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1 Abbreviation

i.  SBP: Strategic Business Plan

ii. BGL: Bachunya Group Limited

iii. TZS : Tanzanian Shillings

iv. BLN: Billion

v.  MLN: Million

vi. BRELA, : Business Registration and Licensing Agency — responsible for registration of the
companies

vii. TBS, : Tanzania Bureau of Standard- Responsible for setting and controlling the minimum quality
standards of goods and services on Tanzania

viii. NEMC: National Environmental Management Commission

ix. OSHA: Occupational Safety and Health at work places

x. TRA : Tanzania Revenue Authority

xi. CRB : Contractors Registration Board

xii. PBT : Profit Before Tax

xiii. CAGR: Compound annual growth rate
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2 Confidentiality Statement

This document (the “SBP”) contains confidential material proprietary to BGL hereinafter referred to as the
“Company”).This information and related conversations are submitted solely for the purpose of introducing
selected parties to the Company’s Business Plan. The Company disclosure of information contained herein
and in related conversations does not constitute authorization for the recipient of the SBP to use the
information, ideas, concepts and or financial assumptions and projections contained herein for any purpose
other than the evaluation of the Company, or to disclose any information to any other parties. The Company
retains ownership of this SBP, including any and all concepts and ideas described herein. Each recipient of
this document agrees to treat the information in a strictly confidential manner. The recipients may not
disclose, directly or indirectly, or permit any agent or affiliate to disclose any information contained herein
or reproduce this document in whole or part without the prior written consent of the Company, unless
otherwise required by applicable law.

3 Objective of SBP

The purpose of this SBP is primarily for guidance and implementation of all strategic initiatives towards
attaining the company objective as well a s meeting requirements of Tanzania Investment Center. This
will cover industrial investment in production of ethanol spirit at Kibaha, coast region Tanzania.
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4 Executive Summary

- What are we doing?
BGL is a full registered company intending to invest around $ 11.799MIn in production of ethanol spirit

Situational analysis

¢ Country capacity to produce ethanol is 4,010 Million Liters.

% The local annual demand for ethanol is estimated at 568 million (14% of potential capacity)

% Current production capacity given available local production companies is 250million (out of which
50mln is exported p.a)

¢ Only 200 min Litters is produced and consumed locally which represent 35% of national demand.

% The 65% deficit (368Million) Litters is being imported to fulfill the local demand, mostly from South
Africa, India, Kenya, Malawi, and Swaziland

¢ Taking in to account the east and central Africa region the demand is much higher

% BGL is intending to invest in ethanol plant with capacity of 7.2 Mln Litters p.a which will reduce the
deficit by 2%.

% Tanzania is encouraging industrialization through industustrial initiatives aiming at making the
country industrialized by 2025(Reference 11.4))

% The COVID-19 situation, and resent Ukrain war has exposed the over-dependency of the region, to
other countries especially Asian.

GNC and Founders

<> BGL has been established to minimize importation and boost supply of ethanol to Tanzania as
well as the other parts of East, Central and Southern African Region. This company will focus on
manufacturing through use of local (95%) and imported raw materials (5%- chemicals)

o,

24 The founders Mr Evance Bachunya and Evelyne Bachunya have been in business for more than
25 years with full understanding of the business

o The manufacturing plant will be located in Kibaha, Coast region which is one of the country’s
strategic industrial zone

Summary investment cost and fund source '
The total investment cost will be $11.799 Million. 15% of the fund ($1.8mln) will be promoters Equity

contribution and the remaining 85% ($9.990miln) will be sought from financial institution
Amount in §

M Euity

= Financial inst.
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Key financial objective
The following is the key financial objectives

= Investment
1400 | = : ——————————— e
H Revenues

2 1200 1
10.00 -
800 |

6.00 -

400

200 |-

0.00 -

YRO

YR6 YR7 YR8

A R A S

Revenues will be subject to completion of investment which is expected to be completed in YR 0
«* The total investment cost of the industry is expected to be $ 11million inclusive of land, building

machines and other establishment expenses.
% The capital structure will include both equity contribution from founders and external finances.

%+ The investment will be done in single phase phases.

% Production plants capacity per annum will be 20k Litters per day (7.2 Min Litters p.a).

Sales Projection

Given the market price, the sales are projected to grow from $7.4min in yrl to $10.2$min in yr8
Given demand in Tanzania and other regional countries, sales will both be local and export.

Contribution to the economy
The company will contribute in various ways including:
“ Employment more than 90 staff (expect to impact 720 Tanzanians given dependency ratio of 8 per
person) and other small scale traders in neighboring surrounding

¢ Tax: Corporate tax, employment tax, VAT
** Environment preservation via Solar use and electrical mobility initiatives
% Reduction of importation and increase of export of manufactured goods

+* hence improves both balance of payment and strengthening of currency
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5 About the company
BGL is a private owned company that is owned and Managed by Evance Chocha Bachunya & Evelyne
Chocha and is incorporated under company ordinace (Cap) 212 vides certificate of incorporation number
119349 dated 7th August, 2015, and has tax identification number 138-961-931. The company goal is to
transform the industry of ethanol usage in to more accessible affordable means to the livelihood of people
within East Africa and sub-Saharan region. This will be made possible through investment in manufacturing
of ethanol spirit in Tanzania. Nearly 65% of these products are currently being imported from oversee. The
demand of the same is high due to demand from health sector (pharmaceutical industry), as well as hard
drink industry. The company's overall strategy is to serve the regional market including Tanzania, DRC,
Burundi, Zambia, Malawi, and Uganda, where the overall demand is higher. With principle office located
in Kibaha, the company expects to enjoy industrial service attached to the area since it is part of the
government strategic industrial zone. The founders, who will lead management team, have each
accumulated over 20 years of experience in the business.
Vision
Ambitious to become a powerful leader in ethanol manufacturing in East and sub-Saharan region.
Mission
We are more committed to continuously create more concrete values for shareholders, customers, employees

as well as the whole society by means of providing quality product and affordable way for the improvement
of the livelihood of society in Tanzania and sub-Saharan region

Organization structure

Boardof Dirctos ‘ | _ BOD :
| |

sk
Managing director W,

Moy - B
DirecorHead Roles ‘ e /PRODUCTION MGR 711))

iRccruit iAccounting iSales iProduction nemal Audit
i Casier~—~+ Merketng itock contol
Functons ‘!Performancemgt !Procmement !Customer Experice !Quality TeviEw
!Motivation !Reconciliations ! !Supervision: Machines & labour effciency
Mansge Bt~ | | | |

The right structure designed is expected to drive the strategy to achieve the organizational goal. Adjustment
will be done in line with the growth and complexity.

— — v —— —
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Shareholders
S/m |Shareholders %, Profile
name
1 Ms Evance 60% | e Founder &Director -City Music Sound
Chocha e Founder and Managing director BGL
e Prominent business entrepreneur over 20yrs
e Highly networked from mult sectoral partners
2 Ms Evelyne 40% | e Founder and company secretary City Music Sound
Chocha e Founder and director BGL
e Prominent business entrepreneur over 20yrs
Total 100%

Location and address

BGL head office is located at ilala municipal, Addressed P.O.box 40229, Dar es Salaam, and the plant
is located at Kibaha district, Coast region.
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6 Industry

The global ethanol market size was valued at USD 89.1 billion in 2019 and is anticipated to register a
compound annual growth rate (CAGR) of 4.8% from 2020 to 2027. The demand for the product is driven
by growing usage of the product as a biofuel. The rising consumption of alcoholic beverages is another
major factor supporting market growth. Ethanol can be manufactured by both natural as well as
petrochemical feedstocks. In the natural process, natural sugars are fermented in the presence of yeast.
Ethylene production is increasing owing to the rise in shale gas production. As oil output reduces and new
ethylene capacities come online the market is expected to overstock with ethylene, which is expected to
bring stagnancy in production of ethanol.

l U.S. ethanol market demand, by source, 2016 - 2027 (Billion liters)

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

W Sugar & Molasses Based Ethanol ® Grain Based m Second Gwneration

Source: www.granaviewresearch com

The U.S. is one of the major markets in North America. The robust petrochemical manufacturing base
coupled with large areas under cultivation of corn and sugar favors the production of ethanol. The
pandemic caused by the unprecedented spread of COVID-19 has brought forth new challenges for
manufacturers in the country. Ethanol as a fuel is currently facing problems due to low demand.
Consumption in beverages, disinfectant and personal care is at its peak and the trend is expected to
continue for the next 2 to 3 years.

The application of ethanol as a biofuel is one of the major market drivers. The automotive industry has
grown rapidly over the past years and has faced many problems to control air pollution. Ethanol is blended
with gasoline up to concentrations of 10% and 15% to tackle the problem of rising air pollution caused by
automobiles. The addition of ethanol provides major advantages in terms of improved fuel economy,
increased thermal efficiency and helps in cold starts during the winter season. U.S. and Brazil are the
countries that are leading the world, in terms of application of ethanol as biofuel.
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Alcoholic beverages containing ethanol, which were earlier considered a premium offering are now slowly
becoming an essential product that can be found in the majority of the households globally. The major
trend fueling growth is entry of premium products in the marketplace. The rising disposable incomes
coupled with increased knowledge about ingredients has fueled the demand for premium offerings. In
2019, the sales of premium alcoholic beverages grew at a rate of 5 to 6%.

Excess consumption of alcoholic beverages can cause a lot of damage to the human body, especially to the
liver, which is an important organ as it helps remove toxins from the body. Long-term alcohol
consumption increases the risk of chronic liver inflammation, which is commonly referred to as liver
cirrhosis. The other adverse effects include loss of memory and lack of comprehension, delayed motor
reactions, balance problems and ataxia, blurred vision, and sensation impairment. Rising awareness about
these adverse effects may hamper the demand to some extent, thereby limiting market growth

Source Insights

In terms of volume, the grain-based segment led the global market in 2019 with a share of 67.3%. Easy
availability of corn and maize and development of efficient technologies across the globe have boosted the
segment growth. Grain-based ethanol is majorly manufactured using the dry milling process and 1 bushel
of corn can produce 2.86 gallons of denatured ethanol. Corn production is expected to slow down globally
as manufacturers tackle problems associated with yields and saturation in demand.

Sugar mills are now becoming one of the major avenues of ethanol production globally. Ethanol from
molasses is being accepted globally and emerging countries are leading the race. The disinfectant and
coalescing properties are driving the demand. The adoption of low-carbon fuel standards will propel the
adoption of molasses feedstock for the synthesis of ethanol.

The major problem associated with the sugar and molasses feedstock is the limitations concerning
production. Sugarcane is a seasonal crop and it cannot be used continuously for the production. Thus,
manufacturers will look at this feedstock as a substitute in case the market remains undersupplied.

Purity Insights

In terms of volume, denatured alcohol will be the fastest-growing segment with a CAGR of 3.7% from
2020 to 2027 owing to rising demand from the fuel and household chemicals industry. It can be combined
with other chemicals to achieve the desired characteristics. It is majorly used in formulations used for
cleaning and sanitizing indoor and outdoor environments.

Denatured alcohol is majorly derived from natural sources, such as corn starch and grains, making it
suitable for household applications. Other major growth-driving factors include the rising awareness about
indoor hygiene and the harmful effects associated with synthetic ingredients.

Undenatured ethanol is a product with a 95% concentration and does not contain any solvents and
additives. It is majorly used in fuel blending and other industrial and research related applications. The
industrial applications include detergents, adhesives, chemicals, inks, plastics, paints, and thinners.
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Application Insights

Fuel and fuel additives was the largest segment with a market share of 43.2% of 2019. The rising demand
for automotive fuel and changing regulations aimed at reducing air pollution are boosting the product
demand as it is used in the manufacturing of gasoline additives to improve fuel efficiency.

l Global ethanol market share, by application, 2019 (%)

M |ndustnal Solvents
Fuel & Fuel Additives

& Beverages

B Disinfectant

® Personal Care

m Others
Saurce: Wy ';ma.-lewesealcﬂ com

Industrial solvent is one of the steadily growing applications as it is widely used in major end-use
industries. The rising demand from pharmaceuticals and paints and coatings industries is expected to
positively impact the overall demand. The future growth in the application segment is largely dependent
upon macroeconomic factors, such as government policies and federal bank provisions.

Ethanol is one of the important ingredients used in the personal care industry. It functions as an astringent
and is used in product formulations, such as skin lotions and hand sanitizers. Its low boiling point and
favorable physical properties have made it an important additive in the personal care industry.

Regional Insights

North America was the leading regional market in 2019 and held over 43% of the global share. The region
is estimated to retain its leading position throughout the forecast years. However, Asia Pacific is estimated
to register the fastest CAGR from 2020 to 2027 owing to growing fuel consumption and increased
industrial activities. The presence of diverse industries in the region coupled with steadily growing
economies is expected to positively impact market growth. The major application segments that are
expected to drive the market in the region are fuel and industrial solvents.

Latin America is one of the largest regional markets due to the abundant availability of raw material
coupled with rising product demand from the automotive industry. The changes in environmental
regulations in the region are expected to have a positive impact on the consumption of ethanol in end-use
industries.
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Brazil is leading the Latin American market, in terms of product consumption. It was one of the first
countries that experimented with the blending of ethanol into gasoline. Many automobile manufacturers in
the country introduced modifications to accommodate the change. The country has increased tax on
imported ethanol, which is expected to positively influence regional market growth.

Key Companies & Market Share Insights

Increased adoption of eco-friendly products is expected to provide new growth avenues for the market
players. The recent developments in the global market have brought about changes in the value chain.
Initially, manufacturers relied on 2 to 3 suppliers for the raw materials and there is a risk involved as
contingency plans cannot always work out. Manufacturers are now looking at options to reduce the risk by
acquiring stakes in raw material companies or by entering into forward agreements. Some of the
prominent players in the ethanol market are:
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United Breweries

Aventine Renewable Energy

AB Miller

Archer Daniels Midland Company
Kirin

Pure Energy Inc.

British Petroleum

Cargill Corporation
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Ethanol in Tanzania

Ethanol is largely being used in Health, disinfectant, beverage, and other industrial solvents sectors where
by the same is prohibited to be used as fuel additives due to policy issues. Out of more than 568million
litters demanded, 65% is being imported to serve the local market. Two major companies are Ilovo
distillers (Morogoro Region) and Kilimanjaro Biofuel (Kilimanjaro Region)
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7 Market

Customers and demand analysis
The local annual demand for ethanol is estimated at 568 million Litters. The current production capacity
given available local production companies is 250million (out of which 50mln is exported p.a). Only 200
mln Litters is produced and consumed locally which represent 35% of national demand. The 65% deficit

(368Million) Litters is being imported to fulfill the local demand, mostly from South Africa, India, Kenya,
Malawi, and Swaziland

Channels
The company will supply the manufactured products suppliers through the following channels
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% Local suppliers and wholesalers

¢ Foreign suppliers
/

¢ Direct sale to high net worth consumers
% Use of regional agency

Products/Services
Spirit is the highest by volume product of the yeast- based fermentation of a liquid brewed to have
fermentable sugars. Unlike beer or wine, however spirit are the product of a second step called
'DISTILLATION' that further fortifies them. Spirit can be used in surgical, in making alcohol, can be used
in lamps and stove, can be used to remove ink from non-porous surfaces, can be used as fuel (methanol),
can be used as an industrial feed stock.
Bachunya will be producing non-returnable bottle ranging from small bottles to large packages and this will

be distributed to industries and hospitals and there is readily ready market and producing several types of
spirit

Marketing tools
T ;Toqls Details A i Of :
‘ 1 ] Advertisement Media and social media
2 Sales Promotion Discounts on sales, quantity discounts on bulky purchases
3 Distribution Penetration via Agency
Channels
4 Publicity & CSR Publicity through helping the disadvantageous with solar power
5 Personal selling Direct engagements
Competitors

In Tanzania, this will be the third spirit manufacturing plant to be established focused in Health, disinfectant,
beverage, and other industrial solvents sectors. However national wise, there are two companies in Ilovo

distilleries Tanzania Limited and Kilimanjaro Biochem Limited which control substantial market share of
locally produced spirit.
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