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SECTION 1.0 EXECUTIVE SUMMARY

1. GENERAL

This project document gives details on an investment proposal by Yuntao
International Company Limited for establishment of an auto spare parts
production factory at Madafu, Visiga ward on a land of 2 acres that the
company has purchased, in Kibaha District, Pwani Region. The company
intends to bring into the country from China the machinery and equipment
to produce auto spare parts which most of the production is expected to be
sold locally in Tanzania to serve the existing demand for the auto spare
parts in the transportation industry and the remaining to be sold to needy
neighboring countries like, South Sudan and D.R. Congo.
Yuntao International Company limited is therefore applying for a
Certificate of Incentives from the Tanzania Investment Centre (TIC) under
Section 17 of the Tanzania Investment Act and Part IV of the Investment
Regulations 2002 to fulfill its ambition.
Yuntao International Company Limited is particularly applying for a
certificate of incentive which is to be used to finance the purchase of the
following machinery and equipment from China:
New Equipment

1) Complete range of auto spare parts Making Machine and equipment

2) Required Raw materials

3) Furniture & Fittings

4) Office Equipment and

5) Some building materials that will be used for the construction of the

workshop and offices

The above is to be financed through equity and a foreign term loan facility

all together amounting to USD 615,681 or Tshs 1,446,850,000 out of which



USD 144681 or Tshs 1,106,850,000 is a term loan which is to be repaid
over a period of 6 years inclusive of a grace period of one (1) year for
construction; installation and commissioning of the auto spare parts
production plant. It is proposed that the term loan will attract an interest
rate not exceeding 7% in USD terms per annum.

1.1 MISSION AND VISION STATEMENT

Yuntao International Company Limited will strive to use advanced
technology on an ongoing basis and provide consumers with the required
auto spare parts made with the highest level of quality and customer
satisfaction in Tanzania.

As a manufacturing company we will aim at continuously promoting
harmony between the environment and our people for their prosperity.

We will look to the future of auto spare parts manufacturing in Tanzania
by thinking globally while acting locally and aim to foster a vibrant,

progressive company."

Our values consider customer satisfaction as the first priority, and will
work constantly to produce first-class quality products and services.

We shall emphasize our commitment to being environmentally
responsible, and also established an environmental policy that will make
our business activities, and services to be environmentally friendly to the
society by protecting the environment for the future.

2 PRODUCT DESCRIPTIONS

The company products will be automobile spare parts. It is said that a single
car or motor cycle has about several parts, counting every part down to the
smallest screws."

Of late an estimated total of over 500 million vehicles are registered per
day in Tanzania and each of these vehicles requires a vast number of parts

to function and operate. With over 30,000 parts found in a single car, motor



vehicle manufacturers rely on key suppliers to assist in bringing these parts
to the market and to manufacturing assembly lines. Yuntao International
Company Limited has been supplying spare parts to Tanzania for some
years now and now the company has decided to establish an auto spare
parts factory in Madafu, Visiga ward in Kibaha District where motorcycle
and vehicle components will be engineered, manufactured, and assembled
and therefore bring the parts to manufacturing assembly lines with the

desired performance, aesthetics, and cost.

The key components that the company will deal with will include the
following:

Chassis, chain, sprockets, cables etc, where else motor vehicle spares
include, airfilter, diesel and petrol filters, engine/ gear box mounting,
suspension, tire rod ends, brake pads and shoes, ball joints, piston rings,
crank shaft valves, engine oil cooler, front axles hub etc.

2.1 MANUFACTURING TECHNIQUES

The automotive parts manufacturing industry includes those companies
primarily engaged in manufacturing motor vehicle parts. In developed
countries spare parts manufacturing is the largest sector of the entire
automotive industry while in Tanzania the sector is still at its infancy.
Demand for auto parts in Tanzania is therefore driven by the following
factors:

2.1.1 Replacement parts

Replacement parts are made by the same manufacturer as the new car parts.
As the overall quality and reliability of automobiles have increased, the
demand for parts only grows larger. This is still the trend where suppliers
source from the original motor vehicle and cycle manufacturers and bring

them into the market.



2.1.2 Aftermarket parts

Any parts of the vehicle not sourced from the original car manufacturer are
aftermarket parts. Aftermarket consumers rely heavily on parts suppliers,
which is what the company has been dealing with. It now wants to go into
aftermarket parts provision by manufacturing the products in Tanzania for

the benefit of the country.

2.1.3 Economic Impact of Auto Parts Manufacturing

The automotive parts industry is a key contributor to a country’s economy.
Virtually all automotive manufacturers produce their own parts. However,
over the years, manufacturers have been turning to first-tier suppliers for
the production of just-in-time components. For this reason, many parts
suppliers are now as global as the vehicle manufacturers themselves.

3 MANAGEMENT STRUCTURE

Company Management and Organisation
Yuntao International Company Limited is a privately owned limited

liability company lawfully registered in Tanzania. It was established and
incorporated on the 04™ February 2019 and issued with a Certificate of
Incorporation No. 138769313. The company registration with the Tanzania
Revenue Authority is on process. The company’s factory place of business
is at Madafu Visiga ward in Kibaha district with its offices at 8A Blue
Lagoon Plot No 1509 Msasani Peninsula P.O. Box 22333 Dar es Salaam.
The authorised share capital of the company is as per the enclosed

memorandum and articles of association of the company.



Below is the organogram of the company.

General Manager

Secretary

tion Section Section Section

Workshop/Produc Sales Manager Human Resources Chief Accountant

The management team will be modest comprising of people who will set
the strategy and run the operations of the factory together with its top leader
as the General Manager as shown above. The management team will meet
anywhere from weekly to monthly or quarterly depending on the team

setup

4. AUTO SPARE PARTS MARKET

Dar es Salaam city is fast emerging as a national hub for sourcing auto
parts. There are several aspects that impact the growth of the national auto
parts manufacturing market. Factors such as rising demand for auto parts,
growing inclination towards technologically advanced products, and
collaboration among manufacturers to increase market reach, increasing
motor vehicle and cycles importation, increasing demand for spare parts
and rising automotive importation and vehicle parts are boosting the
growth of the auto parts in the country. The company has bought a well-

placed building in Kariakoo where the company will establish its spare



parts manufactured in Kibaha to the market in Dar es Salaam. The
Tanzanian auto-components industry has experienced healthy growth over
the last few years. Some of the factors attributable to this include: a buoyant
end-user market, improved consumer sentiment and return of adequate
liquidity in the financial system. The revenue growth will be also be
supported by steady increase in commodity prices and consequent impact

on realization.

Growing demand for vehicles in the country can be attributed to increasing
population base and rising purchasing power of the people. Moreover, Dar
es Salaam is a prominent exit of automobiles to various land locked
countries in the EAC and SADC regions. As a result of rising demand for
automobiles from domestic as well as international markets, demand for
automotive components in Dar es Salaam is expected to grow during the

forecast period.

4.2 Competition
Major importers of auto spare parts in the country, will be the main

competitors for the project, include many among others from China.



5. PROJECT INVESTMENT

Investment Costs
The new investment cost for the proposed project plus the purchase of the

auto parts manufacturing machines, light duty distribution vehicles is
estimated at USD 615,681 or Tshs 1,446,850,000 distributed as presented

in Appendix 1 and as summarised below:

ITEM USD TZS
Applied USD/TZS | 2,350
Exchange Rate
Land 2 Acres at 17,021 40,000,000
Visiga in
Kibaha Pwani
region
Building on Plot 127,660 300,000,000
no
AR/ILA/KAR/1
402 Kariakoo
New Assets
Complete range 240,000 564,000,000
of various Auto
spare
parts Making m
achinery
Raw materials 120,000 282,000,000
Distribution 50,000 117,500,000
vehicles
Preoperational 36,500 85,775,000
expenses
Furniture & 17.000 39,950,000
Fittings
Office 7,500 17.625,000
Equipment
TOTAL NEW 615,681 1,446,850,000
INVESTMENT




6. FINANCING PLAN
The financing of the new investment which include the listed items in the

investment costs table above whose total cost is estimated at USD 615,681
or Tshs 1,446,850,000 is proposed to be in the form of a forei gn term loan.
The term loan is to be repaid over a period of 7 years inclusive of a grace
period of one (1) year for construction, installation and commissioning of
production lines. It is proposed that the term loan will attract an interest

rate not exceeding 7% per annum as indicated in Appendix 3.
g P pp

0.1 REVENUE PROJECTIONS

Revenue projections are based on the following assumptions:

* The auto spare parts plant has a production capacity of 200 oil
filters, 300 motor cycle chains and 120 crank case per day to
start with.

* The auto spare parts plant will operate for 24 days per month,
for a period of 12 months per annum, other days being
reserved for maintenance purposes and holidays.

® The auto spare parts production plant will operate on a
capacity utilization of 80% during the first year of its
operation, increasing to 90% during the second year and 95%
from the third year onwards.

e The quantitics of auto spare parts sold each year are projected
to increase from 80% of the total quantities produced during
the first year of operations to 90% during the second year and
95% from the third year onwards.

e Selling prices are projected at TZS 5,000 per oil filter

o Selling prices are projected at TZS,000 per motor cycle chain

e Selling prices are projected at TZS 50,000 per crank case,



Prices are kept constant throughout the projected period of
seven (7) years.
e Applied Exchange Rate is USD 2,350 per 1 USD.

Combined Revenue from auto mobile parts is projected to increase from
TZS 3,038,400,000 in the first year, to TZS 3,349.836,000 in the second
year, Tshs 3,693,194,190 in the third year, Tshs 4,071,746,594 in the
fourth year, Tshs 4,489,100.620 in the fifth year and Tshs
4.949.233.434 in the six year as indicated in Appendix 5.

7.1 __ Operating Expenses

The main operating expenses include Raw material procurement pegged at
40% of turnover, Clearing and forwarding  estimated at 3.00%, Port
charges estimated at 1.00% turnover, Distribution charges 1.5 % of
turnover, Plant Fuel consumption estimated at 0.50% of turnover,
Electricity costs are estimated at 5.5% of turnover, Plant Fuel consumption
(Standby Generator) estimated at 1,50% of Turnover and water costs are
estimated at 1.50% of turnover as well as environmental costs associated
with auto spare parts production as indicated in Appendix 6; most of the
raw materials for auto spare parts manufacture will be imported from
outside the country, mainly China.

Administrative costs for the project insurance costs are presented as

indicated in Appendix 7.

7.1.1 Salaries and Wages

Salaries, wages and 30% social security benefits for 26 workers are also

indicated in Appendix 7.

7.1.2 Re-investment Expenditure:
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Re-investment will be carried out carried out in years 5 for vehicles,

7.1.3 Corporate income

Tax rate of 30% is assumed is to remain unchanged over the projected

period of six (6) years.

7.2 Financial Highlights

Financial forecasts over a six-year period for the project have been worked
out. Investment Costs are presented in Appendix I, whereas the assets
depreciation schedule is presented in Appendix 2. loan repayment
schedule is presented in Appendix 3. Appendix 4 A shows the auto Spare
parts production plan, Appendix 4 B shows production costs for auto spare
parts, Appendix 4 C shows the production plan for gypsum board and
powder and Appendix 4 D shows the production plan for white auto spare
parts. Appendix 5 presents the income statement from the three different
products manufactured by the plant. Appendix 6 presents production costs
for the three products. Administrative costs including manpower
requirements are presented in Appendix 7. The projected income statement
for the whole project is then presented in Appendix 8. Cashflow projections
are presented in Appendix 9 and the payback period is presented in
Appendix 10. Break-even analysis is presented in Appendix 11 and
discounted cashflow projections in Appendix 12.

Gross operating income is projected to increase from TZS 1,382,472.000
in the first year, to TZS 1,524,175,380 in the second year, Tshs
1,680,403,356 in the third year, Tshs 1,852.644.700 in the fourth year, Tshs
2,042,540,782 in the fifth year and Tshs 2,251,901,212 in the six year.

12



Gross operating profit is projected to increase from TZS 756,748,800 in
the first year, to TZS 875,717,352 in the second year, TZS 952,592,181
from the third year, TZS 1,097,199,199 from the fourth year, TZS
1,194,197,237 from the fifth vear and TZS 1,298,172.092 in the sixth year.
Profits after taxation are projected to start from TZS 419,688,925 in
the first year, to TZS 552,344,586 in the second year, TZS 688,174,901
from the third year, TZS 888,269,356 from the fourth year, TZS
1,007,145,426 from the fifth year and TZS 1,169.336.405 from the sixth
year

Accumulated retained earnings are projected to increase from TZS
293,782,248 in the first year to TZS 3,307,471,719 in the six year as shown
in Appendix 8.

Figure 2: Revenue from different project sources in TZS

Revenue in Tshs

5,000,000,000-f—r— e
4,500,000,000-7
4,000,000,000-
3,500,000,000+
3,000,000,000
2,500,000,000
2,000,000,000+7 |
1,500,000,0004] [
1,000,000,000-
500,000,000

o4l -

-— __\,__

YR 3 YR 4 YRS5 YR 6

‘L‘.! Total Revenue B Production costs OGross Income B Profit After tax ]

8. Project Liquidity

The proposed project is very profitable. It generates positive net cashflows
from the first year of operations with net cashflow of TZS 43 1,609,123.

Positive net cashflows are recorded in each year of operation.



Consequently, due to its sound liquidity, the project will be capable of
comfortably repaying its term loan liabilities (principal repayment) starting
from the first year of operations onwards and still retain adequate funds
cach year for its operations. Cashflow projections are presented in

Appendix 9.

Liquidity Projections in TZS

FIBO0 00000 oot ——————
4,000,000,000 :
3,500,000,000

3,000,000,000 =
2,500,000,000 / !
2,000,000,000 =
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/“/
1,000,000,000 7 — i
500,000,000 - f—- r;
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l——Net Cashflow ====(C|osing Balance |

The project is able to achieve an attractive payback period of 3 years and
10 months as indicated in Appendix 10. That is to say the whole
investment cost of USD 615,681 will fully be recouped in that period.

Break-even revenue is projected at USD 2,794,648,317 with a break-even

production capacity utilization of 91.98% as shown in Appendix 11.

9, Internal Rate of Return

Through the Discounted Cash Flow (DCF) method (Appendix 12) the
project realizes an attractive Internal Rate of Return (IRR) of 32.18%
which is very much above the cost of capital in the economy. This indicates

that the project is very financially viable.
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10.  Economic and Social Benefits

The successful operation of the auto Spare parts production project to be

operated by Yuntao International Company Limited will have significant

economic and social benefits to the country as a whole. In summary, some

of the benefits which will be realized include:

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

Creation of permanent employment opportunities for over 22
Tanzania employees.

The project will be an import substitution venture in the sense
that less auto spare parts, will be imported from outside the
country.

The neighbourhood of the project will benefit domestic
lighting from the electrification of the factory.

Feeder roads leading to the factory from the auto spare parts
sites will be frequently repaired by the project hence affording

casy transportation of goods and people around the project.

Provision of income to employees and other service providers
(individual entrepreneurs) thus contributing to Government

efforts in improving citizens’ living standards.

Provision of a new market for food products and other goods
required at the auto spare parts manufacturing factory, thus
generating an economic multiplier effect to the project area

and surrounding areas.

Provision of revenue to the Government through corporate
tax. It is projected that the project will contribute a total of
TZS 1,417,487.880 to the Treasury in the form of corporate
tax over a period of six years, which implies an annual average

of TZS 236,247,980.
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IMPLEM ENTATION PLAN -
Activi B | Time frame ____j

Business Plan preparation | August 2021

-—

Submission of TIC filled | orm to TIC | August 2021
Machinery and equipment importation September 202]
trom China

Construction of the factory | September - October ™
Machinery iﬂSLaﬂat_@__m_.=4 October -November
Trial runs ____/ December 2021

Full-fledged production and sales | JanuaryE_O_Q2 -
_ | Onwards

——

12, CONCLUSIONS AND RECOMMENDATIONS
This project document has provided descriptions of a detailed investment

proposal by Yuntao International Company Limited for establ ishment and

operation of a auto spare parts production plant at Madafu, Visiga ward on

a 2 acres land in Kibaha District, Pwani Region.

The company is therefore seeking for a Certificate of Incentives from the
Tanzania Investment Centre (TIC) under Section 17 of the Tanzania
Investment Act and Part [V of the Investment Regulations 2002, for the
importation of the auto Spare parts production machinery and equipment of

the proposed auto Spare parts factory and other items as claborated in this

business plan.

Through the various parameters, which have been considered in the study,
it has been established that the proposed project is technically feasible,

financially viable, economically and socially beneficjal.

It is therefore recommended that the Tanzania Investment Centre (TIC)

provide the necessary support to the company by approving this application

for Certificate of Incentives.
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