce milk and milk products with long
open shell life so that milk produced in abundance in few places can be

disiribuled 1o the people all over the country.

Main objective ol the project is to provide milk and milk products to a

wide range of people at a rcasonable and affordable price.

Sub-objeciives of the project are as follows:

s Stimolate dairy production and utilize women manpower af the
country motre fruitfully;

e Assist milk producers by collecting surplus milk;

e Dringing new dimension in milk and milk products industry;

e Milk powder import will be reduced due to 1ls substitution.
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3.2 COMPANY PROFILE

(s)
(b)

{c)
{d)

{c)

{0
{m)

(h)

Name of the I'roject

L.ocation of the Project

t.epal Status

Capital Structure

Name of the Sector
Source of Raw Materinl

FProductinn Capacily

Cozt of the 'roject

;: ECHO MILK PRODUCTS LIMITED

B Area ; 9.5 bigns

b. Location : Keowa, Srecpur, Gezipur

c. Encumbrance : The project land is free from any
kind of encumbmnce.

: Private Limited Company
i Authonized Capiml : Tk 300,000,000/-

Paid-up Capitl : Tk 100,000,000/-

1 Apro based
: Local
: At 100°%% copacity utilization, the project is expecied

ta procluce annually the items below:

SL & Products Quantify

‘ 1 | Pasteurized white mitk 6.205.000 Iitm'J
2 | Pasweurized flavored milk 1.095,000 Iitr:rJ
3 Eassi (180 m! boutle) 15.184.000 liter !
4 | Curd 5,110,000 Liter Ii
5 1 Yogurt (120 ml cup) 7.602.950 liter
& | Whey drink (Mango} 17.520,000 liter

(250 m! bottlc)
.T Ghee o i 62,050 kg

: The total cost of the project is cstimaied ot

Tk 198169294 including net working capiln! of
Tk 19,283,913, A summary break-up of the tolal cost
of the project has been shown below:

SL. Description Cost
No
1 | land & land development 21,561,580
2 | Chilling poims, Building & | 22.000.000
other civil construction
3 | Cepital machinery 117,655,000
4 | Other fixed assel 17,698,800
I'ote] Fixed lovesiment 178,215 380
5 | Workinp capiial 19,268,000
TOTAL 198,183,380




{i) Means of linanee:

Debt 101,073,524 |
Equity 97,109,856 |
Debt : Equity 51:49 |

(i) Financial Performance:

{Amount in “000 Taka)

Particulars Year-1 | Year-2 | Year-3 | Year-4 | Year-5
Capacity Utilication 63% 70% 8% 85% 85%
A. Profitability

Sales Revenue 317,877 1 345,507 394,681 | 415,624 | 419872

Financial Expenscs 15,161 | 14447 12281 | 10,115 7,849

Net Profit (Alter T'ax) | 27,316 | 33.482| 46,565 | 53482 | 54,289
B. Ratios

(Gross profit Lo sales {%4) 31.05% | 31.41% | 32.19% | 32.36% | 32.08%

Net prolit W sales (%) 7.73% | 8.809% | 10.77% | 11.73% | 12.02%

Return on Fquily (%) 28.13% | 34.76% | 48.58% | 56.18% | 57.50%

Return on Investment (%) | 21.43% | 24.18% | 29.69% | 32.09% | 31.40%

Fixed assetls Coverage 1.44 1.36 1.26 110 0.85

(limes}

(k) Marketing Aspect:
The proposed project ECHO MILK PRODUCTS LIMITED is an innovative
addition to the agriculiural production in Bangladesh. [t is a most modern Milk

Processing unit where a variety of milk producis will be produced.

The producis of the project will have their own uniqueness in terms of quality.
branding, packaging, handling, carrying, ete. They will also have casy and common

customer acceptability regardless of age, sex. health status, cast and religion.

The products will cnjoy a vast consumer market of the country. Because of
uncommon and unique product features, they will have wide demand nation wide.
Somc of the products will be of import substitution, meaning that they will save the
incurrence of forcign exchange 10 the cxtent they will be produced by the proposed

project.

The sponsors have been inspired to set up and establish such a project by observing
the prevalence of different foreign products in Bangladesh markel, the changing
buying habits and increasing demand of the consumers, the necessity of making
import substitution of the forcign products, the utmest imporiance laid by the

government ta develop the agro sector and other aspects,

.
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{m)

(n}

Socin-economic Aspects

Upon implementation, the project will ereate dircet job opporunity for 123 persons
of different calegories. Tl wall contribute significantly Tk 121,522,162 per year [rom
the 4™ yeur of commercial operation to the GDP of the couniry. The macro-
economic elfect will change the socio-economic condition ol the directors, the

employees, and the country as a whole.

Financial & Technical ¥iability
The project has been found 1o be linancially and technically viable. The profitability

ratios are found o be highly satisfactory. The project will have suiTicient liquidity
to pay its liabilities. The break-even analysis shows a sound position and
snstainability of the project in sensitive markct situation. The project can aflord a

maximum cost of capital of 39% as mdicated by IRR (Internal Rate of Relurn).

Conclusion

From the feasibility reporl of the project it appears thal the proposed project will be
a profitablc one. It is found 1o be technically sound, {inancially and economically

viahle and acceptable [rom the marketing point of view.

As such it ean be recommended to he worthwhile and desirable for investment.
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CHAPTER - 4
ORGANIZATION AND MANAGEMENT ASPECT

4.1 LEGAL STATUS OF THE ORGANIZATION

The proposed project is a private limited company registered with the Registror of Joint
Stock Companies {RISC) on November 22, 2003. The title of the project is “Feho Milk
Products 1,td.™,

4.2 CORMORATE STRUCTURE

T'he corpornte structure of the orpanization is as lollows:

Namc of the Sponsor and Prosent Address  Numbcr ' Position ij
. _ Permanent Address . . Shares__ _ Business
1 Mr. ABC House # 9A, 20,000 Mlonaging
S/0 EEF RD & t4 (New) Dircctor i
House # 9A, R # 14 (New) Dhanmondi RYA,
Dhanmondi RfA, Dhaka-1209
Dhoks-1209
2 MsGHI Housc # 9A, 5.000 Director
W/0Q. ABC RD ¥ 14 (New)
House # 9A, RD # 14 (New) Dhanmondi R/A,
Dhanmond: R/A, Dhaka-1209
[3haks-1209
3 Mr.DEF House & 9A, 5,000 Director
S10. ABC RI} # 14 (New)
House # 9A, RD A 14 {New) Dhanmondi R/A, !
Dhanmondi, BFA Dhaka-1209 '
Dhaka-1209. '

~ TOTAL SHARE 30,000

43 PROFILE OF THE DIRECTORS

Mr. ABC, aged 62, is B tremendousty successful business personality, is the Managing
Dircetor of the Company znd 8 very well known figure in the country’s business arena. Al
the beginoing of his career, he served a few multinational companies for acquiring
knowledge and experiences to fulfill his vision to be an industrialist. Sterting business
with chemical products he has got into cotton, yam and 1extile mills, Mr. ADC achieved
significant success in the related indusiry and rnde and also eamed wide reputation in the
business community. e has 2lso overseas business and visits frequently developed and

developing countrics,
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Mr. ABC is a promincnt member of Dhaka Stock Exchange Limited and is a Director of
the FExecutive Committee of Bangladesh Terry Towcl and Linen Manufacturens &
Exporters Assoviation (BT TLMLEA)

His mvolvemncnt in diffcrent businesses is as follows:

SL Name and address of busincss ~ Position |
1 Echo Cotion Mills Ltd. Director

2 Shabnam Textile Mils Lid. Dircclor

3 Echo Chemical Corporation Limited Managing Director

Mrs. (iHL, aged 55, is a Direclor of the Company. She is a graduate. In addition to the
directorship of the proposed company, Mrs. GIII has also the directorship of two other
companics namely Echo Cotton Mills Ltd and Shabnam lextile Mills Limited. She has
visiled several countries of the world for business purpose. Mrs. GIIlis a dedicated social
worker and ig associated wilh few socio-cultural organizations, Dy engaging herself into
business aclivitics, she acquired considerable business management capability, which will

cerlainly be of good use to run the busincss affairs of the proposed company.

Mr. DEF, aged 34, is one of the Directors of the company. He is an MBA from USA and
has 5 (five) vears experience as marketer of ithe milk products in USA. Apart from these,
he is involved  with his family business and has also ihe directorship of two other
companics namely Fcho Cotion Mills 1.4d and Shabnam Textile Mills Limited. He is hard
working and very much enthusiastic to cstablish the new and challenging business

venture,

4.4 MANAGEMENT

The overall management of the company will be vested in the Board of Directors. The
Managing Director will be responsible to the Board of Directors for overall operation of

the project and will be assisted by different managerial and technical personnel.

Technical Expert

Mr. XYZ, Consultani, ol the company is an M.Sc. in Dairy Science Department from
USA and a Mcchanical Engincer. He is a renowned person in the field of Milk Project
installation in Bangladesh. He has more than 25 years of cxperience in milk related

projects. He worked as a consultant of Shelaidaha Dairy Ltd. Abul Khair Condensed Milk
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Industries Ltd.. Danish Condensed Milk Bangladesh T.4d., Samannaz Condensed Milk
Lid.. Aftab Bahumuki Farm Tad. BRAC Dairy and Food Project. Tuilp Dairy and Food
Products. At present he is working as a {ree Lance consultant and has agreed te work wilh
the proposed project as & consullant up to the end of 2005, e will provide his expertise
in the supervision of installation, commissioning and running. developing of various

products, its marketing and disiribution.

4.5 CONCLUSION

The management team has the cntreprencurial spirit with adequate education and

cxperience to set up a processing plant as the proposed one.
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CHAPTER-5
TECHNICAL ASPECTS

5.1 THE PROJECT

The project envisages (or selting up a milk product-processing plant under the name and

style of “Eche Milk Products Ltd.” on an arca of land measuring 9.5 bigas (313.3

decimal) at Sreepur, Gazipur.

The project is intended to produce various milk based products like pasleunized white

milk, pasteurized {lavored milk. lassi, curd, voghurt, whey milk {mango), ghee, cte. which

arc of international standard and quality having vast market demand as a whole.

The project has been designed based on imported and local machinery & equipments, raw

materials, packaping and other supplies.

5.2 PRODUCTION CAPACITY

At 100% present capacity. the projcct will produce the [ollowing qualities of products

annually:
SL Products Quantity Unit Price
1 Pasteurized white milk 4,205,000 liter
1 liter bortle 1,093,000 liter Tk 24.00
1/2 liter hottle 5,110,000 liter Tk 13.00
2 Pasteurived {lavored mikk 1,095,004 liter
1 liter boitle 365.000 liter Tk 30.00
1/2 liter bottle 730,000 liter Tk 16.00
3 Lass1 {180 ml bottle) 15,184,000 hter Tk 7.00
4 Curd 5,110,004 liter
120 ml cup 4,562,500 liter Tk 7.00
1/2 liter cup 365,000 liter Tk 29.00
1 liter cup 182,500 liter Tk 56.00
5 Yogurt (120 ml cup) 7.602.950 liter Tk 8.00
O Whey drink (Mango) 17,520,000 liter Tk 8.00
(250 ml bottle}
7 Ghee 62,050 ke Tk 300.00




A bnel deseription ol all the products highlighting their quality, usefulness. pack size,

packaging and other featurcs is furnished as follows:

Pasteurized white milk: This product wall be a quitc ditferent onc than any others
available in the market, especially m lerms of ifs taste and nutrition level. The unigqueness
of the product is that it will staie likc oven fresh milk and as if it is one-time sleamed. Tt 1s
a health product having pure food value and free from radiation thal will reduce nutrition
deficiency and increase children health. 1t will have a long open sheli-lile of higher than
any others in the markel having a maximum shelf-life of 3-4 days. The consumer group of
the product includes all classes of people regardless of age, healih condition, religion, and

50 01

Considering different oplion levels of the consumers, there will be two ditferent pack
sizes of the product: 1 liter and 1/2 fiter which will be packed in bottles. This new and
uncomman packaging in attractive bottles will attract the consumers greatly because of its

convenicnce in handling and carrying,

Pasteurized Mavored milk: This product will also be a new and uncomnion ane in our
market. It will be a specially flavored item having exiraordinary taste and quality. It will
also carry high nutrition level and help ihe children keeping good health Like the
pasteurized while milk, it will also have the same pack sizes of 1 liter and 1/2 hter and

will be packed 1n attractive botlles.

The slandard liquid milk, low fat milk and flavored inilk follows the same processing but
the pereentage of various ingredients like fat, MSNF and sugar varies as per various
formulations. The LACTOSE treated UHT uses a special treatment to breakdown milk
lactose into Glucose & (alactose. These help elderly people or lactose inlolerant people

to digest the milk easily without any gastrointestinal problem.

Lassi: ‘This item of milk product is a popular onc in our country. Specially, it will be a
lucrative une that will have special ftavor and taste and will be liked hy the people 1n
general. An interesting thing is that ihe product contains millions of live bacteria which
will kill other bacteria in the stomach 1o kecp a person in good health and free from

discase.
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The product will have a single packsize of 180 ml in quantily and will be packed m
aliractive botiles, And this will show 1ls differentialing characteristic in the market

crealing a sivong compelitive edge over the competilors.

Curd: This tlem will be a soitably lasted and delicious enc that will be able to atract all
classes of people. Like Lassi, it will help in killing the stomach bacteria and will thus help

mainiain a good stomach condition.

Curd will be packed in three dillerent pack sises of 120 ml, 142 liter and I liter atiractive
cups. This special type ol packaging will carry a high image of the product, while its

number ol pack sives will creale more options of the consumers.

Yophurt: Among all ilems of the projeet, this is a highly notable one. It will be a highly
tasted and delicious item of milk product. Yoghourt will have a single and common pack

size of 120 ml cup. which will also be anractive in design and outlaok.

Whey Drink (Mange): Whey Drink is a conunon milk itern thai keeps the stomach in
good condition and has a vast consumer demand in our country. This project will produce

a special type of whey drink that will maintain a real taste and flavor ol mango.

This item will be a quile new one in our country, and as such it will create its own market
nationwide. The pack size of ihe product has been determined w be 250 ml in guaniity

being @ logical onc.

Ghee: As an excess outpul, the projeet will have this rich item with fullest purity.
Consumers will {ind this product at reasonable price with maximam product benefit. It

will bear the pack sizes that will conveniently suil the customer options.
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53 LAND AND LOCATION

The project will be set up on a plot of land measuring 9.5 bigas located a1 Kcown,
Sreepur, Gaxipur, The total cost of the project land including the development cost has
been estimated at Tk 21,561,580 (1'k 19,000,800 + Tk 2,561,580)

Calenlatlons ™

R ——— ]

]

Yalue nflnnd_

Area: 9.5 bigha @ Tk.2,000,000/-

= Tk 19,000,000 |

- Cost of Iand

[ des elapment
]

' Area: = 9.5 bigha = (9.5x20x720) sfi. = 136,800 sfi.

| Cost= (136,800 sN. x 3.5 hiyefl % Tk.$.35/kN

= Tk 2.561,580

L‘rm'a L

=Tk 21,561,580
= -4

5.4 CIVIL WORKS

The cost of building and other civil works required for the project has been estimated at

Tk 2.2 million. Details breakdown of the cost is given below:

8L I Description YA Rate (TK) — | Amount
* ] ff_k)_!
o1 ~ Factory Shade (78°-9" x 59°-07)  , 4.546.25 sfi. 1,160 5,385,650
02  Office 1 16,222.75 sh. 430 7,789,320
03 . Qffice Quarer {66™-5" x 30'.0") 2,000 sfi. 700 1,400,000
04 ¢ SiafT Quarier (34°.0" 2 30°-07) 1,652 it $20 859,040
05_ | Gamnge (25°-0" x 30°-07) 750 sit. 540 A03,000
06 i Septic Tank {200 Users) 01 no. 70,000 70, MK
07 _| Scplic Tenk (50 Lisers) 01 no. 50,000 50,000
08 i Sonk Well (200 Users) 01 no. 30.000 _30.000 |
09§ Soak Well(0 Users) 0l_no. 30000 | 30,000 |
10} Generator Room . LS 146,000
F (1t Boundary . LS 400,900
ki2 | Pump 0l no. { LS 430,000 |
-1, Rond (Internal Road) - LS 300,000 |
j 14 Over Head Tonk - LS 200,000 |
145 Chilling Poinl — - LS 4,500,000
. o __Total _ i 22000004 |

5.5 MACHINERY

The machinery required for the project will be procured from both local and abroad. The
cost of foreign equipment has been estimated Tk 107,630,000 and the local equipment at
Tk 7.525.000, Total cost of the machinery will be Tk 117,655,000, The above cost has

been accepied on the basis of competitive price quotations.

A total list of the imported and local machinery and equipment is given in Anpexure-1.
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5.6 ERECTION AND INSTALLATION

‘The erection amd installation of machincry witl be completed within cighteen (18)
months. Local technicians will be employed under supervision of machinery supplicrs.
‘I'he cost of erection and instatlation including cables and pipe & fittings has been
cstimated at Tk. 2,500,000 that will be included in the cost of machinery.

5.7 FURNITURE AND FIXTURES

The following fumiture & fixtures will be required for the project at o tntal cost of Tk
1,046,800/,

[ S1No.™ Ttem "_""’f'f_‘# Quantity — 1 cusu’rk.’j
OF. | Telephone (fixed 4 & mobile 8) ' 12 : 200.800
02, { Office Teble 20 160,000
03, 1 Office chair 120 06,000
04. f File cabinets { 10 50.000
05.  Racks I .5, 100,000

™06, | Ceiling fan ; 30 80.600 .
07, | Air conditioner * 2 100,000
08. | Fire highting equipment [.5. 100,000
09. i Computer, ups, printes . 3 - 150,000 °
10. { Miscellangous : 30,000

Total lt{_uﬁ,suu_]'
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5.8 MANPOWER REQUIREMENT

The delatls of manpower requirement is given below:

Administratinn
Position Number of Salany/
* employees month {Tk)
1. Managing Director 1 30,600
2. General Manaper ] 235,000
3. Marketing Manager ¢ 18,000
4, Administrative Manager ] 12,000
5. Accountant/ Cashicr 2 . 12,000
6.  Marketing Exccutives 20 100,000
7. Stere officer/Assistant 2 10,000
7. Purchase Executive 3 15,000
8. Sccunty Officer l 1,500
8. Security Guard 10 25,000
9. Driver 2 10,000
10. Computer Operator 3 15,000
11 Peon/Cook 3 15,000
12. Cieaner 5 15,000
TOTAL 57 309,500

Productlon

lPasitinn Number of Salary/
cmplovees month {Tk}
01. Factory Manager i 20,000
02. Production Manager (Expert) ] 50.000
03. Asstl. Produclion Manager 2 40,000
(4. Shift-in-charge 2 30,000
05. Mechanica) Engineer ] 12,000
06. Elecirica! Enpincer 1 12,000
07, Technician 5 30,000
08.Qunlity Controller/Supervisor 4 24,000
(9 Generator Attendant ] 3.500
10. Electrician-cum-fitter ] 5,000
11. Driver (Procurement) 4 24,000
0% Skilled worker 15 30,000
10 Semi skiiled worker 15 22,500
11 Unskitled worker/Helper 15 15,000
TOTAL 63 318.000/-
Total (Monthly) 125 619.500/-
Toial {(Per Annum) 7.434,000/.
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59 RAW MATERIALS & SUPPLLES:

The project will have to source raw matenials both from loca! and imported market.

The requires raw materials have been esiimated as follows:

-]

Rew matenials

510 PACKAGING COST

* 81,

1

Annual requirements  ~ Unit price  Total amount ™

; {Tk.}

Fresh Milk 20,000 Itr x 300 days = 18.00
6,000,000 [1r

Why 5000 lo x 300 days = 2.00
1,500,00¢ Lir

Mango Pulp 600 kg x W0 days = 65.00
180,000 kg

Youhon Culture Tk 300/day x 300

Supar 1.7i5 kg x M0 days = 30.00
514.500 kg

Fiavar, Color Tk 100 x 300 days

end others

Skim Milk 365 kg x 300 days = 140

Powder 109,500 kg
Tounl

) Maierinls ©T T Annual

Yoghun
12 Ttr, bax for curd

b Itr. box for curd

shrink wrapper

200 gm jur for Ghee

180 m] HDPE botile

Paper Carlon

(k) 4
108,000,000

3,000,000
11,700,000

00,000
15,435,000

30,000
15,330,600

153,585,000

Unit Total
o Caost Tk’

- .. Requircments _ Amaount
(20 ml cups for curd & 33.330/ny x 300 = 1.80 17.998.200
©,999,000 pcs

1000/day x 300 = 5.00 1.500,000
300,000 pcs
500/day x 300 = 800 1,200,000
150,000 pcs
250 ml Aseptic packets for 48,000 pes/day x 300 2,85 41,040,000
whey drink incloding straw & = 14,400,000 pcs
850/day x 300 = &.00 £.530.000
255000
31,6000 00y x 300 = 1.50 18,720,000
12,480.000 pcs
1000 m! HDPE bottle with cap  4.000/day x 300 = 2.50 3,000,000
1,200.000 pcs
500 ml HDPE bottle withcap  16,000/day x 100 = 1.75 8.400,000
4,800,000 pcs
4650/day x 300 =- 1200 16,740,000
1,395,000 pcs
Tatal  110,128200
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5.11 TRANSIPORTATION

512

L
—
LFY

5.14

A tolad of Tk 13,450,000/~ Lac has been considered to be incurred for purchasing
required vehicles:

[S1 Description Quantity  Unit Price  Amount/Taka
-1 Road Milk Tanker 03 2,000.000 6,000,000

Capacity: 9,000 Itr
[ndian Dhairy Machinery Co. [

(1DMC). |
2 Production Delivery Van 02 2,500,000 5.000,000
(Refregerated) = 8 T '
3  Rickshaw Van (Insulaied) 50 15,000 150,000
4 Car 02 800,000 t,600,000

Engine; 1500 cc +i300cc

.5 Motor Cycle 01 100,000 100,000

Enging; 1000 cc
~ TotalfTaks | o 13,450,000

STORES & S5PARES

The annual cost of stores & spares has been estimated @ 0.5%. 1%, 1.5%, 2% &

2.5% from 1% 10 5™ year of operation, respectively, on the value of machinery and

equipment,

REPAIRS & MAINTENANCE

‘The annunl cost of repairs and maintenance has been estimated @ 0.5%. 1%, 1.5%,
2% & 3.5% from 1" 10 5% year of operntion, respectively, on the value of buildings,

mzchinery and vehicles.

UTILITIES

Witer: The required supply of water will be met up by sinking & tube-well within the
oroject site. A sum of Tk 1,000,000/ has been estimated 10 procure the tube well.

Provisians will also be made for pump and motor and construction of overhead 1ank.

Power: The required power supply will be met up by obtoining power conneclien
from PDB/REL. The annual clectricity bill at mted capacity will be Tk 12,672,000/
(350 KVA x 0,8 x 16 hours x 300 days x TK 6/- {Unit cost))

Fuel & Luhrieants: ‘The projeat will require incurring a roughly estimated amount of

Tk 10,000,000 per annum for this purpose,
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5.18

RENT, TAX & INSURANCE

The main assels ol the projcct will have insurance coverage @ 1% of the tomal cost
thereof (excluding the value of land). As per agreement with the machinery suppliers,
the trial production will be conducted by their engineers/technicians. In addition, they
will provide sulficient training to the local technical and operational personnel to

cnable them carry oul the production functions smoothly and without any undrance.,

POLLUTION

The project is environment fricndly having dust free system in the process. So, it will
pose no threal on the enviromment. However, some bad smell may come duning ihe

process but these will not be toxic or polsonous any way.

SAFETY PROYISIONS

Necessary provision will be made to safeguard the project assets from fire hazards. lor
which the project will be cquipped with fire fighting equipment, Further all personnel
working in the [actory will be adequately trained on safety measures and on nsk

involved in operating the machinery.

TECHNOLOGY AND MANUFACTURING PROCLESS

The technical know-how required for milk processing will be imported as well as
some ulility items will be procured localty. The machinery will comply product safety
and sccurity. good cleanliness, good dismantling eficicney and good inspection

capacity.

Drinking milk is broadly divided into milk and processed milk. The only raw material
ol milk ig fresh milk, but processed milk is made by ingredient regulation, using not
only fresh milk as a raw material but alse non-fit powdered milk or hutter, eic.
Depending on the sterilizing conditions, UHT milk (120 - 135°C with 2 seconds
holding pasteurization) is commeon. but in recent years there have been improverments
in dairy farm milk production lcchnology and fresh milk treatment technology, a
decreasce in the number of bacteria in fresh mik reecived in factories, and now high-
quality fresh milk is being produced and supplied. Al the same time, due to (he

tendency of consumer taste for natural foods, low temperature slerilization treatment



milk (HTST 72°C held for 15 scconds, and LTST 63°C held for 30 minutes) is now
being produced.

A non-Tat solid content of 80% or more, an acidity (lactic acid) of 0.18% or less,
50.000 bacteria (per 1 ml), and celon baxlli cluster (E. colli) negativity are stiputated

intermationally for processed milk.

The pasteurization of milk is almost completely camed out by the heat treatmenl

sterilization method, and the ultra high temperature instantaneous sterilization method

(UHT sterilization) has become widespread with the aim of ensuring leng life. In
recent years, due Lo (he tendeney of consumer taste for natural food products, low
lemperature sterilization of milk (63 - 75°C sterilization) has also become widespread

in the restricted market {or products with a limited storage period.

The UHTY sterilization method can almost completely get rid of bacteria in milk and is
a method developed along with the introduction of high heat exchiange rate plate heat

gxchangers.

The UH sterilization temperamre conditions are 130°C held for 2 geconds, but long
life milk is heated up to 150°C for thorough sterilization and paé:kc:d with sterilized

filling machines.

Following Figurc shows the [low sheet for UIIT sterilization of milk.

Stran Siram
I N Y G 47

VIV
| /E\,/\/\_ PN | — ot

u v
1NTC D il B A |

4C, Wel Chiled watter | —~-—- Sprin wetz, chilled wezy

== Fresh mik

Homogonkzer p.,.mHmmm Bakanco vl

Fig 5.18.1 UHT milk [low sheet example
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Fresh malk refngerated at around 4°C is supplied by the milk pump to the plate-type
heat exchanger’s No. T heat cxchanger and No. 1 heater, and its temperalure raised to
85°C. Then by holding it for about 6 minules in the holding tank, proteins that are
easily denaturcd by heat are converted, which prevents scale coating on the high

temperalure part plate surface of the No. 2 heat exchanger and heater.

Afier holding. fat globules are made very small with the previous homogenizer. Then
the milk passes through the No. 2 heal exchanger and No. 2 heater and is healed lo
130°C, and afier holding for 2 seconds il is at onec passed through the No. 2 heat
exchanger, the No. 1 heat exchunger and the conler and is cooled to 4°C or less. If the
6 minutcs holding period is omilled. the milk is heated for about 3¢ seconds up to

130°¢2 and then coofed to 4°C or less in a short time of around 30 seconds.

An example of time progress is shown in the following figure. A UHT slerilizer,

centered around a plate- type heat exchanger, can be arranged compactly.

F .
130 5

120 i
r ALAY Mo heat sxchange seclion 4—I5C
& g% & 24~-55'C
85 B B Mo.3 hoater 75—85'C
™ A c 6 minuio holding saction 85'c
DIT Mp.2 heat exchangs naction As—-{23'C
P A 95+--130'C
E No.2 heater 120—-130'C

Sterlzatcn tarnpanatne "
o G F £ second holdlng section 130G
| G Cooling secton 24—3'C
11 lalse0] 11 182 11 1 11 zuj
Throw |l

Fig 5.18.2 Example of tempcrature change with time of UHT milk
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CREAM
SEPARATION

UHT (Ultra Heat Treated) MILK

FRESH MILK IN TANKER
6-10°C

F

PASTELTUISATION

—» CHREAM

¥

FAT (3.5%, 1.5%} [*

CHILLING OF FRESH 4.5% Fat
MILK 4"C 8.0% SNI
MILK SMP
STANDARDISATION 1 0.5%
(o 8.5% SNF
L J
MILK o  TTOMOGENIZAIION

*— HEAT TREATMENT

v

PASTEURISED MILK
STORAGE

l

UHT PROCESS

LJ

ASKEPTIC POUCH
PACKING

'

AMBIENT STORAGE

Fig 5.18.3 Process Mow of UHT milk
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PRODUCTION INPUTS

5.19.1 BLilk zone

The livestock sub-sector develops in the areas where {actors like grazing-fields, catfle
feed, hi-breed/cross breed cattle are available. Tn that context, the terrmins with
riverbeds In our couniry seem to be the most appropriate area for livestock

development.

In the nation wide search for largely milk producing area, it is discovered that, the
disiricls stluated al the riverside of the Jamuna, the Padma, the Meghna, the riverbeds
al the southern districts, and the islands at the mouth of the Bay of F!eng-al are the
mestly milk producing zoncs of the country. These areas cover the disiricts of Pabna,
Sirgjzonj, Bogra, Gaibandha, Rangpur, Dinajpur, Natore, Rajshahi in the North part,
and the districts of Comilla, Brahmanharia, Fecni, Noakhali, Laxmipur, Chandpur,
Chittagong. Barisal. Bhela, Kustia, Munsigan), Manikgonj elc. in the soulh part.
Among these areas, the most prospeclive wones are situated in the districts of Pabna
and Sirajronf where productivity per cow iy high. Availability of grazing lields, catile
feed, high breeding cows, and ceniralization of the milk collectors have developed
these area as a successiu! milk producing zones. Produced milk in these locations is

quality oriented in terms ol fal content,

5192 Milk Pockets

In order to grab a clear picture of the milk zones through out the country, the different

mitk pockets within the zones are discussed helow in a nutshell:

Pabna: The Pabna district reveals as the highest milk-producing districl in the
country The description below presents the arca with estimated quantity and price
within the district. It is found that, Demra, Bera is the higheslt milk producing arca
with 15,000 to 20.000 liter production of milk per day. The major collector of milk is
Milk Vita, BRAC Dairy (capacity of 8.000 hr/day and utilized capacity is 3,000
Itr/day al present), and local sweel producer (consume aboul 3,000 lir/day). They
consume the entire milk produced in the area. In fact, they have to compete with each
other to ensure regular collection of milk. Further more, "Akiz Food & Heverage' of
Akiz Group has set up a chilling point in Demra with 10.000 liter capacity, which has

started operalion from the moenth of November, 2002, But still, there 15 chough
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opportunity to increase production with some development initiatives in the dairy sub-
seclor and thereby ensure the supply of milk. This area is famous for the preduction of
high quality of milk. The other {amliar milk pockets in the district are Ataikula-
Sathia. Karmarcha Bazar-Sathia, Sathia Bazar, Shujanagar, Tabunia Dazar-Sadar,

Pabna Town Barar-Pabma, Boatmari-Sathia, Ishwardi-Sadar.

Sirajgonj: The most abundant milk producing arca under Simjponj district is
Shahjadpur thana. Milk Vit is collecting milk from Baghabari, Shahjahadpur area.
Here, the plant capacity of Milk Vita is 250,000 litre per day. At present, it is
accumulating 1.05,000 liter per day which will be nereased to the level of full
capacity in the peak season. Milk available in (s area is morc than 1,00,000 liter per
day. BRAC Dairy has its chilling point at Shalyadpur thana with 6,000 litre capacity
per day; but right now the capacity is ulilized up to 3,000 liter per day. Besides. Afiab
and Ammo Milk are collecting milk from Shahjahadpur/Baghabari area about 6,000
and 8,000 liter periday respectively. “Akiz Group® has set up a chilling centre al
Talgachhi of Shahjadpur with capacity of 10.000 liter/day. So, the collection of milk
from this arca is challenging, But this area is highly developed in the dairy seclor and
the potentiality is so great that, there is still opportunity of collecting a handsome

amount of milk if some progressive imtiatives are undertaken.

Bogra: BRAC Dairy has a chilling center with 3.000 liter capacity per day af
Shibgonj thana in Bogra district. Beside this, about 2,000 to 2.500 liter milk 1s
produced surplug which is sold in the open market with minimum price (Tk 11-12/1tr.)
Some intermediaries who supply milk to the town lor sweetmeat production buy this
milk. Kagoil in Pecrgachha thana is a milk producing pocket. About 2500 liter of milk
is hought daily by the intermediaries to supply for the town consumption. ff can be
nmed that, Kagoil may be a prospective location for seifing u chilling center. There is
a potential amount of milk production in the surrounding area, No institutional buyer
is available here and that is why the farmers do not gt their expected price. A pood
number of high breeding cows are sold here daily and these cows are shified to the
milk zoncs of the Pabna district. The people of the localiy arc cager to get a regular
buyver of milk io sell in an encouraging price. They assured that. it a ¢hilling point is
set here. they wouldn't sell their cows and this will ensure the collection of a large
quantity of milk in furure. The Shariakandi bazar is another remarkable milk pocket.

Everyday, on average 5,000 to 6,000 lier milk is traded here wilh a minimum price

~ A -



('Ik. 8 -10/Itr.) The Shariakandi bazar covers an area ol the nverbeds of the Jamuna
and the produced milk is transported here by the waterway. The situation of the dairy
sector is as like as Kagoil and people wailing to appreciale for a chilling center in this
arca. The other milk pockets in Bogra disirici are Peerob bazar, Sonatola,

Rameswarpur eic.

Gaibandhba: Gaibandha is a prospeetive milk zone for selting up a chilling centre.
The distinguished milk pockets in the district are Sundargon), Sadullapur, Phulchhari,
Palashban, Gobindaganj, Gidaraa, Uria etc. Among these arcas, Gobindogenj and
Palashban are the most abundant milk producing area. 1t is assumed that, about 6,000
i 7,000 liter could be collecied from these arca. Since there is no chilling center here

polentiality of collecting milk is very high,

Rangpur; A Plenty of collection milk can be collected from Rangpur districl. The
noteworthy milk pockets in this district are Dawhang, (fongachara, Pirgonj, Taragonj,
Badargonj, Sewabarar. A chilling center of Milk Vita is located at Kellabari, ils
capacity is 20,000 liter per day. But it is observed thal Milk Vita cannot consume the
enlire production. Local people report that about 6,000-8,000 liter of milk is found
surplus very ofien and this quatity of milk is traded in the open market. The dairy
farmers are very eager 1o see a chilling center in this area. They added further that,
aboul 15,000 liter of milk can be collected each day 1f a chilling center 1s sel at

Darshana.

Dinajpur: Dinajpur district may be recommended as an ample milk producing area.
The ohservable milk pockels in the district are Chimrbondor, Birgonj, Parbotipur,
Dashmail, Bhoberbazar, Parbatipur, Sadar, Biral. Fulbari. Among them, Dinajpur
Sadar and Chirirbondor found to be the higher milk producing areas. Though, there is
no chilling centre in Dinajpur district, Milk Vita collecls milk with vehicles Irom
Chirirbondor and Parbotipur. Bui a huge amount of surplus milk production s
realized which is traded in the open market with a minimum price. So, it can be
proposed (o cstablish a chilling center in this area. Tt has been referred that, about
10.000 to 12,000 liter of milk can be collecled by the proposed chilling center in

Dinajpur distnel.
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Rajshahi: In Rajshahi district there are about 250 mini dairies eulisted in the Thana
Livestock Office. 30%% of them are not operating at present. They coniribute about
40% of the total milk production in Rajshahi disirict. The household dairy larmers
produce remainmg quantity of milk. Rajshahi metropolitan city consumcs the major
amount of the milk produced. Local demand for milk is quite high encugh to consume

the entire production of milk.

Natore: Natore 1s found to be rich with enough production of milk. The mentionable
milk pockets of the dismict are Dayarampur, Cantonment, Baghatipara, Shingra bavar,
Sherkul, Shingra, Ahmedpur and Banpara of Baraigram, Milk vita collects milk (rom
Shingra Barar with its capacity of 10,000 liter/day. It can he roughly eslimaled ithat
around 3,000 10 4,000 liter of milk can be collecled from this area by setting up a

chilling centre al Baghatipara

Barisal - Bhola: | he river bed arcas (Lalmohon and Char Fashon areas) of these two
districts are Tamous for milk production. Every house of these area maintain livestock
{cows & buffalocs) farm. The peographical lecation, grazing lields, open riverbeds el
have a major contribution to develop the livestock seclor, Bul the cows available in
these arcas are not high breeding or cross breeding types. They are simply the local
catcporics and productivity is quite low, Each cow, on average provide 1 to 1.5 liter of
milk per day. About 20,000 to 23,000 liter of milk i{s produced in these arcas
everyday. But the price is quite high, which is Tk 22-23 in the local market. The
transporiation facility is not well organized in these arcas. With a diagnostic study of
milk collection in these arcas, it is recommended not to set up any chilling center at

this area. hecause it docs not scom to be feasible.

Manikganj: The major milk pockets of Manikgonj distnicl are Daulatpur, Hatipara,
Dighi, Tara, Tilli, Shaturia, Ghiore, Shingair, Hemayetpur, Nannar Bazar. Dharmral
and Savar. Milk Vita has a chilling cenire at Tara with capacity of 10,000 Lier/day. A
major quantity of milk is consumed by the local intermediaries {Ghosh) wha process
the milk for sweetrmeat production and supplies o Dhaka city. The price is also
relatively high. A total amount of over 20,000 liter of miik is produced here every
day. But, as the demand is high, no surplus milk is available. Milk could be collceted
only with some development initialives and fermulating groups to ensure regular

supply of milk.
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Muonshigenj: As it is very near to Dhaka, the milk price 15 very high compared to
other places, The average daily milk available from the whole disirict is abowt 35,000
liter, on an average price of Tk 18 per liter. Milk Vila has ils chilling center at
Srimagar thana {or a long time. It has been collecting milk from the surrounding areas
through some enlisted samities at its office. "Ammo milk" used to collect milk from
Munshiganj but it is not continuing now. The major milk pockets of the district are
Aldi Bazar, Sadar DBazar. Shiranjdi Khan Dazar, Rajanapgar Dazar, Srinagar,
Bhagyakul Bazar, Shenpara, Kabutar Khola Natun Bazar, Lawpara Bazar, Lawhaganj

Bazar, Kulkulia, Savar ete.

Brahmaonbaria: In Drahmanbaria Sadar area milk is not produced in abundance. It is
sold at Tk. 18 per liter in market and in fast food shop it being sold at Tk, 22, . It is
learned that surplus milk can be collected al cheaper rate [rom the following places:
Sohelpur Bazar. Kokurnaghal Basar, Chandpur Barar, Shalgoan Bazar {1k i4

AVETLES)

I'rom these four bazars{market) at least 300 liter milk is possible to assori through
agenls.

Put milk s ample {in order of abundance) in Nabinagar (Accessible [rom Comilla
disivict}, Ashuganj, Sarail and Cosba. in Ashuponj 800 liter milk can be purchased
Irom market alome at a lowcer price. In Nabinagor, according to local source, around
2,500 liter of milk is possible to collect at cheaper rate. The condition of dairy [arms

in the entire district is in doldrums. This cannol be a potential source.

Comilla, Mircesari {(Chittagong): Out of 12 thanas of Comilla district, milk is found
colleclable {rom cverywhere except Laksam, Nagolkel, Chanddagram. But most
important milk pockets are traced i Homna, Chandina and Barura thana al a
convenienl price Mirersharai thana of Chiltagong is also found surplus in milk
production. Suagaji thana of Comilla is another milk pocket. In fact, from here milk is
supplicd to Comilla Sadar. Chawddagram and other places. In the 15 thanas,
mentioned ahove. about 4(¢) dairy farms exist (Iive Stock Department , Comilla), but

in reabity only fow is found surviving.
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Feni: All six thanas of Feni are abundant in milk production and milk is lound
purchasable only at Sonagazi (around 350 lhiter.). In general, milk is scarce, 29

registered dairy farms are found shaky. So, scope 18 limiled.

Noakhali;: Companyganj is an identified milk pocket in Noakhali district. More than
1500 liter of milk can be collected daily from Basurhat, Chaprasirhat, Baparibazar and

Bunglabavar daily, Tncreased effort can raise the figure to 3000 liter per day.

Laxmipur: Among the 4 (thanas. Ramgati is very rich in surplus milk. Around 2500
liter of milk can be purchased froim Ramigali, and its Char Alexander, Yoyar Char,
Dibirhat, JTaminderhat, Korunanagar, Hajirhat. In second posiiion, lies the surrounding
area of Laxmipur Sadar. From Chakchar, Hajirpars, Char Ruhita and Meghar Char
approximately 2000 liter can be collected daily. [faidergon of Raipur thana can also
supply around 800 liter of milk but at a higher rater. The important aspect of ils milk
market 153 “dadoni{ advance) system”. This system can be replaced and be better used

for procurement of large quantity of milk in the concermed areas.

Chandpur- Out of ihe seven thanas of Chandpur district, Chandpur Sadar is
prominently rich in surplus milk. Around 7,000 liter of milk is transacted in
Puranbavar Arat at wholesale pricc of Tk. 12 per kg, From this place, milk 1s supplied
to other milk scarce thanas. This Chandpur Puranbazar could obviously be a source ef
huge quantity milk for use. In other thanas, milk 18 not that much abundant. And the

contribution of existing farms lo the milk market 13 found litle.

5.1%.3 Milk Collection Procedure

For the proposed projcet milk could be collected from the diftcrent corner of the
country. As milk is a perishable product. emphasis to be given on timely milk
coflection and ensure regular supply of purc milk. Ier that reason some chilling
centers to be established in diffcrent prospeclive areas, where at least 3,000 liter of
milk could be collected daily at initial stage. Gradually, the production of milk in the
parlicular areas will be raised with some increasing efforts and accordingly the

capacily utilization of chilling centers would be increased.

The most importani (actor to ensurc repgular supply of milk 1 to build a wide network

with the dairy farmers. It is discovered that, all existing milk-processing indusines
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have developed a strong network either with the farmers or with some intermediarics
to cnsure required collechion ol milk. Milk Vita collects miik through cooperative
soeicty and members of the sociely are the owner of Milk Vita. Initially a proup is to
form on the basis of abilily o supply 200 lo 400 liter milk per day. Afler successful
supply of at least one year they entille to be the member of the society. Milk Vita
provides some facilities o their members such as veterinary (reatmeni al free of cost,
provide non-farmable land owned by the Govt. fur caltle grazing, cattle feed produced
from their own plant. cow breeding center elc. BRAC Dairy also forms group with
their micro credit and other beneliciary. It also engages some intermediaries on
commission basls. Other milk collecting bodies mostly depend on the intenmediaries

to get the requited quantity of milk,

5.19.4 Proposed chilling centers:

The proposed chilling centers with available quantity and their purchasing average

price is illustrated below:

Pabna- Different milk pockeis of Pabna district are presented in the following table

and llusirated helow

Only major collection Milk ((Qty) | Price Chilling point & collection
points in Litre point

Tabunia Bazar, Sadar 720 12

Pabna Town Bazar, Pabna 1.700 14

Boalmari. Sathia 15.00 11

Sathia Bazar, Sathia 2,500 13.5

Karmarcha Bazar, Sathix 1l lIESE4. 5001 I | Propostd Chilling Cehter

R. Ataikula. Sathia 1,200 13.5

Ishwardi, Sadar g0 11.5

Demra, 8,200 153.5 | Milk  Vita, Aarong, Akix

liood & Bevarage ]

| B 7. 5 () . i 4 | Proposed Chilling Center SN

Faridpur 1,000 13 { Milk Vita, Aarong

foral: 33,258

Sirajgoni- Shahajadur ithana under Sirajeonj district is the mosl valuable location for
establishing a chilling centre. The milk processing plant of Milk Vita is located at
Daghabari. Aarong and Allab arc also located at Shahjadpur thana sadar. Morcover,
Akiz Food & Beverage has set its plant at Talgachhi of Shahjadpur, So, collection of
milk will be quile chatlenging. But the potentiality of high quality and large quantity
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of milk production is great enough 1o arrange a huge quantily of milk supply through
engaging some intermedinnes or forming groups in the farmers’ level. Local people
refer that the chilling center of Akiz Food & Bevernge can collect 5,000 1o 6,000 liter
of milk per day. ‘The average price would be Tk, 15 per liler.

Bogra- Different milk pockels of Bogra district are presented in the following teble

and ilusirated below:
Only Major Milk (Q1y) | Price in | Proposed Chilling & Collection
Collection Points in Litre Taka Point
Sherpur . - 4.800 - 14 | Proposed Chilling Center
Bhabanipur 800 13
Shibponj 5.100 13.5 | Aarong Chilling center
Daridaha 1.900 13
Kagoil, Pirgachha 4.400 12 | Proposed Chilling Center -
Khanpur 1.100 12
Sughat 1.i50 14
Sweriakandi ‘ - 5,500 12 | Proposed Chilling Center -
Adamdighi 2 800 13
Oihers 1,200 13
Total: 28,750

Gaibandha- The mitk production scenario in Gaibandha disirict is presented in the

following nble and illusirnted below:

Only Major Collection Milk Price | Proposed Chilling &
Points {M¥)in |m Collection Poimt
Litre Taks
Sadar 860 12
Sundorgonj 2.200 12
Palash Bari + Fulchari 31,850 13
Gabindagonj + Sundarganj {6,500 ] = 12 | Proposed Chilling Center . » |
(idari+Uria 2,150 12
Total 15,560

Rangpur- 'I'he milk production scensrio in Rangpur distnct is presented in the

following oble and iltusirmted below:

Only Major Collection Milk Price | Proposed Chilling &
Points (Qty)in |in Collection Point
Litre Taka
Hadarpanj 5,500 12
Dorshona -ea ao | T12,0001° - 13 | Proposed Chilling Center. -
Turagonj 6,800 10
Pirgam 2,600 12
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{Jangachere 040} 11 *
Sewabazar 1504 11
Total 20,340

Dinajpar- Location ol the proposed chiliing center, availability of milk with averape

price is given below in the table:

Cnly Major | Milk | Price in | Proposed Chilling & Colleetion Point
Collection Points (My)in | Taka
Tatre
Bhaber Bavar 1200 14
Parbatipur/Chinrba 1400 14
ndar
Doshmiail .. = 5700 | 1410 Proposcd Chilling Point ” .
Sadar + Birgong 2.000 16
Biral + [Fulbari 230 14
‘lotal 11,250

Natore-The milk production scenario of Natore is shown in brief in the following

table:
Only Major Collection Points | Milk Price in | Proposed Chilling &
() in | Taka Collection Point
Litre
Shingra Bazar 1,500 14.5 | Milk Vita

"l-—q-—|14-

Davarampur, Cantonment; 3.500
Baghatipara )

Proposed Chilling point

Sherkul, Shingra 1,000 14
Ahmedpur, Baraigram 2.600 13.5
Banpara, Baraigram anl) 11.5
Total: 9,260 |

3.1%.5 Proposed chilling centers at a glance:

Following table represents the localion ol the proposed chilling center, their initial

and expecied guaniity of milk to be collected, average price:

District Proposed chilling center Imtial Expected Averape
quantity gquaniily price
{liter) (liter}
Pabna 1. . Kamarchar, Sathia 4, 500) 7,000 13
2 Dera 7,500} 12,000 14
Sirajgoni 3 Shahjadpur 5.000 10,000 16
L3oera 4 Sherpur 4,800 7,000 14
5  Kagoil, Pirgachha 4,400 7,000 12
6 Sarakandi | 5,500 5,000 12
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Gaibandha |7 Gobinda gong+ 4,500 9000 12
Sundorgon)

Rangpur g Dorshona 12,000 15,000 13

Dinajpur 9 Doshmail 3,700 12,000 14

Natore 10 Dayarampur, Army 3,500 8,000 14
Cant., Boghatipara

Total 57.400 46,000

Average price 13.40

A tatal of en (10} locations are identified {or setting chilling ceniers {rom where nine
locations will be selected. Aber setting chilling centers milks from nearby arcas
would be rushed o centers. More over when people will come to know that milks can

be sold easily and it is rewarding many new fanms would be developed. As a result

within a few year milk production will mouni up.
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6.1

0.02

CHAPTER - 6
MARKET POTENTIALITY

INTRODUCTION

With the population of about 130 million (as per national census 2001} and with huge
{about 0,700 million tons) deficit of protein supply, Dangladesh offers immense
potential for production and marketing of milk and milk products and other apro based
products that arg required to meet the daily protein and nutrilion requirement of the
people. On a national basis, the per capita availability of milk and other protein
supplying items is one ol the lowest of the world. The couniry 1s sull dependent on
imported powder milk and other imporled sources ol protein o some extent,
Considering this gnm scenario the proposed project envisages producing Milk-based

products,

NATIONAL SCENARIO

Bangladesh is primarily an agranan and agro-bascd country and livestock plays a
signilicant role in ihe national development by providing principal sources of diet in the
form of milk, meat and egy. [t also creales employment opportunitics for a large porlion

ol our rural people.

According to the’ Hangludeshlhgricultural Sample Survey 2005, there are 14.94 million
larm holdings. About 0% of the farm holdings are termed as 'Small Farm Holding'
having farm sizes measuring 0.05-2.49 acres, 20% termed as 'Medium Farm [elding'
having sizes 2.50-7.49 acrcs and only 2% are labeled as Large Farm Holding' which

are 7 50 acres and aboyve.

The farmers largely depend on livestock lor their existence. Traditionally the land-less
and marpinal farmers are bulk producers of milk, cggs and meat. The affluent rural
families who are the major consurner of the livestock preducts consider selling ol milk

¥ .
and eggs as an fnfenor trade suited to the poor only.

It is cvident that small-scale [armers rearing small number of livestock to supplement
. . . b .

income from crop cullure dominate the livestock sub-secter. These small-scale 1armers
would benefit fram a commercially cstablished modern dairy farm hy selling milk to

the establishment. Becanse of lack of sufficient marketing facilitics at local level and
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6.4

the milk being a perishable item. producers are compelled to scll at low prices to

neighbors, swect shops, cie.

The livestock secior contributes about 6.5% to national GIP and 15.10% to agriculiural
GDP. In Bangladesh, 25% of the population is directly dependent on this sector and
50% of the total populaiion is indirectly dependent on hivestock.

NATIONAL PRODUCTTON

According to Directorate of Livestock, Bangladesh, the national production of milk in
the 1991-82 fiscal year was 1.35 million tons, which rose to 1.74 million tons during

2000-01 Lscal year. The Average growth rate is about 2.82%.

IMPORT AND EXPORT

In Bangladesh no fresh milk is being imported. However, powder milk and other milk-
bascd products are imported. Following luble shows yearly import of powder milk and
other milk based produets [7.8]:

{~000 Metric Ton)

1943-% 1996-97 1997-98 1998-49 1999-00 2000-01 2001-92

2 26 21 24 34 31 24

Lk

Source: Foreign Trade Statistics, BBS

ol I A v I D - b= I A - =
2 iz |lg |z |glz2|2 | 8|8 |8 |8 |2 |8
— — — _— -_ — — o~ ] ~ ] L] ™~
Million | 4o | 41 | s3 [ 53 | a5 [ 56| 60 ez | 5o ] 61|61 | 86|73
US $
crore Tk | 148 | 165 | 217 | 226 | 205 | 268 | 302 | 333 | 339 { 353 | 350 | 532 | 489

Source: Anmual review of imporl payments 2005-06, Banpladesh Bank

It iz evident lrom above table thal the import of milk products almost remained stagnant

during Uhe reporling pernod.

Usually no milk or milk-based products are exported from Bangladesh. However,
according to Foreign Trade Statistics of Bangladesh Bureau of Statistics 24 MT and 2.2
MT of milk and milk based products were cxported to Pakistan and Singapore

respeclively during 1998-99.
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6.05 DEMAND

6.06

Thete 5 no delinite figure as to the requirement of diary products in Bangladesh. The
nutritional experl group has recommended 300 grams milk lor children and 200 pgrams

for adult menfwomen per day in case of vegelarians; for the non-vegetarians, the

recommended rate varics from 200 grams for children to 160 grams for adults.

On ihe whole, minimum nutritional reguirement per head per day is roughly 250 grams.
Taking this figure as a conservative estimate for (hc common people it is observed that

the total demand of milk for 130 mlhon people stands at 11.86 million metrie tons in

a year as apainst annual production of 1.78 million metric tons.

MILK PRODUCTION

According lo the Directorate of Livestock, average annual demand for milk in our

country is 11.86 million ton against current supply of only 1.78 million ton {9].

Year-wise milk production 1s given below:

Year Production /year (in Tons) Production growth rate
91 —92 1,350,000 --
02 -93 1,370,000 1.48
63— 94 1,450,000 8.76
04 95 1,520,000 2.01
05— 56 1,570,030 329
96— 97 1,590,000 1.27
47 -08 1,620,000 1.89
98 — 99 1,660,000 2.47
94 — 00 1.700,000 2.41
00 - 01 1.740,000 235
01 =02 1,780,000 2.30

Source: Direcloraie of Livestock, Dhaka
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Milk productions are shown in the following graph.

Year-wise milk production

2,000,000 10.00
1,800,000 P00
1,800,000 A
1,400 000 7.00
1,200,000 5.00 I Prochectiondyesr
1,000,000 200 (=t Growth Rate
B00,000 4 DO
800,000 3.00
400 000 = 200
200,000 i 1.00
b Q.00

L r ’ 4 L ! L L

& L Ly FEEF S

Yo

Fig 6.06.1 Ycar wise milk production in Bangladesh

it is seen from the above table that although milk production has increased year by vear
but ils gradual rate of increase is yet much Inwer than current average growth of
population {1,48%). ft is slso evident [rom the above information that current deficit
of milk and milk products is 10,0825 million tons considering a siandard of per day
per head milk intake of 250 gm. Import nf powder milk contributes a very insignificant
partion tn meet the existing demand, The picture is clearer frem the above import dats
6.04.

6.07 DEMAND PROJECTION (PROCESSED AND PACKED MILK)

Considering the sbove-mentianed factors a demand projection for the next 10 years ean

be drawn in the following woy.

Yeor . Population - Population within - Per day milk intake — Yrarly estimated | ]
(in million} required income (250 gmfday Mend) demand for
level (in million} {in million Kg} milk/milk products

(in million tons) |
2002/03 132 38.28 9.570 34
2003704 134 3886 971% 1.54%
200405 136 39.44 9860 31,400
2005406 138 40,02 10.005 3.651

2006707 1449 40.60 10.150 3. i
2007/08 142 41,18 10255 3.357
2008/0% 144 41,76 10,444 3810
2009410 146 42.34 t0.585 3.343
2010411 145 42.92 10,730 3r16

L:u_l_m:a__ls_u_ o 4350 _ 10878 . 3563 )
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6.08 DEMAND SUMMARY

Demand is forecasted focusing on g mited group of people who are basically urban-
bascd and are capable of purchasing the newly introduced products. So, this forecasting
reflects demand for enly processed and packed milk. The urban income group through
out the country with monihly income ranging from Tk. 8,000 — 20,000 and above i3
thought to be the prospeclive customer for the products. Expornt poientiahty is not

considered here basing on the present siluation.

By Ll:u: end of year 2007 the demand is expected 1o be around 3.70 million tons and it is
expected lo increase incongruence with the increase in population. In this way il is
expected that the demand may reach around 4.00 million tons by the end of the year
2012. The projected demand is also subject to further change due lo varnations in

different inflluencing factors.

Although it is picured from the above table that there remains a large un-served
demand for milk but the actual demand may nol match cxactly to the above scenario.
Decause, (his demand is mostly an aggregate demand of raw, semi-processed and
processed products. Moreover, it covers the whole population irespective of their

income level, which is a major filtering {actor.

Like income. many other factors may act on the way of shaping the demand lor

packed/processed milk. The lactors may be summarized as lollows:

a Population growth: According to the Preliminary Census Report January 2001
total population of the countey was 12,92,47.233 (Can be rounded at 130 million),

which i3 reported to be tnereasing al a rate of 1.48% per year.

1 Food habit of the people: People in our country are very much fond of taking fresh
and boiled milk. Packed liguid milk is yel to get mass familiarity and acceplance

among people.

o Income level: It can be assumed that population within the income group of Tk.
£.000 — 20,000+ per month are the prospective customers of these products. I'ram
Statistical Year Book 1999 it is found that about 29% of the total houscholds fall

within this group.

o Current limited market: The main concentration of the packed milk producers is
in Dhaka City, Other than Dhaka it is gradually spreading in Chittagong and Sylhet,

S0 competition is intensifving in these major parts. The reason behind such a
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limited market for packed hquid milk and Jack of initiative from the producers’ side

is mainly due to carrying cosis.

Exploring export market: The country has not yet entered into export market in
this scetor. Rather every year a huge quanlity of milk s imported for meeting local

demand. In this situation, we will need much eiforl 1o gel access o export market.

Competitors: Tn packed hguid milk markel there are many competiters like — Milk
Vila, Aarong, Afllab, Amomilk, Ultra Milk, Bikrampur Milk. Among them only
Milk ¥Vita and Aarong cover almost 70% - 80% of this packed liquid milk market
with their existing rated capacity of 260, 000 and 60,000 liters per day. Akiz Group

has recently appeared in the markef wilh packet mik.

Scasonal variation: It is learnt from the experience of established producers that
demand and supply of milk is high during dry or winter season and it is low during

rainy s¢ason.

Pack size: 1113 algo learnt that pack si7e is an important factor. In mest of the cases
it is [ound thal for plam/pasteurised milk less than half liter and one liter or more
than one-liter pack arc always slow moving. On the other hand for flavored milk

less than half-liter pacle size is a very fast moving item.

Nutrition requirement: Supply of protein includes milk, meat, egg, pulses. ete. So.
nutntion requirement is also another important factor for determining the demand

Tor milk and pulse based products.

-84 .



6.09 DEMAND-SUPPLY GAP AN ESTIMATED DEMAND FOR T1HE PROMOSED PRODUCT

Estimzation of demand-supply gap {enly for processed and packed milk)

I Idcntifying factors  Quuntity

| Populntion by the end of 130 million | | Demand-suppty Gap Crart
1 1he vear 2002

¢ Pepulation  over  monthly 37.70 million

rinmm: level Tk, 5000+

1 (29%)

1 Per day milk requiremenl %425 mitlion lilers
for the target population

" considering o standard milk

* requirement of 250 ml. per

head.
. Daily supply (Milk Vite +  0.37 million liters
Aarong + Aflab)
Other Mini Supplicrs (L.S.}  0.03 mitlion liters
Total  daily  supply  of 040 million litcrs B Susaly by mefor s
| packed processed milk O S upply by small suppler
Counlry  wide Demand-  2.025 million liters G Demand-auppiy gap

| supply gap per day
' Percentage  of  Demand- 95.76%

' supply gap per day

The above demand-supply gap nnelysis shows a very positive signal {or the pew entmnts
ns 95.76% of the total current demaond is still unmet. But once again it 15 important 1o soy
that this is rot o ready demand, mther it 1s 10 be crealed. And obviausly it is subject to all

the demand inlluencing factors mentioned in 6.08.

6.10 COMPETITION SITUATION FOR THE PROPOSED PRODUCTS
Mitk is avmilnble almost sll over the country in & mther Ew or unorganized way. D
there are very & few organized companies and importers who dominate in the supply
and production of processed and packed milk. Although the proposed project is going
10 eppear with a mix of existing ranges of products and new products ond u large pant of
the country remaios un-served vet 5o the project wilk not Tace much competition in the

market.

Still we belicve it 10 be justified 10 consider them as potential competitor for the

proposed cre. Becouse -
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0 They have plant set-up and they can casily diversify to these kinds of products

once the market is created.

o Currently they arc producing substilule preducts thal may alfect the demand for

the preposcd products to some cxtent.
O They use the same sources of raw material that the proposed project will be using.

A briet profile of such organized milk producers along with their supply capacity is

given below:

Bangladesh Milk Producers’ Cooperative Union Limited (Mille Vita)

Il 13 the largest and oldesi mulk processing company and 1s sill the market leader. Ii
produces different types of milk products and has network all over Bangladesh. It
collects milk throvgh its own cstablished socictics and gives a package of different
henefits to the mombers of the socicties. The different mitk cellection and chilling

poanis of Milk Vita are —

Baghabari, Sirajgon; Srinagar, Munsigan]

1
2, Company Dazar, Rangpur Tara, Mamkganj

Amiali, Patuakhali

Lad

Parbatipur, Dinajpur

e e

Singra, Nators Takerhat, Faridpur

WMok

Bhangura, Pabna

It hag two processing plants — one is in Baghabari, Sirajgonj and the other in Mirpur,
Dhaka. The biggest collection and processing plant of Milk Vita is in Baghabani. It has
g daily capacily ol eollecting 150.000 liters of milk. During the off-seaseon it comes
dorwen to 1000000 = 120.000 liters per day. The Daghaban plant supphes 50,000 io
60,000 liter per day to Mirpur plant [or pucking pasteurized milk. Remaining quantity
is processed here [or the production of butter, é.hcc, cream and powder milk. Mirpur

plant has a total capacity of producing 120,000 liters of pasteurized milk per day.

Milk Vita collects milk by forming socicty group. The group is tormed on the basis of
abilily to supply milk at a quantity of 200 to 400 liter per day. The latmers sl form a
group and apply for registration to Milk Vita, Afler a tnal time regular supply of milk
for about two vears, a group is registered as a member of Milk Vita Cooperative

Society and possesses right to altain {ollowing benelit package —
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u  Owning of non-cultivatable land [or grazing their cattle

0 Cultivation of “Napicr™ grass

0 Supply of balanced catle feed

o Anificial breeding

0 On demand treatment, check-up and medication program

o Credit facility of up to Tk 20,000 without any interest,

O Yearly incentive bonus {(appr. (@ 0.75% on the total ameunt of milk supplied by

the society)
O The society members also possess the ripht to clect their representative to the

Muanaremenl committes.

‘The Milk Vita authority controls the supplyfcollection of milk. For that reason, they
provide a pre-notice about the cxpeeted collection of milk and sel up a guota for the
groups according to their capacily and marketl demand, By law, the members of Milk
Vita cannot provide milk to other orgamrations or buyers. There 1s a provision lor
tinancial and other penalties in case of breaking the regulalory obligations of the
groups/socielies.

The trend of yearly milk colleclhion of Milk Vitais as follows:

Near milliem liter
19941995 11.0
1985-1966 12.5
1996-1997 12.6
1997-1998 17.0
1998-1999 24.0
1699-2000 26.0

Milk Vita has an expected target to increase their capacity/collection of milk to 2.5 lac
liter per day by the next vear.

The main customers of Milk Vila are (he people ol meiropolitan arcas who have a
regular meome of Tk 8,000 and above. Currently Milk Vita is supplying their product
only in Dhaka, Chitagong and Sylhet metropolitan areas. It is not exploring in the cther
towns because it 15 not cost effective 1o supply a limited quantity of milk to those
towns, According 1o them, the consumers of those local towns will not prefer te buy

Milk Vita al a higher price to open market milk, which sells at a lewer price.
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The product distribution channel that Milk Yita follows :

hstobutorDealer i:’k Retailer i:’,{:nnsumer l

BRAC Dairy and Foud Project;

¥

Producer

BRAC dairy operates as a commercial project of BRAC, which claims to the world’s
largest NGO. BRAC Dairy started its operation in 1998 and now it is the second largest
and a very dynamic milk processing company in Bangladesh. Through the wings of
BRAC and its development works its network is spread to the mots of every village
where milk is produccd in bulk guaniity. Tl collects milk from its beneficianics under
micro credit program as well ag Irom milk producers’ associations developed by them.
Although BRAC doesn’t offer benefil package hke Milk Vita but it offers a
comparative higher price for the growers. It has 22 chilling points and different milk
cirllecuon routes spread all over the country. The chilling points are mainly

concentraled in the following arcas —

1. Manikeonj 5. Bogra

2 [abna 6. Joypurhat
3. Sirajgon) 7. Dinajpur
4 Kusha 8. Rangpur

The capacity of the chilling peints ranpes from 3000 lir. —~ 10,000 Itr. Tts milk-
processing uml is stluated in Gazipur, Dhaka, which has current rated capacity of
50.000 I, per day. Taike Wilk Vita BRAC also produces different tvpes of milk
products like ULT packed yophurt. Currently BRAC is the only producer of yoghurt in
Bangladesh, Tis intermational linkage and development image help it much in building
its markct.

BRAC is marketing its produet with the brand name “Aarong”™. The distribution

channel it follows is siven below —

¥

Producer

T Distrbutor/Dealer "I p— REM:’, Consumer !
I— - T
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Aftab Rahumukhi Foundation Limited (ABFL}:

L he milk plant of ABF1. is situaled in Bhagalpur, Bajitpur in Kishorgonj. This dairy
farm collects miik from Kishorgonj, Strajgon] and Pabna districts. For milk collection
ihey select potential farmers and bring them under their micro eredit program to huy
mitky cows. The dilferent milk collection and chilling points of ABFL arc -

1. Kouadi, Kishorgonj 4. Baghabari, Sirajgon,|

2. Kuliarchar, Kishorgon 5. Faridpur, Pabna

3. Alcbamagar, Kishorgon)

ABLFL markets its products mainly in the Dhaka metropohian area. Recenily 1t has
taken initiative to spread in differcnt pans of the country. To distnbute their products
they use about 30 rickshaw vans and 8 pick-up vans. The distribution channel they

follow is indicated below —

Producer E.__’., Distributor/Dealer /" Relailer b Consumer 'I
T = — T v — gu—

f 3

L

{iher competitors:

Albough 1l seems that there are only a few orgamised dairy farms operating in the
market but it is also found that existing organizations are expanding their capacity and
some new entranls are also setting up their planits. Among them “Akiz Food and
Beverage” from “Akiz Group™ has set up five chilling point at the Daghabari and
surrounding arca like Talpachhi. Demra, Bora, Bhanpura and Faridpur, The capacity of

these chilling points are 10,000 liter per day each.

Produchion capacity of major processed milk producers are

5L No. | Brand ¥ame Rated Capacity per day

1 Milk Vita 260,000 ltr.

2 Asrong S0,000 Qtr,

3 Alflab 60,000 It
Lotal 370,000 Itr.

Source:; Primary
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The capacity utilization fluctuates on the basis of availability of raw milk and demand
for milk in the market. It is found that production is law in the rainy scason duc to
scarcity in input level and production is high from November 10 February.

ack size and retail price of the major proceased milk producers

Pasteurized milk is produced by all the producers. Flavored onc is produced by both
Milk Vi nnd Aarang. Butter, Ghee and Ice-cream are produced by both Mitk Vita and
Alab. Aarong is the only producer of Yoghurt in the present market.

Name, size nnd price of diTerent products of major producers are as follows:

51 No. | Name of ihe product Pack size Retail price fpack
A Bangladesh Milk producers” Cooperative Union Limited (Milk Vi) :
e . e m e e e
1 Pasteurized Milk 1 Litre 26.00
0.5 Litre 13.00
0.25 Litre 8.00
2 Flavered milk 0.20 Litre 10.00
3 Butter 200 gm 50.00
100 £m 26.00
4 Ghee 900 gm 280
450 pm 133
200 pm 70
B~ | BRAC Dairy Farmmn (Aartong Milk) ~ - - ]l
[ Pasteurized Mitk i Litre | 26.00
0.5 Litre 13
0.25 Litre §.00
2 Chocalate Milk 0.25 Lilre 10.00
3 Yophun 0.25 Litre 150.00
C~ " { Aftab Bahumukhi Farm Limited (Afiab Fresh Milk) - __Il
1 Pastcurized Milk 1 Litre
0.5 Litre
0,25 Litre




6.11 DISTRIBUTION CHANNEL

Ior enhaneing quick and prompt disinbuiion to the consumers the project will follow

the following distribution charmnel.

~

Pmduﬁl Listributor/Dealer I: Retmler Consumcr a
* -] WI -].
W;% Option 2)

The projeet will mainly follow oplion-1. Option-2 can be followed only in Dhaka eity

and neighboring areas. For reaching the customers it will cngape distributors or dealers
Distrct-wise. The distributor should be capable cnough to purchase bulk guantity (the
quantity that is cost-effective in terms of its transportation cost) and meet the daily

target. 'L he transportation cosl up 1o distributer will be borne by the company.

Display outlets

The products can he displayed in departmental storcs, confectioneries and hotels in
commetcial and posh residential arcas. The products can also be displaved in
supermarkets, chain stores and shopping malls. The sales out-let should contain small
sign-boards notifying ils availability or point-of-eve that can easily catch the attention
of the customers. It can also go for joint arrangement with the shop-owner for printing

illuminated polymer sign-board.

6.12 PROMOTTONAL MEASURES

To boost up sales, the company will use different media to advertisc their products.
Most widely used advertising media will be daily Newspapers, magazines, [lluminaied
Polymer Sipn-board. Hoarding, Billboard and Television. Retailers’ incentive, free

delivery and replacermnent lacilitics are also part of the promotional stralegies.

Geod start lcads to beiter run. So, for a better running of the product the Faunching
should be very successiul. As a result extensive promotional measures are lo be taken,

Given below are some suggestions about the promotional measures:
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Advertisement through mass media — Mass media hike daily newspapers, magazines,
fyersfeallet, TV, billboard sign can be used to remind and influcnee people to buy the

products.

Distributing free sample — To lot the people know about the produci at the initial stage.
free sample can be distribuled among them in smaller packs. Crowded commercial
places like — shopping mall. super markets are ideal places for such sample testing. An
observer may lake notes of the peoples’” comments. A psychological study on consumer
behavior shows that people remain more in buying mood in the evenimg. Their curiosity
and mental acceptance lor new things remains very posilive at this moment. Se, & i

better to conduct yuch sample testing in the evening,

Frec sample distribution can also he extended to some targeted group like — English

mcdium schools and instiutions.

Attending fairs — Atiendinp different trade lairs can also be a way to reach the mass

people.

Sponsoring sports and events — It can sponsor national ot institutional level evenis

(specially sport events) to promote its health drinks in particular.

Developing a brand image — In the course of its promotion it should also try to develop
a hrand image by gaining the confidence of the people through its superior quality and
nutritional contents. Nolifying people aboul its foreign affiliation, iis hygienc and
modern production technique, nutritional contents, ete. might help 1o a great extent to
gain the confidence of the people. Scveral awareness programs can be arranged [or this

purpose. A good name can also help in developing brand image,

Eye cafching product display — Cye cawching product display can also help to a great
cxtent in promoling the products and attracting the customers. The appointed sales
cxcoutives should be careful enough to motivale the shop owners to display the
products at the front end. Point of eye, small sign-board {e.g. — XYZ milk is available

here), and illuminated polymer signboard can also be used.

Maintaining regular siock in shop fevel — Regular stock supply is also an important
factor. Regular availability of the specific milk product will encourage customcrs to fix
a brand. If the customer lovalty is achieved shop owner will be automaltically interested

to maintain an adequale stock level.
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6.13

Free Refrigerator set-up — To ensure quality in preservation laclity, refngerators {63
litre capacity) will be distributed throughout the country among the sales-outiets. For
distobuling relrigerators the company may consider to take a sccurity deposit of Tk

3.000/- to Tk 5,000/~

CONCLUSION

Currently the country has a total demand for milk of 12 million tons whereas only 2
miltlion ton 1y eurrently being supplied from local commercial production. The rest is
met by conventional production and from impor market. During the last {ew decades a
drastic translormation has taken place in the field of processed milk production and

ConsUMption.
It is quite clear that there will be a big demand-supply gap in processed milk market in

nexl few years, This sub-scetor could be an opporiunily lor cnterprising people. The

plant is based on impored technology and it would help the cconomy in many ways.
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CHAPTER -7

FINANCIAL ASPECTS

7.1 COST OF THE PROJECT

I'he total cost of the project has becn estimated at Tk 198,183,380/-including net

working capital of Tk 19,268,000/ The total cost of the project including working

capital i3 shown in Annex-2.

The dctailed cstimates of fixed and working capilal requirement have been shown at

Annexure 3 and 4 respectively.

A summary break-up of the total cost of the project has begn shown below:

Table 7.1.1: Cost of the I'rojcet

{Amount in Taka)

PARTICULARS TOTAL
Land & Land Development 21,561,580
Chilling Points, Building & Civil Construclion 22,004,004
Machinery & Equipment 117,655,000
Fumniture & Fixtures 1,046,800
Vehicles 13,450,600
Securily Deposit 350,000
Preliminary Expenscs 2,852,000
Working Capital 19,268,011
[TOTAL COST OF THE PROJECT 195,183,380

Nate: The authorized capital of the company is Tk 366,000,000, It is to be increased
to facilifafe equity participation by the Bangladesh Baric

7.2 TENTATIVE FINANCING PLAN

Particulbars Spongors Equity Bunk Finance
Land & Land Development 21,561.580
Building & Civil Construction 11,000,000 11,000,000
Capital Machinery 37,655,000 80,000,000
Furnilure & Fixturcs 1,046,800
Vehicles 2,450,000 5,000,000
Security Deposit 350.000
Preliminary Expenses 2,852,000
Tatal Fixed Cost 82,915,380 06,004,040
Working Capital 14,194,476 5,073.524
TOTAL COST OF TIIE PROJECT 97,109,856 01,073,524
F.quity Participation Ratio (%) 49% 51%
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7.3 FINANCIAL EVALUATION

{Amount in Taka "(000°)

Particulars Year-1 | Year-2 | Year-3 Year-4 | Year-5
Capacity Utilizaton 65% 70% 80% 85% §5%
A. Profitability

Rales Revenue 317,877 | 345,507 | 394,681 | 419624 | 419872
Gross Profil 15,161 14447 | 12,281 10,115 7.949
Net Prolit {Afier Tax) 27316 | 33,482 | 46,565 | 534821 54289
B. Ratios

Gross profit to sales (%) 3105% | 31.41% | 32.19% | 32.36% | 32.08%
Nel profit io sales {%o) 7.73% | 8.80% | 10.77% | 11.73% | 12.02%
Retun on Equity (%) 28.13% | 34.76% | 48.58% | 56.18% | 57.30%
Return on Investment (%) 21.43% | 24.18% | 29.69% | 32.09% | 31.40%
Debt-Equily Ratio (% of Debt} 0.73% | 0.73% | 0.73% | 0.68% 0.60%
Fixed assets Coverage {times) 1.44 1.36 1.26 1.10 0.85

The detailed salcs estimates and cost of goods seld have been shown at Annexure 3 and
{ respectively.
Whereas the detailed peneral, administrative & selling expenses eaming forecast have

been shown at Anncxure 7 and & respectively.

7.4 BREAK-EVEN ANALYSIS

The break-even analysis has been camed out on the basis ol cost and sales data of 5" yoar
projected operation. The project is cxpocted to break-even at 42.95% of the rated

capacity. The details of break-even analysis have been given al Annexure-9.
7.5 INTERNAL RATE OF RETURN (IRR)

The internal rate of return Las been computed following the DCE technique, the details of

which may be seen at Annexurc-10. The Internal Rate of Return is 38.60%.
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CHAPTER -8
SOCIO-ECONOMIC ASPECTS

The socic-econemic implications of the proposed project are immense for a least developed

country like Bangladesh. A few major impacts are detailed below:

3.1 EMPLOYMENT GENERATION

The projcet will penerate direct employment for 125 persons. In addition, at farmer level

about 2000 homesteads can be engaged into milk producing activities. About fifty perceni

ol these cmployments would be Tor women.

8.2 SOCIAL BENEFITS

The net incremental benefit will accumulate through the growth of local supply chain and

the prowth ol business transactions with the project in the cenler.

8.3 CONTRIBUTION TO GDP

At 65% capacity, the project is expected to contribute Tk 91,926,253/~ w the country’s

D in the (irst year. The calculation of GDP contribution is shown befow:

{Amount in l'aka)

Pariiculars Year:1 Year: 2 Year: 3 Year: 4 Yrear: 5
Net Revenue (A) 317,876,637|345,507,452(394,680,795 419,623,963 | 419,872,302
Inter-firm 225,950 384|244,281,171 279,745,641 | 298,101,801 200.126,703
Transactions: {B)

Contribution to GDP: | 91,926,253 (101,224,281 114,935,153|121,522,162 | 1211,745,610

The detailed ealeulation of G have been shown al Annexure 11.
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4.1

9.2

CHAPTER -9

ENVIRONMENTAL ASPECTS

BACKCGROUND

Now-a-days protection ol environment (both natural and human environment} is one of
the burning issues. Tn response to growing environmenial awarencss in Bangladesh over
the last few years, the concerned authorities have now begun to consider the need for
sound management approachcs for the protection of the cnvironment without
jcopardizing the badly needed industrial and economic progress. Emphasis has, therefore,
been placed on good planning and management systems that arc cssential in addition lo

apprropriate technical solution.

Bangladesh is one of the highest population densities in the world. This puts tremendous
pressurc on its limited resources management prograni, which can only be effective 1l
they are environmentally sound. Natural and nan made environment hazards coupled
with limited resources make it imperative to incorporate the environmental dimension in

the delicately balanced ecosyslem that exists in Bangladesh.

Since tho process o devclopment in Bangladesh is still in its initial stage, it is
advantageous to incorporate the environmental dimension in the development program.
For instance. (he incorporation of EIA (Fnvironmental Impact Assessment) as part of
averall planning process would help avoid some of the adverse elfects of development

experienced by industrialized nations.

INTRODUCTION

The United Nations Environment program (1978) FIA has a method "to identily, predict
and to describe in appropriate terms the pros and cons (penalties and benefits) of
proposed development. To be uselul, the assessment needs 10 be communicated in terms
understandable by the community and decision-makers and the pros and cons should be

identificd on the basis of criteria relevant 1o the countries affected”,

The purpese of the environmental sssessment can (herefore be defined as to serve as a
management tool nol only to assess impacts but also to improve the quality of decision.

Although ECITO MILK PRODUCTS LIMITED is an environment friendly project, it is
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9.3

4.4

9.5

9.0

nceessary to be conducted by EIA to assess the impacts on surrounding natural and man-

made environment.

LEGAL FRAMEWORK

There is a legal requircment for the compiction of environmental assessmenis (or a
variety of dillerent Lypes of projects that are considered as having the potential lor
causing the significant environmental effects. The Environment Conservation Acl 1993
and Cnvironment Conservabion Rules (ECR) 1997 constitules the legal basis for

undertaking EIA for any development industrics or development preojects.

SCREENING OF PROPOSED PROJECT

As LECIO MILK PRODUCTS LIMITED is an apro-based project; it is Mendly to the
environment. As per FCR 1997, a normative screening procedure is o be followed
according to which indusiries and projects have been divided inlo {our categorics: Green,
Orange A, Orange B and Red. This screening is based on several imporiant eritcria such
as typc of project, its size, location and pollution potential. According to the ECR 1997,
this project is of Orange B category. So the full scale of ETA iy not neccssary for
determining the environmental asscssment of the project. Besides, the proposed location

i3 an agricultural land at a remole arca of Gazipur.

EIA PROCEDURES

A baseline study is one of the most important pars of ETA. This term refers to the
collection of background information on the environmental and socio-gconomic setting
for a proposed devclopment project, and it is normally one of the first activilies
undertaken in an ETA. A study team surveyed the project area and collected the necessary
information of the propesed project. The adjacent land of the project is agricultural land,
No rehahilitation is necessary for the implemcntation of the project. The social survey
reveals that if the project is implemented, it will bring an economic contribution to the

society.

EVALUATION OF TIIE IMPACTS

Short-term Impacts:  From the checklist it has been scen that most of the short-term

impacts are minor category. When the construction and
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installation activities are completed, the impacts would be

OVersome.

Long-term Impacts:  The propesed project is one kind of agricultural projeet. So the
project will not bring any severe harm to the adjacent
agricuiural land. Most of the long-term impacts are pesitive. 1t
the project is implemenicd, it will accelerate the ultimatc
development ol the country bringing contribuiion 1o GDP and
creating employment opporiunities. Although some long-term
impacts are adverse to the natural environment, most of them

have either minor impacts or might be treated.

9.7 PROPOSED MEASURES FOR ADDRESSING TIIE ENVIRONMENTAL ISSUES

The following measures should be undertaken lo mitigate the adverse impacts on the

surrounding environment:

Structural measures:

(a} There should be adequate trcaunent facilities to mitigate the impacts of solid and
liquid waste.
(b} There should have adequate safety provision both for the health of labor end the

whole processing plant such as proteetion from fire hazard.

Mon-structural measurecs:

{2) There should have an cffective Environmental Management Plan for each ol the
selected prolection and enhancement measure.
(b} There should have an implementation schedule indicating the timing of work plan as

to when the protection measures are o be installed and / or be operational.
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CHAFTER - 10
SWOT ANALYSIS

10.01 STRENGTHS:

ii.

iil.

iv.

The main strength of the project les in the busincss experience and eaperlise of
the key person and the directors of this preject having exposure of corporate
management. The Managing Director possesses more than 40 years of business
cxpericnce in different sectors and extraordinary management capability. He
would he supported by a group of expericnced people involved in this tradc for a

considerable period.

The location of ihe project provides an advantage for mainlaining a good

networking with the mainstream business people.

The reputation ol the sponsors already gained will help to make an easy

penetration inte the market.

The project will introduce inmovative products, llavoers, cte. which will have

advantages over existing products available in the market.

10.02 WEAKNESSES:

il.

1l

For technical cxpertise the project will completely depend on hired

experts/personnel.

People still believe that Bangladcsh cannot maintain the quality that foreign

praducts can do.

For competing in the intemational market, the volume should be significantly high

1o atlain cconomy of scalc.

10,03 OPPORTUNITILES:

.

iii.

The market potential of these products, as has been assessed, is quite substantial.
Reocause of a large and growing population the market is siill growing,

The company can research and develop new product lines with higher nutritive

and qualitative value.
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iv.

¥.

Vi

Unlimited growth potential of the agro- processing scctor will create backward

linkage.
Overseas markets may also be explored if the quality can be ensured.

The main raw materials ol these products are locally availahle.

10.04 THREATS:

iii)

)

vi)

Brand image is very fmportant in this indusiry. Some renowned brand like Milk
Vita, Aarong, Allab, Savar Dairy, elc. have already got very strong footage and it

will not be easy lor (his projcet to compete with them.

In Bangladesh. any seclor that shows signs of good and quick retum attracts high

concentration of investors. Competition pushes down the marginal return.

Low gualily lake products may enler the market through unscrupulous traders and

may create some difficultics for the time being.

The quality of producis has to be strictly ensured beeause milk items are very
sensitive and any deviation Irom the required quality may be severely destructive

to the brand imape.

‘The markel is very compelitive and huge promotional efforts would be required to

penetrale the marker.

Entry of new entreprencurs is also apprchended since therc is a huge and [ast

mereasing demand lor these products in the country.
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CHAPTER - 10
CONCLUSION AND RECOMMENDATION

1001 CONCLUSION

{1) Project: The project is completely agro-based. T4 is a growing industry in the
country. New projects with innovative idea will come to ihis sub-sector and its
markel eventually will expand throughoul the country. Quality milk and milk
products will always be in demand as long as people keep on consuming the
products like those of the proposed project. 1t will also be a pood source of export

earmnings.

{b) Management Capability: Management may be considered the strongest
determimunt in efficient and cffective implementation of the project. With a
technically competent Managing Director on the fore the project bears a greater
chance of success. Olher Dircctors alse have a clear understanding of the market
and also have good academic background and knowledge in this sector. This will

give leverage to the project.

(¢} Marketing Prospect: A large demand -supply gap cxists in the market. With only
a few plavers on the supply side and a huge demand, the project can enter the
market with minimum effort. The growing population and changing (ond habit

will certainly push the expanding markel forward.

An cxpanding market is waiting io be profirably exploited by real cotrepreneurs.
Projections suggest that the proposed 6,205,000 liter (packed in 1 and 2 It
bottles) of Pasteurized White Milk, 1,095,000 liter Pasteurized Flavored Milk
fpacked in 1 and % lt. boltles) 15,184,000 liter (180 ml bottles) lassi ; 5,110.000
fiters of curd (120 mY, % W and 1 It. cups), 7,602,950 liter of youghurr, 17,520,000
liter of whey drinks (250 ml pack) and 62,050 kg ol ghee (different packet sizes)
annual capacity will be satisfying only a small portion of the total demand. With
low tnvolvement in promotion and personal selling expenditure. the profitability
curve will rise subslantially if distribution cost and raw material cosls can be

managed properly.
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{d) Technical Feasibility: The technology ol the project wall be fully automated.
There are quite a [ew big companies in the industry using the same technology

and there will be no dearth of expentise to operate the plant efficiently.

{e} Financizl Sustainahility: The Hrancial ratios obtained from calculations arc
within acceptable ranges. With a ready market, the cash flow seems to be on the
positive side. Breakeven analvaig is reasonable.  Satisfactory earnings forecast

reinforces the notion that the projeet will be viable.

(N Sucio Eeonomic Impact: 'Lhe project is expected to make guile a stgnificant
socio-economic impact in and around the project area. Though it will be located in
the industrial belt, the area concerned is siill to be exploited fully. 1t will have
other indircet socio-cconomic benefits due to lorward and backward linkages with

the related scetors.

However the project will face the following constraints:

{a) Lack of an appropriate dawry policy to address product standardization, taxation.
infrastructure development, stable price, import rationalisalion and product safety

MEASULES.

{b) Competition from imported milk powder and milk producis along with threats

Irom the local competitors.

{c) Absence of the Dairy Development Hoard in Bangladesh and lack of autonomy in

funciioning.
(d) Shortage of quality carlle feed at a reasonable price.

(¢} Lack of supporl from the poverment, national and international donor agencies

to underlake a massive dairy development.

(f) Absence of adequate training facilities and support to adopt new lechrologies.

ST

oy



10.02 RECOMMENDATION
Some suggestions may be considered lo ensure regular supply of milk:

(2) Some groups could be formed at the dairy Tarmers level, whe will be bound to
supply milk regularly to the propused chlling centers. They will be given
assurance ol purchasing mlk regularly with a desired price. The farmers can be

oiven some assistance i the form of interest free credit. veterinary treatment ete,

(b) Farmers can bc brinp into a contract by giving advance and veterinary treatment.

breeding facilitics, etc. can be given free of cost.

(¢} Some agenls may be cmployed on commission basis that will supply a definite
quantity of milk every day.

(d) To increase belongingness farmers can be invited at least once a year lo gather in

a feast and the Chairman of ihe project can roward large supplier epenly.

(¢} Tocal NGOs are very much interested to come into a contract lo supply milk
regularly. These NGOs have grass root level conncetien with local people and
local peoples are also somehow or other hencliciary of such NGOs. Advance or

¢redit can be given fruitfully by these NGOs.

(f) Further scope of study to calculate Economic Rate of Return (ERR), Bruno Ratio

as such more realistic information will be available towards social contnbution.
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ANNEXURES




List of Plant and machinery

Dictails of the Plant and Machinery are as follows:

(a) Imporied machinery

Annexure -1

Sl
No.

ltem

(uantity

Uit

1.

Hivh Temperature Short Time {HT5T) Pasteurization
plant {1000 liter/hour) consisting of

a) | Flual Hopper of 50 liler capacity

by | Milk Pump 2 HF

¢} | 5.5 Flow Controller

d} | 5.5 Plae Heat Exchanger ('HF.)

e} 1 =etITot water System 2 HT* pump

fi | 8.5, Confral Panel

w1 Milk Filter made of 5.5,

1

Set

Aunte Claves / Bterihzers

Plate Mulk Cluller {1000 1ph)

Hottle washing machines
(Fitked with 2 Heads with 2 Brushes in each 1lead)

bl fr— b2

Sets

Hwmmogenizer
2 stage 250 kefom® pressure

Steam Generator 400 kp/hr capacity consist of

a) 1 set Doiler with (.75 motorized feed water pump amd
moloriced pressure type oil burner.

b} 1 set 30 beight M5, chimnen.

¢) | feed water tank (300 lirer)

d} 1 scl [eed waler preheating tank

ey 1 [eed oil lank

11 1 hand gear pump

o) | set water soflcner plant {1 30 tn'/hr capacity)

hy | set ol storage tank (2000 liter capaciny}

Het

Refrigeration plant 41000 keal'hr capacity consist of

a) 1 ammonia compressor

by 125 I1P induction motor

c) | set atmosphen: condenser with 3 rows of 50 mm
dhameter mpoa

dy | condenser water recalculating puinp [4.000 hiter per hour
capacity with 2 HF molor.

e) | liquid receiver 6440 liter capacity

¥ | hguid scparator

2) | o1l separator wilh o] return arrangement

hy | M.S. chulled water tank 4500x2000x 15000 mm’

i) | ser ice accumulation coil with 32 mun bore 420 long pipe

jy 1 chilled water pump 20,000 literr with 3 HI' motor

ky Nefrigerahon conlrols

' Air coolmg unit

Set

Storage Tanks {2000 liter capacity, made of 8 8, insulated)

storage Tanks (1000 lier capacity, made of 5.5, insulared)

10.

Suchet Filling machine (2300 sachurs per hour)

11.

Flavured Milk Processing Tanks (500 liter capacity, made of
5.5, insulated and jacketed)

bk |t | a2 | 12




1 [tem Quantity Unit
Nuo,
12, | Lump lanks (1000 liter capacity, made of 5.5.} 1
13. | Cream Scparator (550 liter/hr) 1
14. | Bulter oil melting YAT (230 liter capacity, made af 5.5 1
insulaicd and jacketed)
15, | Recombination milk pump with 3.5 TIF motor 1
16, | Botle Nilling machine fined with 4heads 2
17. | Sugar Syrup Tank {250 liler capacity. made of 5.5, insulated 1
and jacketed)
182, | Bulter Churn (1040 liter of cream per churn} 1
19, | 5.5 Tank (5350 liter'hr) 1
20, | Butter Oil pump with | HPF motor 1
21, 1 Flavored milk pump with 1 Hp molor 1
22, | Power Hopper (70 kg capacity powder funnel made of 5.5.) 1
23, 1 In-line pipe filter (made of 8 8} 1
24. { Freon Condensed unit {4800 keallhr capacity) 1 Sat
25, 1 Freon Condensed unit {6000 keal’hr capacity with 3 HP motor) 1 Set
26, | Freon Condensed unit {9000 kealhr capacity with 5 HP motor) 1 Set
37. | Standby Oenerator 75 KV A 1
78, | Factory Cold Storape size (2071 '8} 1 Set
20, | Aluminium Milk Cans (20 liter capacity) 14%
30, | Aluminium Milk Cans (40 lter capacity) 25
31. | CIP Tank with pump 408 liter capacity with 3.5 HP 1 Set
32, | Tloat Ilopper / Balance Tank {50 liter , made of 5.5.) 1
33, | Air Compressor {43/44 m'/hr with 7.5 [IP motor) |
34, | lnsalated cold doors 2
35, | Alr Compressor (0.2/44 m'the with 7.5 TIP mator) 1
35, | Pedal operated crovwn corliing machine 2
37, | Hand operated butter moulds !
358, | Bumner moulds 5
3q, [ Wooden Butter Scolch Hands 7
a0, | Wouodcn Butter Scoops 1
41. | Centrilugal moto block pump 2
A2, | High pressure air vessel 1
43, | Pressure filter |
a4, Water pipes and [lngs 1 Sel
45, 1 Steam pipes and fillings 1 Let
4. | Chilled water pipes and fiktings 1 Set
47, | Ammonia pipes and fillings 1 Set
48, | 5.5 pipes and filtingx 1 Cat
49, | Laboratory equipment Assorted
a} Milk sampling
b1 Specific gravity test
e} Acidity and aleohol test
50, | Steam and water mixing (Fat test by Gerber meter) 5 Set
51. | Can Tipping bat l
52, | Weigh bowl (250 liter capacity made of 5.5.) |
53, | Can washing [rough H set
B4, | Can Steaming Block 1 Cet
£5. | No foam can filling valve 1




SL Ttem Cuantity Lrnit
No.
56, | Switch Board for the individual maching i Sel
57, | Swirch Board for the main Iime 1 Hel
558. | Manually operated butter workers 1
59, | Tools Assarted
60, | Spares Assarted
&1, | Sweet Yopurts making equipment Assorted
{b) Local machinery
Project will procure following local machinemes:
5l No. | ltems Oy Unit
1 Electrical substation (1000 K¥YAY including switch ; Sct
gears, fiting-fixing, cables, etc.
2 Deep Tube well |
1 Sel |

3 Waste water treatment plant




ANNEXLIRE -2

ECHO MILK PRODUCTS LIMITED
Keowa, Sreepur

Gazipur

COST OF THE PROJECT

{Amocunt in Taka)
PARTICULARS FORIEGN LOCAL TOTAL

CURRENCY CURRENCY

l.and & Land Developmeant 0 21,561,580 21,561,580
Building & Cwil Construction ¥ 22,000,000 22,000,000
Machinery & Equiprnent 0] 117,655,000 117 655,000
Furniture & Fixturas K 1,044,800 1,046,800
Yehicles o 13,450,000 13,450,000
Security Deposit o 380,000 350,000
Preliminary Expenses 0 2,882,000 2,852 000
Total Fixed Cost o 173,915,380 178,915,380
Working Capital 0 19,268,000 18,268,000
TOTAL COST OF THE PROJECT | 0 198,183,380 198,183,380|
INTEREST ACCRUED DURING o 887,500 657 500
IMPLEMENTATHIN PERIGD
FINANCING PLAN Percentage Amount
Bank Loan 51% 101,073,524
Sponsors” Equity 49% 97,104 356
Total 100% 198,183,340



2.

ECHO MILK PRODUCTS LIMITED
Keowa, Sreepur
Gazipur

FIXED COST OF THE PROJECT

FARTICULARS

Land
Land including Registratiaon

Land development
Sub-Teta!

Building & Cwvil Constructian

Factory Building

Boundary wall

Office Building

Other Crvl Canstruction
Sub-Total

Machinery & Enquitaiment
A, Imporied:
Machinery {C&F valus)

Exchange rate fluctuation 5 0% of C&F value)
Insurance rate 2 0% of C&F value)
Import Duly 00% of CIF value)
Pre Shipment Inspectian 0 5% of C&F value)
LT Com,Clr & Others 7.0% of CIF value)
Sub-Total
B. Local:
Machinery

Value Added Tax {VAT)
Freight & Other charges
Sub-Total

C. Erection & Inslallation:
Technical Know-how Sarvices
Civil
Mechanical
Electrical

Sub-Tetal

Taotal Cost of Machinery & Equipment

Furniture

Furniture and Fixtures

Office equipment computer and athers
Cffice Machine

Safely Equipment

Miscellangous

Sub-Total

ANNEXLIRE - 2

{Amount in Taka}

FOREIGN LOCAL TOTAL
CURRENCY CURRENCY COST
(Tk) (Tk.} (Tk.)
gl 19,000,000 19,000,000
0 2,581,580 2,581,580
0 21581380 21,564,580
0 6,040,125 6,040.125
o 1,000,400 1,000,000
o 12,770,030 12,770,030
0 2,189 845 2,188,845
0 22000000 22,000,000
gl 84,000,000 84,000,000
a 4 700,000 4,700,000
a 1,880,000 1,880,000
a 0 a
a 470,000 470,000
g 8,580,000 §.580,000
a 107,830,000 107,630,000
g 7,000,000 7,000,000
g 450,000 440,000
0 35,000 35,000
0 7,525,000 7,525,000
0 730,000 750,000
0 750,000 750,800
0 500,000 800,000
0 500,000 500,000
o 2 500,000 2,500,000
0 117655000 117,655,000
] 408,000 40a,000
o] 150,000 150,000
o 360,500 360,800
a 100,000 100,000
) 30,000 30,000
a 1,046,800 1,045,800




5 Vehicles

Truck 1] 6,000,000 8,000, 000
Micro bus 1] 7,450,000 7.450 000
Sub-Total 0 13,450,000 13,450,000
& Secunty Deposit.
Power connection 0 200,000 200,000
Gas connection 0 100,000 100,000
OthersiTalaphone, etc.) 0 50,000 50,000
Sub-Tetal 1] 350,000 350,000
7 Preleminery Expenses

Legal expanses 0 50,000 50,000
Consultancy Fee o 200,000 200,000
Trial Run & Commissioning 1] 1,200,000 1,200,000
Incidental Expenses for Utilities Cennection 1] 50,060 50,000
Initial Promotional Expenses 1] 1,000,000 1,000,000
Initial Training & Pre-gtartup Salary Expenses 0 302,000 302,000
Commission against Capital Issue & Intt. aganst Brseze Financing 0 4 O
Miscellanzous Expenses 1] 50,000 50,000
Sub-Total ¥ 2,852 000 2,852,000
TOTAL ESTIMATED FIXED COSY

OF THE PROJEGCT 0 178,915,280 178,915,380




ECHO MILK PRODUCTS LIMITED
Keowa, Sreepur

Gazlpur

ESTIMATES OF WORKING CAPITAL REQUIREMENT

ANMEXLIRE - 4

{Amount in Taka)

PARTICULARS TIED-UF YEAR:1 YEAR:2 YEAR:} YEAR:4 YEAR:5
Capacity Utilization PERICD 83% 0% 80% 85% 5%
1. INVENTCRIES
Impaorted Raw Matenals 0 day(s} L 0 0 1] ¥}
Impearted Packing Materials O day(s} d 0 0 0 o
Local Raw Matenals 5 day(s} 1,663,838 1,791,825 Z,047800| 2175.788| 2175788
local Pagking Maternals 15 dayis} 3.578,157| 38954487 4405128 4,830,449| 4580449
Stores & Spares 90 day(s) 114,714 247,078 423,558 60004 750,051
Work-in-Process 1 dayis) Ta7.922 ¥O2.989 895,745 940641 0532 763
Finished Goods 2 day{s) 1,470,925 1,500,497 1,796,131 1,904 925] 1,913 877
2 EXPENSES
Wages & Salanes 1 monthis) 324772 32782 362 226 380691 398,219
Olher Expenses i month{s)| 5.889220| 5413.108| 7375760 7810555 7.997.008
3 ACCOUNTS RECEIVAELE 7 day () 7TA17 122 B 061841 9209219 4791228 5797 020
Gross Working Capital 21177678 23,004,604 26515565 28,3583 323 28,666,179
LESS : ACCOUNTS PAYABLE ¥ dayis) 1670278 1,798 761 2055726 Z1B4204 2184 208
Amount Blocked in Working Capilal 18,507 401 21,295 844 24 450 829 26,209,114 26.481,970
Lesz Depreciation included n the Value
of W-1.P & FG 3 day {s) 219,336 23033 239338 239336 239,336
TOTAL WORKING CAPITAL REQUIRED 15,266,064 21,055 5308 24,220 493 250968 778 26242 634
Provision for Cash Credit Loan i) 0 o a 0
MET WORKING CAPITAL REQUIRE MENT 19,768,064 21,055 508 24,220,483 250968 778 26,242 G634
PROPOSED NET WORKING CAPITAL 19,268,000




ANHMEXURE -5
ECHG MILK PROCLUCTS LIMITED
Keowa, Sreepur
Gazipur
SALES ESTIMATE
Cuantity in ~ City BAmaunt In
THK.
PARTICULARS YEAR 1 YEAR : 2 YEAR: 3 YEAR . 4 YEAR -5
Capacty Milization 65% TO% B0% 85% B5%
Production at Rated Capacity
Pasteurized White Milk 1,095,000 1,085,000 1,085,000 1,095,000 1,095,000
Pasteurized White Wilk 5,110,000 5,110,000 5,110,000 5 110,000 5110,000
FPasteurized Flavorsd hWilk 365, 0010 385 000 365,000 365,000 365,000
Fasteurized Flavored Milk 730,000 730,000 730,000 730,000 730,000
Lass 15184 000 15184000 15184000 15,184,000 15,184,000
Curd-l 4 562,500 4,582 500 4 552 500 4 582 500 4 562 500
Curd-ii 365,000 365,000 255,000 365,000 365,000
Curd-m 182 500 132 500 162,500 182,500 182,500
Yophurt 7.602 350 78602 850 T 602.950 7602550 7602 850
Whey Drink {Mango) 17,520,000 17,520,000 17,520,000 17,520,000 17,520,000
Ghee £2,052 G2 052 62,052 82,052 62,052
Produclion at Utilized Capagity:
Fasteurized White Milk 711,750 TEE,500 876,000 830,750 430,750
FPasteurized White Milk 3,321,500 3,577,000 4 088,000 4 343 500 4 M3 500
Fasteurized Flavored Milk 237,250 2585 500 292 000 310,250 410,250
Fasteurized Flavorsd Milk 474 5010 511,000 SE4 000 520,500 520 500
Lassi bERYE00 10628800 12147200 12806400 12906 400
Curd-l 2,085 625 3,193,750 32,650,000 3878125 3878125
Curg-u 237,250 255,500 282 000 310,250 310,250
Curd-i 118,625 127 750 146,000 155,125 158125
Yoghurt 4941918 5,322 085 5,082 360 6 462 508 5,452 508
Whey Brink {Mango) 11388000 12264,000 14015000 14 882000 14,892 000
Ghes 403 43,436 44 642 52,744 52,744
Add: Opening Stock of W-Ii-P
Pasteurized YWWhite Milk 0 2373 2,553 29249 3,112
Pasteurized White Milk 0 11,072 11,960 13 667 14,524
Pasteurzed Flavored Milk 0 791 854 o7s 1,057
Fasteurized Flavored Milk 0 1582 1,709 1,852 2075
Lassi 0 32,858 35,538 40,609 43,157
Curd-| 0 9,885 10,679 12,202 12,968
Curd-ii 0 o1 854 o706 1,037
Curd-il a 385 427 488 h18
Yoohurt 0 16,473 17,795 20,334 21,608
Whey Drink (Mango) a 37,560 41,007 46 557 40 796
Ghes 0 134 145 166 176
Tatal Work-in-Frocess
Pasteurized White Milk 711,760 768,873 878,563 833679 033,882
Pasteurized White Milk 3,321,500 3,088,072 4 099 560 4 3571687 4,358,024
Pasteurized Flavared Milk 237,250 256,291 2oz 854 31226 311,287
Pasteurized Flavared Milk 474,500 512582 585,704 622 452 22,575
Lass 5,889,500 106561699 12182739 12947009 12045557
Curd-l 2,065 625 3,203 635 3,660,679 3,890 327 3 891,093
Curd-ii 237,250 256,291 292 854 311,226 311,287

Curd-l 118,625 128,145 146,427 155,613 155,644



Yoghurt 4,941,918 5,338,538 5,100,145 &,482 841 6,484 117
Whey Drink (Mango) 11,288,000 12,301,960 14 057 007 14 238857 14,841,795
Ghee 40,334 43 571 45 787 52,910 52,921

Less: Closing Stock of W-i-P

Pasteurzed White Milk 2373 2,563 2,828 3112 3113
Pasteurzed White Milk 11,072 11,880 13,667 14,524 14,527
Pasteurized Flavored Milk 7 854 a7eé 1,057 1,038
Pasteurized Flavored Milk 1,582 1,704 1,852 2075 2,075
Lass 32,898 35,538 40 605 43 157 43 165
Curd-| 9 BAS 10 678 12,202 12,968 12,970
Curd-ii 791 854 g7é 1,037 1,038
Curg-iil 305 427 438 5149 519
Yoghurt 16,473 17,795 20,33 21,609 2 614
Whey Drink (Mango) 37,980 41,007 45 857 43 796 48 808
Ghes 134 145 168 176 176

Qurantity Produced for Sale

Pasteurized White Milk 708,378 785,310 875,634 930,666 930,745
Pasteurized White Milk 3,310,428 3,576,111 4 086 294 4,542 643 4,343,497
Pasteunzed Flavored Milk 235,459 255 437 201 878 310,185 310,250
Fasteurzed Flavored Milk 472,418 810,873 283,756 820,373 620,500
Lasst 9836701 10826160 12142130 12,903 852 12,808 392
Curd-| 2,935,740 3192957 3,648,477 3,877 360 3878122
Curd-if 236,458 255,437 281,678 310,188 310,250
Curd-1i 118,230 127,718 145,938 155,05 185,125
Yoghurt 4 925 444 5,320,742 8,079 821 6,461,232 6462 503
Whey Drink (Mango; 11,350,040 12,280,952 14,010,150 14889060 14,891,850
Ghee 40,159 43,428 44 621 62,734 52,744

Add: Opening Stock of FG

Pasteurzed White Milk 4] 4729 5,140 5872 5,243
Pastaunzed White Milk ] 22,070 235988 27 402 29,134
Pasteurzed Flavored Milk 4 1,576 1,713 1,957 2,081
Pastevrized Flavored Milk Q 3,153 3,427 3.915 4,162
Lassi g 65,578 71,278 81,423 86,569
Curd-l ] 19,705 21,418 24,465 26,012
Curd-ii 0 1,575 1,713 1,957 2,081
Curd-nl ( 724 857 o7g 1,040
Yoghurt L 32,836 35591 403,770 43,347
Whey Drink (Mangeo; 0 75667 82244 93,549 09,387
Ghee 0 izt 29 333 354
Cuantity Avallable for Sale
Pasteurized White Milk 708,378 771,039 880,775 936,438 936,892
Pasteunzed White Milk 3,310,428 3,588,181 4 110,282 4 370,045 4 372 531
Pasteunzed Flavored Milk 235,459 257 013 293,502 312,146 312,331
Pasteurized Flavored Milk 472 918 514,026 587,183 624,292 624 662
Lassi 8836701 10,681,738 12213408 12985275 12,992,960
Curd-l 2,555 740 3,212 BR2 3,669, 804 3,801,825 3,904,135
Curd-ii 235,458 257,013 203 h02 312,146 3233
Curd-iii 118230 128 506 146 786 156,073 156,165
Yoghurt 4 925 444 5353579 £115512 8,502, 002 6,505,850
Whey Crink (Manga) 11,350,040 12336620 140523904 14,983,010 14,981,877
Gheg 40,159 43 604 49912 53,087 53,008

Less: Closing Stock of FG
Pasteurzed White Milk 4,729 5,140 5872 B 243 6,247
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PARTICULARS
Capacity LHilization

Raw & Packing Materfals
Wages & Salaries
Factery Rent (if any)
Siores & Spares
Repar & Mantenance
Carnage Inwards
Insurance
Water, Power, Fuel & Lubricants
Depreciation
Other Service Overhead
Total Processing Cost
Add: Opening Stock of W--P
{ 1 days)
Total Work in Process
Less: Closing Stock of W-i-P
{ 1 days)
Total Cost of Goods Processed

Add: Opening Stock of FG
{ 2 days)

ECHG MILK PRGDUCTS LIMITED
Keowa, Sreepur

ANNEXURE - 6

Gazipur
COST OF GOODS SOLD
{Amountin Taka)
YEAR 1 YEAR 2 YEAR 3 YEAR - 4 YEAR - 5
65 0% 70.0% 80.0% 85.0% 85.0%
171,412 530154 599,240(210,970,560( 224 168,220(224 126 220
3,700 125| 3837108| 4,189244| 4407211 4,501 426
0 0 o 0 0
382 378 B23.585] 1.411,860| 2000135 2,500169
453 879 a00.585] 1,499,860 2,083,635 2,593,669
BETORTO| ©220862| 10548 528| 11,207,811 11,207 811
1,789,154 1789154 1,789,154 1,789,154 1,788,154
0,824 300| 10,545,400 11,887,600| 12,708,700 12,708,700
23,933 606| 23,933 ,606] 23,533606) 23 933,600 23.933.608
1,200,000] 1,400,000 1.600,000f 1,700,000 1,700,000

221,376,702 237,158,638 267,920,412 283,206,472 285,180,754

D

TaT 822

792 838

895,745

§49.641

221,376,702 237 BOE 561 288,723,401 284 8E2 217 288 130,355

T37.822

792 883

885, 745

245 541

853,768

220,638,770 237,103,572 267,827,656 283,942 576 285,176,627

0

1,470,925

1,580487

1,796,121

1,804 825

Talal Cost of Goods Available for Process 220,838 779 238,574 497 260 418 153 285,738 697 287 081 552

Less, Closing Stock of Fi
{ 2 days)

TOTAL COST OF GOODS 50LD

1,470,025

1,500,497

1,786,121

1,804 925

1,913,877

219,167,854 236,984,001 267,622,032 283,833,773 285,167,675




ECHO MILK PRODUCTS LIMITED
Keowa, Sreepur

Gazipur

ESTIMATE OF GENERAL, ADMINISTRATIVE AND SELLING EXPENSES

PARTICULARS
Capacity Liilization
Administrative Salaries
CHice Rent
Transportation

Office Supplies

Postage, Telephona, Telegram
& Telex

Travelling

Auditor's Fees

Selling & Sales Promotian
Depreciation & Write-off
Miscellaneous Administrative

Expenses

TOTAL GENERAL, ADMIN.
& BELLING EXPENSES

ANNEXURE -7

{Amount in Taka)

YEAR:1 YEAR:2 YEAR:3 YEAR 4 YEAR &
85 0% 70.0% BO 0% 85.0% 85.0%
4086400 4289670 4504154 4729 367 4 865 829
a g a 0 &
15,883,832|17,275,373| 19.734,040| 20,981,198| 20993615
32,500 35,000 40,000 42,500 42 500
165,000, 170,000 180,000 185,000 185,000
82 500 85,000 80,000 82,500 ¥2,500
25,000 25,000 25,000 25,000 25,000
31,787 664|534, 550,745| 39,468 073| 41962385 41,987 230
4,035434| 4,035434| 4.035434| 4035434 4035434
123750 127,500 135,000 138,750 138,750
56,231,079 60,583,722 66211,708 721821358 72,465 858




ECHO MILK PRODUCTS LIMITED
Kaowa, Sreepur

ANMNEXLIRE - B

Gazipur
EARNING FORECAST
{Amaunt in Takay)

FARTICULARS YEAR 1 YEAR . 2 YEAR ;3 YEAR ; 4 YEAR : 5
Capacity Utilzation B5% 70% B0% B5% 85%
Sales Revenue 37,876,637 345507 452 304,680,795 419,623 963| 419,872 202
Adjustment on WAT Payables d 0 0 o 0
MHat Revanue 317,876 637 345507 452 394 680,705 419,623,963 419872302
Cost of goods sold 219157 854 236,934,001 287 622,032 283,833,773 285167 675
Gross Profit 92,708,783 108,523,452 127,058,763 135790,190 134,704,628
General, Admin & Selling Exp. 66,231,079 60593722 68211706 72,102,139 72455858
Jperating Profit 42 477,704 47 920,730 58,847,057 63,558,081 62,238,762
Finzncial Expenses 15,161,029 14 447 045 12281184 10,115,322 7,540 461
MNet Profit hefore Taxes 2T VB 675 33432635 46565873 h3482729 54,280.308
Income Tax 0 U 0 0 o

eLFromnt a
Appropriation of Profit @ 1Wol% 2,731,668 3,348,260 4 656,587 5,348,273 5428 931
far Purchase of Gowt, Band
Met Frofit afler Purchasae of Govt, Bond 24,585,008 30,134,417  41,90%,286 43,124,456 48,360,377
Hetum on Sovl Bond rai| 10.00% 4] 273 167 607,964 1.073.652 1,608 480
Met Profit after Return on Govl. Bond 24 585,008 30,407,584 42517279 45,208,108 50468857
Appropriation of Profit & 0.00% 0 0 0 o i
far Dividend
Reiained Earnings 24,585,008 30,407 584 42,517,279 49,208,108 50,468 857
Cumiilatve Retained Eamings 24,585,008 54,8492 591 o7, 509,870 148717979 197,186 815
Earning Per Share (Tk 100 Each) BDT 24.32 BDT 5.4 BDY 86.47 BDT 14516 BDT 195.0%

peraling Rafio 26 Gl Ba. 13% BH.05% o454 % Go. 157
I’GFﬁss Profit Ratio 31.05% 31 41% 32.15% JZ.IE% 32.D8%]
Operating Profit to Sales 13.36% 13.87% 14.91% 15.16% 14.82%
Pra-lax Mat Profit to Sales B.59% 9.69% 11.80% 12.75% 12.93%
Pre-lax Nat Profit to Equity{ROE} 28.13% 34.48% 47.95% 55.07T% 55.91%

aw Malerial Cosllo Sales £3.92% EREED 53 45% 53.42% 5335%])
Raw Material Cost to Tolal Cost 58 H5% B0,13% B50_55% 61.19% BT.31%
Faclory Wage & Salary to Total Cost 1.27% 126% 1.20% 1.20% 1 26%
Faclory OH to Total Cost 15.80% 15 57% 15.15% 15.13% 15 44%
Gen Adm Cosl to Total Cost 18 21% 19.41% 18.558% 19.71% 19 82%
Finangial Cost {o Tolal Cost 5 18% 4.62% 3.52% 2.75% 217%

100.00% 100 00% 100.00% 100, 00% 100 00%



ECHO MILK PRODUCTS LIMITED
Keowa, Sreepur

Gazipur

BREAK-EVEN AMNALYSIS

. Revenue (Based on 5th year Production and net of VAT)

. Total Production, Administrative, Selling
and Financial Expenses (&th Year)

ITEMS “IXED COST
Raw & Packing Materials 0
Wages & Salanes 53,8902 826
Factary Rent {if amy) 0
Stores & Spares 0
Repair & Maintenance o
Camage Inwards o
Insurances 1,788,154
Water, Powsr, Fusl & Lubr 450,000
Depreciation & Write-off 27,068 040
Other Manufacturning Overh G
Administrative Salary 4 065 B2G
ORice Rent ¥
Trangportation 0
OHfice Supplies o
Postage, Telephone, Telex 100,000
Travelling 50,000
Audit Fess 25,000
Selling & Sales Promotion 0
Miscellanenus Administratn 75,000
interest Expenses 11,990 808
income Tax n
TOTAL 81,317,757
a Proft Volume (PAV) Ratio = S '5 v
= 024
b Break-even Sales n Taka  =— LoeCoSt.
P Ratio
= 212,174,741
= 50.53%
= 42.95%

ANMEXURE -3

{Amount in Taka)

of Utilised Capacity
of Rated Capacity

419,872 302

359 637 421

VARIABLE CO3T TOTAL CO3T

224 156,220 224 156220

gas a00 4,591,426

K o

2,500,169 2,500,169

2 593669 2,593,669

11,207 811 11,207,811

0 1,788,154

12,258,700 12,708,700

1 27 BE60,040

1,700,000 1,700,000

0 4 865 829

0 o

20,883,615 20,993 515

42,500 42,500

85,000 185,000

425300 92,500

0 25,000

41,987 230 41,987,230

53,750 138,750

o 11,990,808

Y 0

318,319 664 369 637 421

415,872 302 318,319,664
418 872 302



ANNEXURE - 10
ECHO MILK FRODUCTS LIMITED
Keowa, Sreepur
Gazipur
DISCOUNTED CASH FLOW STATEMENT

{Amount in Taka)

Year Capital  Profit before Moncash  Financial Income Tax  Net Operating
Outlay Intt & Tax Expenses  Expenses 40 00% Inflow
4] 178,915,380 0 [H] 0 V] -178,815,380
1 19,268,000 42 47T 70 27,543 740 15,161,028 0 51,153,444
2 ¥ 47,929,730 27,843 740 14,447 (45 A 75873470
3 0 55,847 057 27,843 740 12,281 184 1 BE, 790,757
4 0 63,508 051 27,543 740 10,115,322 4] 91,541,781
5 0 82,238 768 27 5643 740 7,948 461 4] 90,182 509
& 0 89030169 1,152,340 5820752 35612,058 54 570,442
7 ] 89,030,169 1,152,340 5279287 35612068 B4 570 442
B 0 89,030,169 1,152,340 4737821 35612,068 54,570,442
g i 89 030,169 1,132,340 4467 0809 35812,088 34 570 442
10 ¢ 89 030,169 1,152,240 3,654,891 35612068 54 570,442
™" 0 89,030,169 1,152,340 0 35612068 54 570 442
12 0 89,020 169 1,152,340 0 35612068 54,570.442
13 0 89 030,165 1,152,340 0 35612068 o4 270 442
14 0 89,030,169 1,182,340 0 35612068 54 570 442
15 0 88020169 1,152,340 0 35612068 54,570,442
16 0 89 030 169 1,152,340 0 35612068 54 570 442
17 0 85020169 1,162,340 0 35612068 §4,570,442
18 0 88,030,169 1,152,340 0 35,612,058 04 570 442
19 0 85030169 1,152,240 0 35612068 54,570,442
20 0 88,030,169 1,152,340 0 35612068 54 270 442
Salvage Value of Froject Assets 21,911 580
IRR {Initial guess) 22.00%,

= 38.60%]

[Met Present Value @ 15 Q0% = 206,077,838|




Farticulars

Net Revenug

Inler-firm Transactions :

Raw and Packing Materials
Slores & Spares

Repar & Maintenance
Carrage Inward

Insurarnce

Waler, Power Fuel & Lubncant
Other Manufactuning Cverhead
Oifice Supplies

Postage, Telephone, Tefex, Fax, etc
Travelling

Auditor's Fee

Selling & Sales Promotion Exp.

Miscellansous Exp

. TotalofB:

. Contribution to GDP :

ECHO MILK FRODUCTS LIMITED
Kzowa, Sreepur
COMPUTATION OF CONTRIBUTION TD GDP

ANNEXURE - 11

{Amount ire Taka)

Year: 1 Year ' 2 Year: 3 Year: 4 Year.5
317,876,637 345507452 3945680795 419623963 418.572.302
171,413 580 184,682,240 210,970 560| 224 156 220 224 156,220

382 379 g23.565 1.411,860 2,000,135 2.500,169
453 879 800,585 1,499 880 2,083,835 2,593,669

BSTOGFO| 0,220,962 10,548,528 11,207,811 11,207,811

1,788,154  1.738154| 1,789,154 1,789,154 1,789,154

9,824 300p 10545400 11,887.600] 12708 700 12,708 700

1,300,000 1,400,000 1,600,000 1,700,000 1,700,000

32,500 35,000 40,000 42,500 42,500
165,000 170,000 180,000 185,000 185,000
82,500 85,000 90,040 92.500 92 500
25,000 23,000 25,000 25000 25,000
31787684 34550745 304630703 41082306 41887230
123,750 127,500 135,000 138,750 138,750
225,050 384 244 281171 2787456841 288101801 289126703
81,926,253 101,226,281 114,935153 121,522,162 120,745,600




ANNEXURE - 12

ECHC MILK. FRODUCTS LIMITELD

Keowa, Sreepur

Gazipur

REPAYMENT OF EQUITY of BANGLADESH BANK
{Armaunt in Taka}

instal. Principaf due Repaymenl of  interest Deffered Repayment Interest on Total
Mo.  after Repayment Principal Charge Intt Dee of Def Intt.  Deferred Intt Payment

0 101,073,324 0 0 E87.500 0 o

1 101,073,524 o] 3780257 587,500 o 0 3,790,257
2 101,073,524 0] 3,790,257 E47,500 0 0 3,790,257
3 101,073,524 o] 3790257 687,500 0 O 3,790,257
4 104,073 524 0] 3,790,257 687,500 0 0 3,790,257
5 101,073,524 3600708 3,700,257 BAT.500 24 554 o 7,424 579
B 07 483 7HE 3609 789| 3,654,891 BEZ. 948 24,554 0 7,289,213
¥ 03,853,088 3.6808,760] 3,519,524 633,383 24 554 0 7,153,847
a 90,244 218 3,608,768 3,384,158 513,839 24 554 0 7,018 480
5 86,534 445 3809782 3248702 585 258 24,554 0 6,883,114
10 83,024 680 3,600,768 3113428 584,732 24 554 0 6,747 748
11 70414 512 3809789 2878058 540,174 24,554 0 6612381
12 75,805,143 3,608,769 2,842,603 515,825 24 554 0 6,477,015
13 72,195,374 JB09 789 2707327 491 071 24,554 0 8,241,845
14 f3.58E B06 36087869 2,571,960 466,518 24 554 o 6,208,282
15 54975837 3809789 2435594 441 864 24 554 ] 8,070,916
16 61,386, 068 3,608 769 2,301,238 417411 24 554 0 5,935,550
17 57,706,289 3800789 2165851 392,857 24,554 0 5,800,154
18 4,145 531 3.608.769] 2,03049% 388,304 24 554 0 5,564,817
18 50,536,782 2 B09,789] 1,B95129 343,750 24,554 0 5.520 451
20 46 926 591 3600769 1,758,782 315,196 24 554 0 5,304,085
21 43 317 224 2600768 1,824,390 204,643 24 554 g 5,258,718
22 39,707 456 3.600,789] 1,485,030 270,088 24 554 0 8,123,352
23 36,087 88T 3,600,768 1,353.663 245,536 24 554 0 4987 DEG
24 32,487,518 3800789 1,218.297 220,982 24 554 4] 4 B52 619
25 28,878 150 360,769 1082931 196,425 24,554 0 4,717 253
26 25,268,381 3 809,769 947 564 171,875 24 554 0 4 LB1.887
27 21,658,812 3609789 812,148 147,321 24,554 0 4,446 520
28 18,0458 G44 3,608,769 676,832 122 768 24,554 4] 4,311,154
28 14,430,075 3,609,769 541,485 88,214 24 554 il 4,175,788
30 10,829,306 3800789 406,084 73,661 24,554 0 4,040,421
H 7219 637 3,609,769 270,733 49 107 24,554 0 39058 085
32 3609, 78D 3 608,759 135,368 24 554 24,554 ] 3,769 589
33 4] 0 {J 0 0 J U
34 0 a 4 o ] 0 Q
33 0 d ] 0 Q a 0
36 0 0 { 0 Y ] 0
a7 0 a 0 H 0 { o
TOTAL 101,073,524 ¥O 119,757 13,408 250 687,500 4 171,880,781




ECHO MILK PRCOUCTS LIMITED
Kaowa, Sreepur

Gazipur

FAYBACK PERICD

ANNEXURE - 13

Year | Investment Met Mon Cash Total Tatal Cash Flow Balance
Revenue Expenses Cash Inflows till the Year
O 183,183,380 a a a 3| 198,183,380
1 0| 27316675 27,943,740 55,260,415 55,260,415 142922 935
2 0 33482685 27.543,740| 6561426425 116,686,840 B1,496 540
3 O 48,565873] 27943,740| 74,509,813 181,196,453 6,986,927
4 0] 53482720 27,943 740 81,428,469 272822923 74435542
L] 0] 54,289 308 27,943 740  B2,233,048 354 8559701 -156 672,500
4] 0] 54,289 304 1,182,340 5b 441,648 410,297 618] -212 114,238
¥ G| 54,289 308 1,162,340 55441 648 465,730 266] -267 555,886
g Gl 54,289 308 1,152,340 55441 B48 521,180 914 -322 997 534
a 0| 54289308 1,152 340 55441 6438 67Y6 622 562| -378 439,182
10 0| &4.289 308 1,152, 54{) 55,441 648 632 064 210} 433,680 830

Fayback
Pericd

3.09

Years




ECHQ MILK PRODUGCTS LIMITED

Keowa, Sreepur

Gazipur

PECJECTED BALAMCE SHEE

ANNEXURE - 14

[Amaount in Taka)

COMNSTH
PARTICULARS FERIOD YEAR : 1 YEAR 2 YEAR: 3 YEAR : 4 YEAR : &
ASSETS o ——— . i
ki e ——— ¢ i - eoies
Current Asgelts
Cash and Bank Balance 19,263.000 52,314,647 34 A3 TR3| 147 34712 208,335.800) 272061, 766
OMher Current Assels & 21,177 678 23,004 504 25,615 b5 28,392 323 23,666,173
Total Current Assats 19,262,000 73482525 117 658 367 173,862 567 236, F2Y123 300727 B45
Dihgr Aggens
Defiered Intereat Due (Met) G687, 500 837 300 BEY, 286 481,071 392 857 294,643
Prallminary Expanzes (Net} 2,852 000 2,281 800 1,711,200 1,140,800 570,400 a
Investment in Govt, Bonds LH 2,731 558 &, 079 936 10,736,523 16,054, 796 21 513,727
Fixed Agzats (Neal) 175,083 380 148664743 121,265,100 93,867 480 56 4588 820 38 070180
Tolal Chher Assats 179,602,880 1543654608 120646622 108,233 853 83,516,873 BO B7& 530
TOTAL ASSETS 198,870,880 227,857,833 247204879 280058422 20245997 361,606,405
= - : e e e ——————— W ="

Liahiljjjes
Arccounts Payable n 1.670.278 1,798, 761 2055728 2,184,209 2124 205
Short Tertr Liabilties 0 0 ) o 1y [
Tatal Liabilities 0 1,670,278 1,798 761 2,055 726 2184200 2,184 208
Cwners' Egylfy
Paid-up Capital

Sponsor’ eguity o7 105,556 a7, 108 856 97,102 558 97 109,856 97,102,858 97, 109,856

Bangladesh Bank Equity| 101,761 024] 101,761,024 87 223736 72536 446 58,149 1565 43 511,867
fnvastment n Gowl. Bonds iy 2,731,664 §,079.936 10,738 523 16,084 756 21,513,727
Felained Earmngs 3 24 585 008 5,992,581 87,609 870 148, 717,978] 187,188,835
Tolal Equities 198 870,880 225187866 245406118 278,042 650 318,051, 7R7 368423 266
TGTAL LIABILITIES & 148 B70. 8RB0 227,857,823 247,204,879 280,058,422 320,245 997  361,606495

OWHKERS' EQUITY




AMMEXURE - 15

ECHO MILK PRODUCTS LIMITED
Keowa, Sreepur

Gazipur
FINAMCIAL RATIOS
PARTICULARS YEAR .1 | YEAR 2 | YEAR .3 | YEAR:4 | YEAR 5
Capacity Utilization 65 0% 70 0% 80.0% B5.0% 85.0%
1 Gross Profit io Sales 31 058% 31.41% 32.19% 32.36% 32.08%
2. Net Profit After Taxes to Sales 7 73% 8.80% 10 77% 11 73% 12 02%
3. Return(EARCE} on Inibal Equity 28.13% 34.76% 48 58% 56 18% 57.56%
4, Return(EBLT) on Imtial Investment 12.41% 24 18% 29 B9% 32.09% 31.40%
5§ Profitto Total Assels 10 78% 12 30% 15.18% 15.37% 13.96%
8  DebtEquity Ratic (% of Debt) 0 73% 0.73% 0.73% 0 68% 0.60%
7. Current Ratic (Times) 44.00 £5.36 g4 &7 108.38 137.68
8. Fixed Assels Coverage (Times}) 1.44 1.36 126 110 0.85
{Met fixed assats : Total debt)
8. Salgs Turn Over (Times) 1 60 1.74 1.99 212 212
{to Initial Investment)
* Calculation of Debt-Service Coverage Ratio
{Amount in Taka)
Income
Pretax Profit 27,316 875 33 482,685 46,565,873 53 482 720 54,289 308
Add . Depreciation & Write-off 27,0659 040 27060 040 27 965,040 27 965,040 27 588 040
Interest expense 15,161,028 14,447 045 12,281,184 10115322 7,248 461
Tolal Cash Surplus 70,446,744 75,898,770 86,816,097 91,567,091 90,207,809
Debt Obligations
Repayment of Principal 0 14,439 075 14,439,075 14438075 14,439,073
Repayment of Deferred [nterest D o 43,107 49,107 49 107
Interest expense 15,161,029 14 447,045 12,281,184 10115322 7949 481
Total Repayable Debts 15,161,029 28,886,120 26,720,259 24,554,397 22,388,536
Debt Service Coverage Ratio 465 2.53 3.25 3.73 4.03
DSCR {Average) 3.66




FARTICULARS

Sources of Fund
Faid-up Capital

Bangladesh Bank Equity
Ingreaza in Cash Credit Loan
Hat Profit before Tax & Intt
Deprecigtion & Wite-off
Retum on Goyl Baond
Interaat Accrued during
Irmplemeantation Penod

TOTAL SOURCES QOF FUND

Utilization of Fund
Capital Expenditure(Fixed Assels)

Praliminary Expenses

Increases in Warking Capital
DetMerad Interest Prowision
Fepaymant of Loan

Financial Expenses

increase of Inv. in Gowl. Bond
Owvidend Pald

TOTAL UTILISATION GF FUNDS
CAZH BEURFLUS (DEFICIT)

QPENING CASH BALANCE
CLOSING CASH BALANCE

ECHO MILK FROOUCTS LIMITED
Keowa, Sreepur

Gazipur

PROJECTED CASHFLOW STATEMENT

ANNEXTRE -16

tAmount in Taka}

CONSTN  YEAR.1  YEAR:2 YEAR:3 YEAR:4  YEAR:S
PERIOD

47,109,856 o 0 0 ] 0
101,073,524 o 0 0 b !
o D q 4 o a
0| 42,477.704| 47.929,730] 58,847.057| 63,595051| 62,238,780
o| 27.969.040| 27.966.040| 27960040 27.069.040 27.969.040
o o 273167 607.894]  1.073552| 1,508,480
R47 5600 o 0 0 b b
108 STO.BED  TD446744 75171937 87424080 92,640,743 91,516,280
176 063,380 o 0 o ] 0
2 852,000 o 0 a M Q
ol 18 507 401 1788,443)  3183885] 1,748285 272,858
fET,500 D 4] a 0 ]
0 0| 14,435,075 14 439.075] 14.439.075| 14,435,075
ol 15,461,028 14,447,045 12281484 10.115322] 7.940.481
o] 2731688 3348066 4656687  5.248273] 5428931
o n o 0 0 ]
179,602 880 37400007  34,022.831 M 540831 31E51.0955 28000323
19,268,000 33046647 42,140,106 52,883,259 &0,988,788  B3,725 066
0 10263,000 52314847 G AG1FAEI 147 347,012 208,335 800
19,268,000 52,314,647 94,453,753 147,347,012 208,335B00 272,061,766




ECHO MILK PRODUCTS LIMITED

Keowa, Sreepur

ANNEXURE - 17

Gazipur
SEMNSITIVITY ANALYSIS
PARTICULARS IRR NPYT15%) BEP ROE GPTS KWPTS PTTA DSCR Sales CR
Times Turmover Times

ORIGINAL SITUATIOM 38.60% Tk 208,077 83848 42095% 450% 31 82% 1021% 13 52% 3.65 1.81 858 O
a. 5 (0% increase in EM & PM price 33.14% Tk 157,63 23216 4260% 338% 2902% 7.64% 11.29% 3.18 1.91 120
b, 5 0% decrease in Selling price 30 45% Tk 13340017134 S207% 282% 2823% 665% 1003% 2.95 1.82 5749
c. 5.0% decrease in Capacily Utilization 38 56554 Tk 180,364,080.25 42.88% 39.0% 31.26% 0.34% 12.40% 341 1.80 84 65

ACRONYMS & ASSUMPTIONS

IRR INTERNAL RATE OF RETURN

BEP BREAK-EVEMN POINT (AT RATED CAPACITY)

ROE RETURN ON EQUITY

GPTS GROSS PROFIT TO 3ALES

NFTS MET PROFIT TO SALES

FTTA PROFIT TO TOTAL ASSETS

DSCR DEBT SERVICE COVERAGE RATIO
CR CURRENT RATIO

EAROB EARHNING AFTER RETURN ON BOND
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