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1.0 THE EXECUTIVE SUMMARY 

Bansal Steel Rolling Mills Limited (BSRM) is an established private limited 

liability company incorporated in Tanzania on 3rd April 2008 with an 

authorized share capital of Tsh 4,000,000,000/=.  The Company has a 

Certificate of Incorporation Number 64941, Business License Number BL No. 

20000018553, TIN 106-646-775 and VAT Number 40-001727-R. 

 
Since its incorporation, the Company has been actively engaged in the 

manufacturing, trading and import of steel products. 
 
Set up at Plot No 2353, Block No ‘E’ Kisongo Industrial Area in Arusha region, 

the factory is one of the country’s biggest manufacturers of steel products.  

After the established in 2008, it commenced operations in 2012 and has since 

been certified by the Tanzania Bureau of Standards (TBS) on Certificate 

Number 204 for flat bars and Certificate Number 142:2006 for rolled steel.  
 
Its issued & fully paid share capital has since increased to Tshs 1,424,500 

divided into 142,450 shares of Tshs 10,000.00 . It is now owned respectively 

by the following shareholder as detailed hereunder. 
 

 Table 1. Composition of Shareholders and Ownership 

S/n Name of Shareholder No of Shares % Shares 

1 Balvinder Singh Bansal 23,742  16.67 % 

2 Tejinder Singh Bansal 23,742  16.67 % 

3 Amarjit Kaur Bansal 23,742  16.66 % 

4 Gurmail Singh Panesar 7,124 5.00 % 

5 Gobindgarh Export india Pvt Ltd 64,100  45.00 % 
 

Funding for the establishment of the factory was obtained through an L/C-
cum term loan and equity contribution by the Bansal Transport, a sister 
Company which offered a Corporate Guarantee 

 
1.1  Proposed Mild Steel Tube Plant 

 

BSRM seek to diversify concentrically and horizontally through the addition of 

new product that has technological and marketing synergies with existing 

product as well as developing a new product that is complementary to its core 

business and which shall be attractive to current and new customers 

respectively.  

 

The Company proposes to improve viability of the plant by value addition to 
the existing steel metal production by installing additional and balancing 
facilities to produce more valuable downstream products, such as re-bars with 
massive tensile strength with ready market opportunity. Towards this 
objective, the company proposes establish 260mm Double Drive Machinery 
and TMT Quenching Box with Accessories parallel to the existing plant to 
produce such re-bars. Additionally, the Company is introducing new products 
of welded steel tube, Pipes and Structural, Square and Rectangle using High 
Frequency (HF) Welder for Tube Mill. 
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The following Tables 2, 3 & 4 summarizes the financial requirements for the 

new investment as well as for the loans and overdraft take over, the detailed 

information is as given below: 

 

Table: 2  Summary of Capital Investment Items Cost Estimates  

    

Total 
Cost:USD: 

'000' 

(1) Investment capital Items cost estimates (ICICE)    

Building  458 

Plant & Equipment for Rolling Mill-British Std Bar   489 

Plant % Equipment for Mild Steel Tube Mill Plant Bar   1,043 

Sub Total  1,989 

Pre-operational expenses     81 

Subtotal  2071 

  (2) Add: Working capital   

Incremental working capital       433 

Total: Capital Investment Item Cost Estimates   2,504 

    
Table: 3  Proposed Financing Plan   

Type of Funds 
Proportion 

% 

Total 
Cost:USD: 

'000' 

Equity    

Self-Generated funds/Bank overdraft 18.94%   474 

Term Loan 81.06% 2,030 

Total  100.00% 2,504 
 

1.2 Projected financial results and viability of the New BSRM project 

On the basis of various operating assumptions contained in Annexes 1 to 4 and 
the proposed project’s operations indicate that the New BSRM investment 
project is expected to be commercially and financially viable. On the strength 
of the base case scenario projections to 2037, and using the parameters 
outlined above as well as other assumptions detailed in the report, the following 
observations are in order: 
 

• On a free cash flow to the Firm, the IRR is 19.70%. This is delivered on 
average gearing over the explicit term of the projection of 18.94% equity 
and 81.06% debt. 

 

• The indication is that, the Project would be viable based on the very 
conservative assumptions. 

 

• The cumulative Debt Service Coverage Ratio (CSCR) during repayment 
period is more than 2:1 indicating that the project will generate surplus, 
adequate to meet repayment obligations. 

 

• General performance after implementation of the proposed project shows 
the Company’s net worth portraying growth over a 5-year period and 
subsequently, throughout the period.  Growth on the turnover is projected 
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to be from 11.65% in the second to 16.73% in the third year before it evens 
out at 1.5% annually. 

 
1.3 The Market for Steel Products 

Steel has uses in different areas from domestic such as kitchen utensils, food 

cans to commercial uses such as surgical kits used in hospitals to various 

civil construction works materials such as iron bars for airports, roads, 

housing, water, electricity, and other engineering infrastructures require 

considerable steel related raw materials. Cast steel is a form of steel with 

massive tensile strength making it useful in the construction of large 

structures as bridges, railways and high rise buildings. 
 
Demand for steel products is driven largely by growth in the supporting sector 

of construction. Since the construction sector is rapidly growing thus pushing 

the demand for steel. 

• According to Industrial data Tanzania’s demand for steel stands at 
440,336 tonnes a year;  

• Imports of Iron and Steel was US$ 427.88 million during 2018, 
according to United Nation’s COMTRADE-data base on international 
trade; 

• Imports takes up almost 200,000 tons equivalent to 45% of the local 
demand. 

• Confederation of Tanzania Industries (CTI)  has urged the Government 
to raise import duties up to 35% from 25% to be line with other East 
African States but also to prop up local production  

• The push towards imports is mainly to meet the demand for high tensile 
strength –rebar’s used for construction high rise buildings, bridges, and 
railways. 

• Local producers do supply to Burundi, Kenya, Malawi, Rwanda, 
Uganda and Zambia. Zambia and Malawi are served by merchants. 

 
While demand has been on increase, supply has remained stationery as 
imports have starred due COVID -19 pandemic that has disrupted the global 
supply chain for steel materials and products from China, South Africa Turkey 
and Ukraine,. As a consequence, it has affected the price of steel as it has 
been on the increase all along. 
 
Apparently, the demand for steel in Tanzania is expected to rise next year 
compared to 2020. The overall outlook for the steel sector is positive and the 
demand is likely to pick up next year on the back of revival economic growth 
after COVID -19 and the Government’s resolve to implement large scale 
infrastructure projects, such as Standard Gauge Railway Line, Stiegler’s 
Gorge Hydropower Project, Construction of Bus Stands in Arusha and other 
Regions and Roads, will contribute to the growth of domestic demand. 

 
1.4 Raw Materials  

Steel is a material most conducive for circular economy as it can be used, 
reused and recycled infinitely. While iron ore remains the primary source of 
steel making, used or re-used steel in the form of scrap is the secondary raw 
material for the steel industry.   
 
Scrap metals account for about 95% of materials used for rebar production 
while imported raw materials in form of chemicals account for 5% 
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Although, scrap is the main raw material for secondary sector but primary 
sector also uses scrap in the mix of Basic Oxygen Furnaces (BOFs) to 
improve efficiency, minimize cost of production and other process needs: 
 
Scrap as raw materials it has it the following commercial benefits: 
 

• Easily and readily available and using it as secondary raw material 
(scrap) it reduces the use of new resources and by doing so energy is 
saved and environment is protected; 

• Deliveries of materials from suppliers can be arranged exactly to meet 
the operational demands from day to day; 

• Less time required to obtain delivery of goods; 

• Reduces energy consumption and pollution; 

• Lower costs for processing materials; 

• Cost savings are passed over to consumers; 
 
Most of the major steel producing countries like Japan, USA, and China are 
continuously increasing scrap-based steel production with proportionate 
reduction from primary route. 
 
Steel scraps comes from various sources such as mill scrap, used structural 
items like beams, reinforced steel and plates, plant and machineries including 
pipes, tubes, old vehicle, domestic goods, automotive scraps, ships building 
industry, railways etc 
 
Hence, there is a worldwide trend to increase steel production using scrap as 
the main raw materials as recycling of scrap helps in conservation of vital 
natural resources besides other numerous benefits.  There is a worldwide 
trend to increase steel production using scrap as cycling of scrap help in 
conservation of vital resources besides other benefits like minimizing Green 
House Gas (GHG). 

 
1.5 Economic, environmental impact and risk facing the project 

 

1.5.1 Economic 

The Bansal Steel Rolling Mill’s product plays a crucial role in generating 

prosperity and welfare.  As a Company it generates employment, tax revenue 

and innovation. 

 

For the last three years the Rolling has created direct employment of 108 

people and unknown number in the value chain with multiplier effect.   

 

The existing manpower will be increased to 155 after the proposed 

modernization which includes officers and supervisors. 

 

1.5.2 Environmental impact and 

 The Company is already established and operating a steel making plant 
consisting of an Induction Electrical Arc Furnace with an installed of capacity 
of 60 Ton. The Plant is fully operational, listed and licensed under EIA 
Certificate No 576 EC/EIS/1293 of 18th June 2014 that gives it the 
environmental clearance for implementation of the project.  
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The new investment is carried out within the existing premises. The 

administrative and ancillary infrastructure will similarly be used in the 

expansion of the project. Hence, the expansion and enhancement of capacity 

will be achieved with minimum resources. 

 

In the process as well as in the auxiliary plants, along with the useful product 
several waste materials will also be generated. These waste materials include 
gaseous emissions, wastewater generation, solid waste and noise 
generations. The waste products produced by the steel melting unit are 
directly related to the metal type, the furnace type and the energy used.  

  
By volume, gaseous waste is the largest waste source from the steel melting 
unit. Most of the gaseous metal emissions are captured in the emissions 
control systems attached to induction furnace. 

. 
The project is being implemented to meet the highest environmental 

standards is steel production.    

 

1.5.2 Risk facing the project 

i) Market Risk 

Steel industry in Tanzania is exposed to foreign exchange risk. This is 

due to importation of raw materials from abroad and the volatility of the 

local currency. Global economic situation is also another market risk that 

influences the performance of steel industry. As most raw materials, 

technology and expertise are normally imported from other countries 

mainly the developed countries, there is associated market risk to the 

local steel producers who must rely on performance of suppliers’ 

economies. 

 

Global economic trends are unpredictable however their effects can be 
managed through internal formulation and implementation of business 
strategies that are set to absorb the effects - buying scrap locally for raw 
materials. Bansal Group is well diversified to various sectors of the 
economy such that, there are alternative to support a suffering entity by 
operations of the other entities under the group. Shareholders’ fund is 
also an alternative to support the business during those situations.  

 

ii) Competition 

Competition within the country is also another aspect of market risk 

facing the steel manufacturers. Competition in the steel industry is at 

medium level based on the number of steel producers as well as the 

increasing demand for steel products.  

 

Therefore, competition does not pose significant risk for company’s 

performance unless the company does not have stable financial support 

to enable large scale operations.  There is also increasing demand for 

steel products influenced by growth of various sectors in the economy. 
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iii) Management Risk 

The Company is managed by Corporate Board of Bansal Steel Rolling 

Mill under the chairman and founder Mr. Balvinder Singh Bansal. All 

companies under the group are vested with competent and experienced 

management team to ensure effective implementation of policies and 

strategies as directed and controlled by the Corporate Board. Despite 

the fact that, two of the management members are family related, it has 

other Directors not part of family with the management team who have 

over 30 years of experience steel production process of iron bars and 

sections to understand and respond to the needs of clients. 

 

There is also a well-defined organization chart to guide business 

management. This reduces management risk in the business as the 

structure facilitates flow of communication as well as showing delegation 

of authority. All major business decisions for the Steel Rolling Mill are 

made by the Board of Directors chaired by the  Managing Director; Mr. 

Tejinder Singh Bansal who has over 8 years’ experience in steel melting 

and manufacturing of iron bars and sections. Therefore there is minimal 

management risk as the management team is experienced and staffs 
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2.0 STEEL INDUSTRY 

Steel Industry has evolved over a period. Globally recognised, steel is a 

cornerstone and key driver for word’s economy. The industry directly employs 

more than two million people worldwide, plus two million contractors and four 

million people in supporting industries, including industries such as 

construction, transport and energy, the steel industry is a source of 

employment for more than 50 million people (Source: World Steel 

Association) 

 

The industry remains at the heart of global development. The April Short 
Range Outlook, forecasted that in 2019 and 2020 global steel demand was 
expected to continue to grow, but growth rates would have been moderate in 
tandem with a slowing global economy. However, uncertainty over the trade 
environment and volatility in the financial markets continued and could pose 
downside risks to this forecast.  
 
The recently concluded a global economic modelling exercise with Oxford 
Economics that found that in 2017 the steel industry sold US$2.5 trillion worth 
of products and created US$500 billion value added. For every $1 of value 
that is added by work within the steel industry itself, a further $2.50 of value 
added activity was supported across other sectors of the global economy 
because of purchases of raw materials, goods, energy and services. This 
generates over US$1.2 trillion of value added. 
 
Steel is essential to society. And as a permanent material which can be 
recycled over and over again without losing its properties, steel is also 
fundamental to a successful circular economy. From transport systems, 
infrastructure and housing, to manufacturing, agriculture or energy, the 
industry is continuing to expand its offer of advanced high strength steels 
which reduce the weight of applications and encourage circular economy 
practices. For society, the benefits include durable products, local jobs, 
reduced emissions and the conservation of raw materials for future 
generations. 
 

The industry around the world is now grappling with the effects of COVID-19. 
The decline in global steel demand in the first half of 2020 was predictable 
but as it came after slower than expected growth in 2019 due to the continuing 
manufacturing recession in the developed countries. However, it is possible 
that the impact on steel demand in the medium-term may turn out to be less 
severe than that seen during the global financial crisis in 2008/9. The steel 
industry remains at the core of a sustainable modern society and our products 
will form the basis for the economic recovery 
 

Steel will continue to be the backbone and enabler of society’s evolution and 
progress. It will make the world a better place to live. Tomorrow’s smart cities 
will be built on steel. As an infinitely recyclable and reusable asset, using steel 
helps to reduce the burden on the Earth’s resources. 
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3.0 BANSAL STEEL ROLLING MILL 

The Company was registered in Tanzania in 2008 and since its incorporation, 
it has been actively engaged in the establishment of manufacturing process, 
trading export and import of steel products. 
 
The Company invested massively in setting up of the factory in the Arusha 
outskirts. Funding for the factory which was partly equity and partly loans. 
Total investment was about USD 3.22 million with 56.5% equity and 43.5% 
loan.  The Company had invested a total of USD 1.82 million in purchase of 
land, fencing the factory compound, water and drainage system, power, 
offices, road networks, and other miscellaneous expenses in the 
establishment of the factory.  The other USD 1.50 million was obtained 
through LC cum loan were supported by Exim Bank. The factory commenced 
operations in June 2012. 
 
Bansal Steel is produced via the Electric Arc Furnace (EAF) route using 100% 
high quality scrap.  EAF uses electricity to melt recycled steel. Additives, such 
as alloys, are used to adjust to the desired chemical composition. Electrical 
energy can be supplemented with oxygen injected into the EAF. Downstream 
process stages, such as casting, reheating and rolling, are similar to those 
found in the Blast Furnace-(BF) -BOF route.( Electric-based steelmaking 
enjoys a much comfortable position than integrated classical blast furnace – 
oxygen steel making facilities, regarding greenhouse emissions.) 
 
Recycled steel forms virtually 100% of the raw material required by the 
environmentally sustainable electric arc melting process 
 
The Company seeks now seek invest into integrated manufacturing process 
to produce High Tensile Bars . It will continue to make the basic steel as well 
as British Standard Grade HTD bars using the water quenching process to 
obtain the required standards Vanadium Process. This new will have a 
processing capacity of 5,200 Mt per annum- (20 tons per day). All products 
will conform to British Standards.  Thus high quality of the raw material will be 
required to deliver high quality steel bars with required specifications. 
 
It is also seeking to invest into High Frequency (HF) Welder for Tube Mill that 
will produce steel pipes and structural, square, rectangle, angles, steel 
sections for civil construction and fabrication.  This new will have a processing 
capacity of 5,200 Mt per annum- (20 tons per day). 
 
The existing plant will continue to produce steel bars at its rated capacity of 
60 ton per day or 15,600 tons annually. 
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4.0 MANAGEMENT AND ORGANIZATION 
 
4.1 Management  
 

A Board of Directors manages Bansal Transport Limited. The board 
comprises two directors. These are; 
 
Mr. Balbinder Singh Bansal  Tanzania Chairman 
Mr. Tejinder Singh Bansal   Tanzania Managing Director 
Mrs Amarjit Kaur Bansal   Indian  Director 
Mr  Gurmail Singh Panesar  Kenyan Director 
Gobindgarh Export india Pvt Ltd  Indian  Indian 
 
The Board formulates and determines the policy and strategic direction of the 
company. The chief executive officer Mr. Tejinder Singh Bansal is the 
Managing Director.  He reports to the Board of Directors composed of the the 
shareholders.  
 
The Managing Director responsible for all major decisions, overall running of 
business, corporate planning, setting up business strategies, monitoring 
implementation and achievements against set goals, policy making, financial 
planning and administration. 
 
A team of three people run the day-to-day affairs of the Bansal Steel Rolling 
Mill and make the management team. These include;. 

• The Chairman 

• Executive  Director- Managing Director 
 
4.2 Directors  

 

• Mr. Balbinder Singh Bansal - Chairman 
Age 75 years 
Balbinder Singh Bansal a founder member of the Company with extensive 
steel and transport management experience in and outside Tanzania has 
a deep insight in the operations of steel industry.  As a result, he believes 
strongly in harnessing the knowledge and capability of Steel Rolling Mill 
to diversify into new products. 

 

• Mr. Tejinder Singh Bansal – Managing Director 
Age 43 years  
Teji has a Degree in International Business Administration from the United 
States International Univesristy based in Nairobi.  He has six years’ 
experience in marketing and transport businesss. 

 

• Mr  Gurmail Singh Panesar  Operations  Director 
Age 72 years 
Has over 30 years’ experience and knowledge in the industry.  His 
experience with operations dated in 1967 where he had successfully site 
and commissioned a number of Companies in Kenya.  He was behind 
setting up the Bansal factory in Arusha 
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4.3 Management Team  

As explained earlier, the Company is managed by Corporate Board of Bansal 
Steel Rolling Mill under the chairman and founder Mr. Balbinder Singh 
Bansal. The Company is vested with competent and experienced 
management team to ensure effective implementation of policies and 
strategies as directed and controlled by the Corporate Board. Despite the fact 
that, most of the management members are family related, the group ensures 
all management members have competent experience in the respective field 
the management team.  The business plan shall consist of the following: 
 

• The Chairman 

• Managing Directoe 

• Director of Operation  
 
4.4  Organization Structure 

 
In this organization structure of human resources it has a clear line of 
command, duties and responsibilities are all clearly spelled out. All these are 
implied in the organization chart below: -Figure 1. 
 

 
 

 

In the context of the above, the organization chart is designed to optimize its 

“objective function” of Bansal Stee Rolling Mill.  Everything the management 

team does is linked to the objective function 
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5.0   STEEL MARKET 

As populations grow and nations around the world seek to improve their 
standards of living, it is inevitable that the demand for steel will increase. It is 
a critical product because no other material has the same unique combination 
of strength, formability and versatility. 
 
The new generations of steel continue to be developed that make it possible 
for manufacturers and builders to implement durable, lightweight designs.  
 
Going forward, materials that are ever stronger and meet higher 
environmental standards will be needed. 
 
In Tanzania, the steel consumption growth is projected to grow even further 
in the future for two reasons: 
 

• It is spurred by rapid growth of cities population, engineering, 
transportation and electricity subsectors.  

• Tanzania’s steel consumption per capita is comparatively low and 
therefore there is room for growth. 

 
5.1 Target Market  

The Company has segmented its market geographically, by customer type, 
and by consumer category. It is currently selling its products through 
wholesale, Dealers and Contractors. Below are major clients based in Dar es 
Salaam and Arusha. 
 

1. Bulk Distributors 
2. Aim Steel ltd 
3. Five Star Hardware 
4. The hardware Deport 
5. Tanga General Hardware Store 
6. MM Steel 
7. Mukesh hardware and  
8. Oluto Trading Ltd 

 
There also a number of hardware and contractors buying regularly from the 
factory due to quality aspects and service various civil works contracts in 
Tanga, Moshi, Arusha and coastal region  

 
5.2 Costing and Pricing  

In costing its steel products, Bansal Steel Rolling Mill separates overheads 
from direct costs related to producing and marketing of steel products. This is 
necessary as it enables management set appropriate prices and make 
properly informed capacity utilization decision. 

 
5.3 Pricing objective 

Bansal Steel Rolling Mill’s major thrust is to acquire a large market share 
although it is therefore taking.  It has though, have to generate enough cash 
flow to service its debt.  Therefore price objective shall be guided with three 
objective: making profit, market share growth and cash flow generation. 
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5.4 Bases for pricing 

The setting base is cost plus will also be competitors price  By setting the 
close to the competitors, the Company will be able to win more clients 
because of quality aspects.   
 

If there shall be no major competitor in its class, the basis shall be what 
client/consumer is will to pay for the premium product  

 
5.5 Term of Sale 

Bansal Steel Rolling Mill’s preferred terms of sale is cash.  Credit sales is 
offered only when it is necessary to attract enough sales.  The Company 
refrains from consignment sales, not only because it exposes it to the risk of 
default and delays, but also because they do not motivate dealers to sell.  It 
recognizes that not using consignment system subjects it to competitive 
disadvantage.  This means it had to develop other strategies to make it up for 
this disadvantage.  It has established a credit rating system by which every 
prospective credit customer is assessed before credit sales is approved 
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6.0 PROJECT IMPLEMENTATION 

BSRML’s proposed PD project is expected to be implemented over a period 
of six (6) months from the first disbursement of its loan when an order for the 
equipment and machinery for its diversification of its products has been made 
- i.e. within the first week of July 2022. It is during this time that construction 
of the building to accommodate the said plant and machinery will also start. 
 

Accordingly, the tentative physical implementation schedule for the 
establishment of BSRML’s Products Diversification project is expected to be 
as shown in figure 1 below. 

 

Figure 2: Tentative implementation schedule of BSRML’s proposed PD project 
 

Activity No. of 
months 
per 
activity 

Duration in months 

July 

2022 

Aug Sep Oct Nov Dec 2022 

Start of civil 

works for 

building of steel 

tubing 

machinery 

3       

Order of and 

shipment of 

equipment and 

transport  to 

Arusha 

4       

Installation of 

all equipment at 

Arusha 

1       

Trial runs up to 

commissioning 

 

1 months 

to end Dec 

2022.  

      

 

The period of six (6) months estimated to complete the implementation of the 
proposed project is considered reasonable for the size of the project as well 
as the accessibility to the site of the factor. 
 

Commercial operations of the newly installed steel milling machinery are 
expected to start at the beginning of January 2023. 
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7.0 CAPITAL INVESTMENT COST ESTIMATES AND FINANCIAL PLAN 

 

7.1 Investment Capital Items Cost Estimates (ICICE) 

The investment capital items costs of BSRML’s PD project are estimated at 
USD 2.504 million. The breakdown of these costs is indicated in Table 7 
below. 
 

Table 7: Breakdown of Investment Capital Items Cost Estimates  
 

Investment Capital Items / 
Year 

Amount – USD  

New factory building 457,500 

Plant and Equipment 1,531,929 

Pre-operational expenses 81,373 

Add Working Capital 433,213 

Total 2,504,015 
 

Detailed cost estimates of the expansion programme are shown in annexes 
1.1 and 1.2 which form part and parcel of this Business Plane. 

 

7.2 Basis of investment capital items cost estimates 
 

The basis of the investment capital items cost estimates is discussed below. 
 

(1) Civil works  

Cost estimates for the civil works – i.e. the extended factory building that 
will house the plant and machinery for the new steel tubing division 
products -are based on a contractor’s estimates, who is going to construct 
the building. There will be no new building for the plant and machinery 
that will be procured for the manufacture of reinforcement steel round 
bars with a compliance of British Standards as the existing building that 
accommodates machinery for the manufacture of non-British Standards 
compliance is sufficient to accommodate the required machinery for the 
Company’s new product. 

 
(2) Plant and machinery 

Cost estimates for plant and machinery for both the machinery for the 
manufacture of reinforcement steel round bars of British Stds compliance 
and steel tubing products are based on proforma invoices from M/s Avtar 
Foundry & Workshop of Mandi Gobindgarh – 147 301 (Punjab) INDIA. 
Local inland cost estimates for clearing the machinery from the port of Dar 
es Salaam, Tanzania and transporting to Arusha at the Company’s site 
are based on a proforma invoice from M/s Naibac Enterprises of Dar es 
Salaam, a registered Clearing and Forwarding Agent. 

 
(3) Preoperational expenses 

These expenses are based on current rates from financiers – in particular 
the CRDB Bank PLC.  
 

Except for preoperational expenses, all the other investment capital items 
cost estimates include an element of contingencies. 
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7.3 Initial Working capital cost estimates 

The initial working capital cost is estimated at USD 433,213/=. Details of these 
estimates are shown in annex 3.2, which is also attached to this project 
business plan. 

 
7.4 Proposed Financing Plan and source of funding 

(1) Financing plan 

The capital investment items costs for BSRML’s PD project are planned to be 
financed by way of both equity – self-generated funds and loan funds. Should 
the equity funds be inadequate to meet the initial working capital 
requirements, a bank overdraft is planned to be used to cover the gap. 
 

The funding  plan of the Company’s proposed PD project’s CIICE is indicated 
in Table 8 below. 
 

Table  8: Financing plan – USD: ‘000’ 
 

Type of funds USD: ‘000’ 

Equity - Self generated funds/Bank 

overdraft 

474,153  

Term Loan – equipment & O/D 2,029,862  

Total 2,504,015  

 
(2) Source of funds 

 
Following BSRML’s decision to proceed with the physical implementation of 
its proposed Products Diversification project, the Company is seeking a term 
loan of USD 1,599,862/= and a bank overdraft of USD 430,000/=from the 
CRDB Bank PLC.  

 
8.0 PROJECTED FINANCIAL RESULTS 

Financial projections have been prepared to see what the expected financial 
results are going to be like for a fifteen-year period of operations. The 
projections are based on various assumptions that are indicated in annexes 
2 to 4. Three of the main assumptions underlying the financial projections are 
discussed hereunder. 

 

8.1 Assumptions of the financial projections 

Three of the assumptions underlying the financial projections that are 
discussed here are those related to (1) market, (2) inflation and (3) production. 

 

(1) Market related assumptions: 

Based on the market for building materials, in particular steel reinforcement 
bars and steel tubing ones as described in chapter 4, it has been assumed 
that the demand/supply gap for these product  will remain in place during the 
whole fifteen-year period of BSRML’s PD project. Accordingly, the estimated 
quantity of its new products that the Company is expected to sell is as 
indicated in Table 9 below. 
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Table 9: BSRML’s expected sales quantities of its new products – metric 
tonnes: 
 
9.1 If the plant utilised in full capacity the project will employ a total number of 100 
employees for which distribution is as follows: 
 

 MEN WOMEN TOTAL 

LOCAL 85 10 95 

FOREIGN 5 - 5 

TOTAL 95 10 100 
 

The new project will also generate indirect employment through its subsectors, like 
transportation and  construction sectors. It is estimated over all there will be1000 to 
2000 indirect jobs will be generated. 
 
 

Products/Year 2023 2024 2025 -2036 

Reinforcement steel bars of British Stds 3,900 4,290 4,934 

Steel tubing products 3,900 4,290 4,934 
 

(2) Inflation related assumption: 
 

So as to reflect the impact of inflation on the expected financial results of 
BSRML’s PD project’s commercial operations once on stream as expected in 
early year 2022, an inflationary index based on an inflation rate of 1.50% has 
been factored into the financial projects. It is, however, pertinent to point out 
that, as per the latest Bank of Tanzania Monthly Economic Review of January 
2022, shows inflation decreased to 4.6% in December 2022 from 4.7 above 
rate of inflation factored into the financial projections is lower than that of 3.3% 
for July 2020 for the Tanzania economy. Furthermore this inflation rate has 
been assumed to apply for both revenues and operating costs. 
 

Arising from the above, the inflationary indices used in the financial 
projections are indicated in Table 10 hereunder. 

 

Table 10: Inflationary indices factored in the financial projections 
 

Year 

 

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 

Inflati

onary 

index 

1.00 1.02 1.03 1.05 1.06 1.08 1.09 1.11 1.13 1.14 1.16 1.18 1.20 1.21 
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(3) Production related assumptions: 

Typical of virtually all industrial manufacturing operations, the quantity of final 
products is dependent on several factors, such as, to mention only a few, the 
quality of input raw materials for the manufacture of the respective product, 
the recovery rate (efficiency) of the manufacturing  machinery as well as  the 
state of the market for the product in question. For the purpose of this 
business plan the loss of raw materials during the manufacturing process is 
10% for steel reinforcement bars – whether or not compliant to British 
standards while that of tubing products is at 2%. 
 

Furthermore, the planned input capacity utilization is as shown in Table 11 
below. The annual compound growth rate (CAGR) of this capacity utilisation 
has been assumed to be 10% and 15% for the 2nd and 3rd year of production 
respectively. Thereafter, the capacity utilisation has been planned to remain 
at the 3rd year’s level for all the remaining projected operational years of the 
PD project. 

 

Table 11: Planned input capacity utilization  
 

Year 2023 2024 2025-2037 

Planned input Capacity 
Utilization 

75.00% 82.50% 94.88% 

 
Finally, it is important at this juncture to point out that although it is the 
intention of BSRML to apply for a Certificate of Approved Enterprise for its PD 
project from the Tanzania Investment Centre (TIC) so as to get tax benefits, 
the projections have been prepared without these tax incentives due to time 
constraints. 

 

8.2 Expected financial results 

 

Detailed expected financial results of the operations of BSRML following the 
complete and successful implementation of its Products Diversification 
project are contained in appendices 1 to 7.  
 

Appendix 1 shows the projected profit and loss accounts. Appendix 2 details 
the projected cash flows. Appendix 3 indicates the projected balance sheets. 
Appendix 4 shows the internal rate of return (IRR) of the project. Appendix 5 
shows the profitability sensitivity analysis of the project. Appendix 6 is the 
payback period of the project. Appendix 7 indicates the Expected Key 
Financial Performance Indicators (EKFPIs) of the PD project. This appendix 
is reproduced here below as Table 12. 
 

Finally, as the PD project is only a diversification of the Company’s saleable 
products, meaning that the existing saleable products will continue to be 
produced, consolidated financial projections of the operations of the company 
have also been prepared for the period from year 2023 to year 2037. To this 
end, one set of financial projections for the existing operations and another 
for consolidated ones are also part of this Business plan. Schedule 5 shows 
the EKFPIs of the consolidated operations. This schedule is also reproduced 
hereunder as Table 12 
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YEAR

Invt Yr. 

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Planned Input Capacity Utilization % 75.00% 82.50% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88%

Total capital investment cost inclusive of incremental wking capital USD '000' 2,504        

Total Capital Employed USD '000' 2,374  2,230      2,737     2,924    3,127    3,356    3,598     3,851     4,262      4,834     5,420    6,022      6,637    7,267     

Equity Funds USD '000' 649     893        1,244     1,628    2,043    2,501    2,990     3,510     4,060      4,628     5,210    5,808      6,420    7,045     

Long term loan USD '000' 1,600  1,511      1,324     1,122    904       669      417        144        -         -        -        -          -        -         

Closing cash balance USD '000' (6)        312        590        931       1,270    1,605    1,939     2,272     2,752      3,385     4,024    4,671      5,325    5,988     

Revenue USD '000' 6,361  7,102      8,290     8,414    8,540    8,668    8,798     8,930     9,064      9,200     9,338    9,478      9,621    9,765     

Gross profit USD '000' 797     889        1,038     1,054    1,070    1,086    1,102     1,118     1,135      1,152     1,169    1,187      1,205    1,223     

Earnings before interest, tax, depreciation and amortization  (EBITDA) USD '000' 634     708        827        839       852       865      877        891        904        918        931       945         959       974        

Earnings before interest and tax (EBIT) USD '000' 404     503        643        675       705       749      775        799        823        846        867       888         909       928        

Earnings before tax (EBT) USD '000' 249     350        502        548       593       654      699        743        785        811        833       854         874       894        

Earnings after tax (EAT) USD '000' 174     245        351        384       415       458      489        520        550        568        583       598         612       626        

Profit margins

Gross profit margin 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52%

EBITDA margin 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97%

Earnings before interest and tax (EBIT) margin 6.35% 7.08% 7.76% 8.02% 8.25% 8.64% 8.81% 8.95% 9.08% 9.19% 9.29% 9.37% 9.44% 9.51%

Earnings before tax (EBT) margin 3.92% 4.92% 6.05% 6.51% 6.95% 7.55% 7.94% 8.32% 8.66% 8.81% 8.92% 9.01% 9.08% 9.15%

Earnings after tax (EAT) margin 2.74% 3.45% 4.24% 4.56% 4.86% 5.28% 5.56% 5.82% 6.06% 6.17% 6.24% 6.30% 6.36% 6.41%

Return on capital

Return on Capital employed (ROCE) 26.72% 31.76% 30.21% 28.70% 27.24% 25.76% 24.39% 23.13% 21.21% 18.98% 17.18% 15.70% 14.46% 13.40%

Return on equity (shareholders funds) - ROE 26.89% 27.39% 28.22% 23.56% 20.32% 18.31% 16.35% 14.81% 13.54% 12.27% 11.19% 10.29% 9.53% 8.88%

Loan service capacity

Loan interest cover 2.80    3.52       4.90       5.78      6.97      8.89     11.74     17.24     29.89      34.70     35.59    36.45      37.28    38.10     

Debt Service Coverage Ratio 0.93    2.38       1.87       2.07      2.06      2.05     2.05       2.04       3.80       26.95     27.23    27.54      27.86    28.20     

Gearing ratio

Debt/equity ratio 1.50    1.20       0.80       0.53      0.34      0.20     0.10       0.05       0.04       0.04       0.04      0.03        0.03      #DIV/0!

Viability criteria

Internal rate of return (IRR) 19.70%

Payback period is Years 6
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On the basis of assumptions mentioned above, the proposed project’s 
operations indicate that the investment is expected to be a cash-cow as it 
is expected to generate not only adequate cash to meet all its financial 
requirements but also surplus cash balances at the end of each financial 
year from the first year of its operations.  
 
Furthermore it is expected to have an after tax internal rate of return (IRR) 
of 19.70%, which is considered acceptable for a US dollar denominated 
loan.  This expected IRR is higher than the expected interest rate of the 
CRDB’s own funds of 7.50% p.a. So the project is considered viable and 
acceptable. 

 

8.3 Sensitivity Analysis 

Since the profitability of BSRML’s PDE project and that of the company as 
a whole may be affected by various factors within its operating 
environment, such as changes in compound annual growth rate (CAGR) 
of the demand for its steel products arising out of changes in market 
conditions or prices of its raw materials – e.g. scrap metal - a  sensitivity 
analysis has been carried out on the operations of the proposed PD project 
to find out which factors within its operating environment have greater 
impact on its profitability. The sensitivity analysis has considered changes 
in six factors, namely:- 
 

• selling prices of final steel product ; 

• operating costs; 

• capacity utilisation; 

• loss during manufacturing process; 

• compound annual growth rate of its capacity utilisation; and 

• number of working days per year 

 
The analysis has been done on the assumption that a change in any one 
of the six factors will happen mutually exclusive of the other five.  
 
The sensitivity analysis has shown that the profitability of the project is 
expected to be most sensitive to changes in operating costs, followed by 
changes in selling prices. Changes in number of working days per year and 
changes in capacity utilisation have the same effect and are third in having 
greater impact on its profitability. Changes in the rate of loss during the 
manufacturing process are fourth in their impact on its profitability. 
Changes in the compound annual growth rate of its capacity utilisation – or 
demand for its steel products have the least impact on the project’s 
profitability.  
 
The resultant IRR arising from a 10 % change in any of the above six 
factors are shown in Table 13 below: 
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rate of loss during the manufacturing process 
Table 13: Sensitivity Analysis Summary 
 

S. No. Particulars Resultant IRR 

 Base case 19.70% 

1 10% Increase in operating costs (4.64)% 

2 10% Decrease in selling price 4.12% 

3 10% Decrease in number of working days 17.78% 

4 10% Decrease in capacity utilisation  17.78% 

5 10% Decrease in CAGR of its capacity utilization  19.21% 

6 10% Increase in rate of losses during the cleaning 
process  

19.36% 

 
 
As competition intensifies, the possibility of selling prices being reduced 
becomes very real. Also during a lull in economic activities as at this time 
of the war in Ukraine and Russia, the selling price of building materials are 
likely to go up. 
 

Since the cost of utilities and other industrial inputs, metal scrap included, 
is somehow beyond the influence of consumers, there is also a real 
possibility of operating costs going up due to an increase in the cost of raw 
materials and inputs like theses ones. 
 
 Yet the reality of the Tanzanian economy is such that as the cost of raw 
materials and other inputs for manufactured goods rises, the selling prices 
of products made out of those materials and inputs also go up. Under the 
circumstances, it is almost a certainty that, should operating costs of the 
proposed project go up, the project would increase the selling prices of its 
products, thus substantially nullifying the negative impact of any increase 
in its operating costs. As for the changes in capacity utilisation – i.e. 
quantity of goods manufactured – subject to changes in the growth of 
economic activities, there is a probability of a reduction in capacity 
utilization of the plant and machinery of the proposed project. 
 
In context of the results of the sensitivity analysis the Management of 
BSRML is advised to be on the watch out on their operating costs, 
particularly their manufacturing costs.  

 
8.5 Bank Overdraft Request 

 
As stated in Chapter. Regarding financing part of the Capital Investment 
Items Cost Estimates (CIICE) of the Products Diversification (PD) project, 
BSRML is likely to resort to use a bank overdraft – estimated at USD 430 
thousand. The main reason for this quantum of bank overdraft arises from 
the need for the company to have a minimum stock of imported H. R. coils 
raw material that is sufficient for a period of three months at all times.  
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9.0 ECONOMIC IMPACT 

The economic impact of implementing BSRML’s Products Diversification 
project to Tanzania is expected to be positive. The project’s operations are 
expected to impact positively in three economic aspects. These are:- 

• direct employment generation; 

• tax payments to the government; and 

• economic multiplier effects 
 
Each of these aspects is briefly described hereunder. 

 
9.1 Direct Employment 

The project is expected to provide direct employment for at least 50. 
 
9.2 Government revenue 

As the operations of the proposed project are expected to be undertaken 
in a profitable manner, BSRML is expected to generate various taxes for 
the Government, in particular income taxes which as per appendix 1 are 
projected to increase from USD 0.075 million during the first year of its 
operations - i.e. year 2023 to USD 0.268 million in the fourteenth year of 
its projected operational period. 

 
9.3 Multiplier effects 

In addition to the direct economic effects stated above, BSRML’s proposed 
PD project’s operations are expected to generate various economic 
multiplier effects within the country’s economy. These include – to mention, 
just two of them, i.e. (a) boosting the incomes of local suppliers of raw metal 
steel scrap and (b) saving foreign currency for imports of building materials 
-  metal bars that are compliant to British Standards. 
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10.0 ENVIRONMENTAL IMPACT 

The project is considered and expected to be environmentally friendly as 
described below. 

 
10.1 Environmental impact during the implementation period 

During the implementation of the project – i.e. when construction of the 
building for the steel tubing division as well as installation of machinery, 
there will be some negative environmental pollution of basically two types, 
namely:- 

• noise; and 

• dust from the construction and installation activities. 
 
As the construction and other associated activities will be carried on in a 
manner that is approved by relevant Arusha City authorities, whatever 
noise and dust arising from these activities is tolerable and acceptable and 
usually of a short duration. Typical of construction activities, there will be 
protection of the areas under construction so that whatever waste of 
materials is retained within the site until completion of these activities when 
such waste will be carted away for dumping to locations specifically set up 
by municipal authorities to accommodate such waste. 
 
Furthermore, the nature of this project is such that during its 
implementation, it not expected to lead to heavy excavation of the plot on 
which it will be located. Due to this the establishment of the project on the 
identified site is not going to lead to natural calamities – e.g. flooding due 
to blockage of water from any direction of its neighbourhoods that passes 
through that site. 
 
Accordingly, save for the noise and dust caused during its implementation, 
the impact of its construction activities to the environment may also be 
billed as friendly.  

 
10.2 Environmental impact during operations 

When the project becomes operational, there will hardly be any negative 
environmental impact as there will likewise be very little dust and noise 
during the operation of the mills. Any waste from the foundry is recycled. 
 
Liquid waste will be disposed of by way of approved sewage disposal 
system – namely, that of soak and cess pits.  Solid waste will be collected 
and periodically picked up by refuse trucks of either the Municipality or any 
other authorised refuse collectors for dumping at various approved 
municipal refuse dump pits. 

 
11.0 RISK FACTORS 

As in the case of sensitivity analysis, within their operating environments, 
businesses also face various risks that are beyond their control, which if 



25 
 

not properly dealt with may negatively impact on their profitability. So as to 
enable BSRML’s Management to know what risks the company is likely to 
face and how to deal with such risks, in the event they occur, an analysis 
has been carried out to find out the risks that BSRML business operations 
face and probable mitigation measures that may be applied to either 
minimize or neutralize or completely avoid such negative impact. 
 

11.1 Risks BSRML is likely to face 

For BSRML, the risks that its operations may face and the measures to 
mitigate their negative impact are stated in in the table below. 
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Table 17: Risks that BSRML is likely to face and attendant measures to mitigate their adverse impact on its operations 
 

RISKS MEASURES TO MITIGATE ADVERSE IMPACT 

1. Economic  
(a) A recession – locally or source countries of its customers 

If a recession sets in a country’s economy, it reduces economic activities within the country’s 
economy thus reducing the purchasing power of the people. This lowers demand for goods 
and services, which in turn leads to a slump in business’ profitability, including BSRML’s.  

(b) Hyper inflation 
Severe inflation also stifles the people’s purchasing power thus reducing their demand for 
various products and services. The economic impact of hyperinflation if it sets in would be 
the same as those of an economic recession. 

(a) Build internal capacity to control operating costs so that BSRML’s 
operations are not too badly affected by low demand for its 
products/services. 

(b) Diversify the types of its clientele as a hedge against a recession 
since the impact of a recession is not the same for all clients. 

(c) Carry out a review of its tariffs with a view of lowering them to a 
level that results in continuing with its operations profitably by way 
of getting more customers. 

2. Strategic 
Strategic risks are those arising from changes in government 
measures/policies that lead to negative impact on the business 
prospects of commercial enterprises such as BSRML. For example 
the government may introduce fiscal measures that impinge on the 
capacity of a commercial enterprise to sustain its profitability– e.g. 
categorising expenses that were previously tax allowable as no 
longer tax allowable. 

(a) If an anti-business measure is introduced, with the support of industry/trade associations – 
e.g. the Tanzania Chamber of Commerce, Industry and Agriculture (TCCIA)  – the affected 
enterprise, say BSRML, would have to engage the Government with a view of retracting such 
measure(s). 

(b) Business entities such as BSRML have the obligation to behave as good corporate citizens 
and fulfil  their responsibilities to government – e.g. paying their due taxes  - and within their 
communities, thus dissuading the government from changing its pro-business 
measures/policies to anti- business ones. 

3. Industry  
The major industry risk is that of competition from other industry operators/enterprises particularly in areas like 
that of tariffs for, and quality of, services provided both of which affect levels of demand for the business’s 
products. In the maize flour manufacturing industry,  selling prices and quality of products are sensitive issues. If 
there is an oversupply of flour, there is usually a downward pressure to reduce tariffs so as to get more customers. 
A reduction in flour selling prices could result in an adverse impact on revenues and profitability if not followed by 
an increase in customers – the sensitivity analysis has shown that lowering of selling prices of flour is the second 
factor in negatively impacting on a flour miller. 

(a) Undertaking effective marketing in line with the 
marketing strategies mentioned in the marketing 
section; 

(b) Management to be more resourceful in how to 
motivate its human resources for them to raise 
their productivity at minimum cost so as to lower 
overall operating costs. 

4. Financial 
The major financial risk for BSRML is that of currency exchange rate risk. Since 
the company is not a foreign currency earner, some of its operating costs  - e.g. 
imported spare parts for its machinery - may escalate due to the depreciation of 
the Tanzania shilling against the USD, causing the undertaking to suffer 
exchange losses.  

(a) Management to devise a pricing policy of cost plus or something similar to this 
which enables the company to have capacity at all times to operate profitably. 

(b) To put in place a practice that allows very little credit to its patrons/customers so 
that its liquidity is high to the extent of enabling it to reinvest part of its spare 
cash in short term monetary instruments to cover any exchange losses that may 
occur. 

5. Political, social, and religious disturbances To fend off disturbances of a political, social or religious nature and so maintain peace and 
stability in the country, it is incumbent upon business entities to contribute positively to the 
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Disturbances – whether political, social or religious – harm business as 
they create insecurity within the populace, thus leading to people to 
reduce their momentum for engaging in economic activities. 

sustenance of a country’s peaceful and stable environment. One way of doing this is to 
contribute to improve the living standards of most disadvantaged communities – e.g. giving 
donations to such communities. 
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11.2 Conclusions 

In the pre-internet era, the probability of any of the above risks occurring in 
Tanzania during the life time of an enterprise appeared remote. However, 
following the world globalisation – since the internet era set in – the 
probability of any of the above risks occurring in the country is classified as 
either HIGH, or MEDIUM or LOW. 
 
In the context of the above, the probability of, for example, risk no. 1 (a) 
occurring in Tanzania may be classified as high+, due to the status of the 
economies of the countries it mostly trades with. The world economic 
recession that hit most countries in year 2008 has shown that an economic 
recession that occurs in an overseas country’s economy which is a major 
trading partner with other could spill over to the economies of its trading 
partners too. Equally, risk no. 2 could at present be classified as medium– 
as currently the government is undertaking quite costly infrastructural 
projects that need substantial public funding to implement. On the other 
hand, the probability of risk no. 3 happening in Tanzania may currently be 
classified as low. This is due to the ever-growing country’s population 
which required shelter for their residences and offices for those opting to 
become entrepreneurs. 
 
Arising from the above paragraph, it is therefore important for businesses 
like BSRML to have in place at all times measures to counter the impact of 
the occurrences of any of the risks mentioned herein above. To this end 
BSRML’s management is advised to devise measures to guard itself 
against or mitigate any adverse effects arising from the occurrence of any 
of the risks stated above during its operations. 
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12.0 SUCCESS FACTORS FOR THE PROPOSED PROJECT 

Three factors must be in place for the proposed project’s operations to 
succeed. These are first, availability of a market, second, availability of 
inputs as well as utilities; and thirdly sound management. Each of them is 
briefly explained hereunder. 

 

12.1 Market availability: 

The basis of going into business is the existence of a market for the  steel 
product or that a business is going to provide. 
  
Chapter 5 shows that inn Tanzania, the steel consumption growth is 
projected to grow even further in the future for two reasons: 
 

• It is spurred by rapid growth of cities population, engineering, 
transportation and electricity subsectors.  

• Tanzania’s steel consumption per capita is comparatively low and 
therefore there is room for growth. 

 

In view of the foregoing, the company should expect to realise the 
projected financial results stated in chapter 11 herein above. 

 

12.2 Inputs and utilities availability: 

The crucial inputs and utilities for the success of BSRML’s PD project are 
raw materials - i.e. metal for its reinforcement steel bars of British Stds and 
H.R. coils for its steel tubing division. While scrap metal is available locally 
in adequate quantities, what matters is its final delivery to the factory 
particularly where heavy scrap metal is involved. As for the H. R. coils 
which are imported, there is assurance the company will get them as its 
sister company - the Bansal Transport Limited (BTL)  - earns nearly 60% 
of its revenue in foreign currency. So BSRML is expected to enter into an 
arrangement for the former to procure some of its H.R. coils. 
 
To hedge itself against electricity outages from the national grid and 
pending the materialization of the Stiegler’s gorge massive electricity 
generation project by the Tanzania government, the company already has 
a standby generator that serves its electricity power requirements 
whenever electricity from the national grid is out for a sufficient time to 
finalise whatever raw materials that had already started being processed. 
 

All in all therefore, BSRML is not expected to experience any problems in 
sourcing its inputs and utilities. 
 

12.3 Sound management: 

That BSRML is managed soundly is a fact not in doubt as the company is 
headed by a board of directors that has proven itself to be sound managers 
of their existing business.  
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13.0 CONCLUSION AND RECOMMENDATIONS 

In the context of what has been stated regarding BSRML’s proposed PD 
project in the foregoing chapters of this write-up, it may be concluded and 
recommended as under. 

 
13.1 Conclusions 

It is apparent from the foregoing chapters that the proposed PD project is 
expected to be profitable. There is also an ample market for its products.  
The project is also commercially viable as it is expected to be a cash-cow 
that ends with positive cash balance yearly from the second year of its 
become operational. 
 
The project, if successfully implemented, is expected to have an internal 
rate of return of 18.54% that is considered accepted. 

 
The economic impact for implementing and operating the project is also 
positive. 
 
Lastly and most important, the operations of the project are also friendly to 
the environment. 
 

13.2 Recommendations 

As the project analysis shows that the proposed project is technically 
sound, commercially, economically and financially viable as well as 
environmentally friendly,    it is recommended BSRML’s PD project be 
implemented as described herein above so as to realise its expected 
benefits. 
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BANSAL STEEL ROLLING MILLS LIMITED Annex 1.1

MILD STEEL TUBE MILL PLANT

CAPITAL INVESTMENT ITEMS COST ESTIMATES (CIICE)

INVESTMENT YEAR 2022

USD/TZS EXCHANGE RATE

As per CRDB Bank Plc on 05.058.2022 Sg rate: USD 1 TZS 2,345               

1.0 BUILDING FOR STEEL TUBING PLANT AND EQUIPMENT

# of Sets /Units 

/Size /Sq. m

Cost/Set / Sq. 

m: USD

Total Cost: 

USD: '000'

Buillding construction cost - as per BoQs 457.50       

Total Building Construction cost 457.50         

2.0  EQUIPMENT FOR THE STEEL ROLLING MILL

2.1 Plant and equipment for Steel Rolling Mill (British Std Rd Bars) - as per proforma invoice no: AFW/2019-20/041

(i) 260mm Double Drive Equipment 1 -              

(ii) TMT Quenching System, water pumps, cooling tower and Air Compressor 1 -              

(iii) Erection and commissioning - above machinery 2 -              

CIF DSM price 485.35         

Add: D'Salaam port clearance and transport to site charges

(a) Shipping charges delivery order - per bill of lading - USD 150 No. of bills of lading 1 0.15             

(b) Container deposit - per container USD 1,000            No. of containers 1 1.00             

(c) Wharfage - as a percent of TRA Customs value @ CIF Value*130% 1.60% 0.01             

(d) Railway Development Levy - as a percent of TRA Customs value @ CIF Value*130% 0.60% 0.004           

(e) Customs processing fees - as a percent of TRA Customs value @ CIF Value*130% 0.60% 0.004           

(f) Verification of goods - per 40ft container USD 400 No. of 40ft containers 1.00 0.40             

(g) TPA handling charges -  USD per container and VAT @ 18% 8.26 No. of 40ft containers 1.00 0.01             

(h) TPA Corridor levy per container USD 6 No. of 40ft containers 1.00 0.01             

(i) Transpot cost from D'Salaam to Arusha/per 40ft container: TZS 3,200,000     No. of 40ft containers 1.00 1                  

(j) Agency fees per 40ft container               TZS 600,000        No. of 40ft containers 1.00 0                  

(k) Miscellaneous charges per container TZS 250,000        No. of 40ft containers 1.00 0.11             

Subtotal additional port clearing charges 3.31             

Total plant and machinery no.2.1 489              
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BANSAL STEEL ROLLING MILLS LIMITED Annex 1.2

MILD STEEL TUBE MILL PLANT

CAPITAL INVESTMENT ITEMS COST ESTIMATES (CIICE)

INVESTMENT YEAR 2022

2.2 Plant and equipment for  Steel Rolling Mill Tube products and H.F. Welder - as per proforma invoice no: AFW/2020-21/0417

An array of various pieces of equipment 1 Various 1,038           

CIF DSM price 1,038           

Add: D'Salaam port clearance and transport to site charges

(a) Shipping charges delivery order - per bill of lading - USD 150 No. of bills of lading 1 0.15             

(b) Container deposit - per container USD 1,000            No. of containers 2 1.00             

(c) Wharfage - as a percent of TRA Customs value @ CIF Value*130% 1.60% 0.02             

(d) Railway Development Levy - as a percent of TRA Customs value @ CIF Value*130% 0.60% 0.01             

(e) Customs processing fees - as a percent of TRA Customs value @ CIF Value*130% 0.60% 0.01             

(f) Verification of goods - per 40ft container USD 400 No. of 40ft containers 2.00 0.80             

(g) TPA handling charges -  USD per container and VAT @ 18% 8.26 No. of 40ft containers 2.00 0.02             

(h) TPA Corridor levy per container USD 6 No. of 40ft containers 2.00 0.01             

(i) Transpot cost from D'Salaam to Arusha/per 40ft container: TZS 3,200,000     No. of 40ft containers 2.00 2.73             

(j) Agency fees per 40ft container               TZS 600,000        No. of 40ft containers 2.00 0.51             

(k) Miscellaneous charges per container TZS 250,000        No. of 40ft containers 2.00 0.21             

Subtotal additional port clearing charges 5.47             

Total plant and machinery no.2.3 1,043           

Total Cost of machinery at factory site - Arusha 1,532           

Total Cost of machinery fully installed ready to start commercial production 1,532           

Total Fixed Investment Capital Items Cost Estimates (FICICE) of the modernisation and expansion project: 1,989           
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BANSAL STEEL ROLLING MILLS LIMITED Annex 1.3

MILD STEEL TUBE MILL PLANT

CAPITAL INVESTMENT ITEMS COST ESTIMATES (CIICE)

INVESTMENT YEAR 2022

3.0 PRE-OPERATIONAL EXPENSES

Total Cost: 

USD: '000'

3.1 Project preparation

Conceptualisation and preparation of project 3                  

3.2 Fund mobilisation

(1) Loan amount approved: USD: '000'

Loan amount approved as a % of FICICE                  0.57 1,599.86         

Total Term loan 1,599.86         

(2) Finance mobilisation costs

Appraisal fees - as a % of loan approved plus VAT @ 18% 1.18% 19                

2.3 Loan Interest During the Project's Physical Implementation Period (LIDPPIP)

Expected loan disbursement date beg July 2022

Arrival date of machinery at Arusha Sep-22

Project physical implementation period from date of loan disbursement date to start of commercial production is : Months -Jul/Dec 6

Rate of loan Interest p.a. is 7.50%

Loan Interest During the Project's Physical Implementation Period (LIDPPIP) 60                

Total Pre-operational expenses 81                

SUMMARY OF CAPITAL INVESTMENT ITEMS COST ESTIMATES (CIICE)

Total Cost: 

USD: '000'

(1) Investment capital items cost estimates (ICICE)

Building               458 

Plant and equipment 1,532           

Pre-operational expenses 81                

Subtotal 2,071           

(2) Add: Working capital

Incremental working capital 433              

Total:Capital Investment Items Cost Estimates 2,504           

PROPOSED FINANCING PLAN

Type of funds Proportion %

Total Cost: 

USD: '000'

-                  -              

Euity Loan 18.94% 474              

Term loan/OD 81.06% 2,030           

Total 100.00% 2,504           
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BANSAL STEEL ROLLING MILLS LIMITED Annex 2

MILD STEEL TUBE MILL PLANT

REVENUE OPERATING  ASSUMPTIONS

YEAR

Inv't 

Yr: 

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

1. Production days annually

(a) Steel Rolling mill - British Standard reinforcement round bars  260 260 260 260 260 260 260 260 260 260 260 260 260 260 260

(b) Steel Tubing mill - steel tubing products 260 260 260 260 260 260 260 260 260 260 260 260 260 260 260

2.Rolling  Mill machinery rated capacity per 24 hours

(a) Steel Rolling mill - British Standard reinforcement round bars  M Tons 20

(b) Steel Tubing mill - steel tubing products M Tons 20

(a) Initial start up PPCU %age for the year 2023 75.00%

(b) Compound Annual Growth Rate (CAGR) of PPCU %age for year 2024 10.00%

(c) CAGR of PPCU %age for year 2025 15.00%

(d) CAGR of PPCU %age for years 2026 to 2030 0.00%

Thus the annuual planned capacity utilisation %ages of the project is: 75.00% 82.50% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88%

4. Output quantity of Steel Products products

(a) Steel Rolling mill - new products

Steel British Standard reinforcement round bars of various sizes MT 3,900  4,290  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  

(b) Steel Tubing mill - new/modernisation

Steel tubing products of various types MT 3,900  4,290  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  4,934  

Total metric tons produced 7,800  8,580  9,867  9,867  9,867  9,867  9,867  9,867  9,867  9,867  9,867  9,867  9,867  9,867  

5. Revenue

5.1 Inflationary index

Annual inflation: 1.50%

Inflationary index 1.00    1.02    1.03    1.05    1.06    1.08    1.09    1.11    1.13    1.14    1.16    1.18    1.20    1.21    

5.2 Sales revenue

Price/T

on: 

USD USD: '000'

(a) Steel round bars of various sizes 777      3,030  3,383  3,949  4,008  4,069  4,130  4,192  4,254  4,318  4,383  4,449  4,515  4,583  4,652  

(b) Steel tubing products of various types 854      3,331  3,719  4,341  4,406  4,472  4,539  4,607  4,676  4,746  4,817  4,890  4,963  5,037  5,113  

Total Sales Revenues 6,361  7,102  8,290  8,414  8,540  8,668  8,798  8,930  9,064  9,200  9,338  9,478  9,621  9,765  

3. Planned Production Capacity Utilisation (PPCU) % for both expansion and 

modernisation SRM divisions

Production days annually
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BANSAL STEEL ROLLING MILLS LIMITED Annex 3.1

MILD STEEL TUBE MILL PLANT

OPERATING COSTS ASSUMPTIONS

YEAR 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

1. Inflationary index

Annual inflation: 1.50%

Inflationary index 1.00   1.02   1.03   1.05   1.06   1.08   1.09   1.11   1.13   1.14   1.16   1.18   1.20   1.21   

3. DIRECT PRODUCTION COSTS

3.1 Raw materials

(1) Steel Rolling Mill's products raw materials

Basic raw materials - steel and iron metal scrap

Loss during production process 10.00%

Quantity of iron metal scrap required to obtain planned steel round bars is: MT 4,290 4,719 5,427 5,427 5,427 5,427 5,427 5,427 5,427 5,427 5,427 5,427 5,427 5,427 

(2) Steel Tubing Mill's products raw materials

Basic raw materials - HR Coils

Loss during production process 2.00%

Quantity of H R coils required to meet planned round steel tubing products is: MT 3,978 4,376 5,032 5,032 5,032 5,032 5,032 5,032 5,032 5,032 5,032 5,032 5,032 5,032 

(3) Cost of raw materials 

Price/MT: 

USD USD: '000'

Local steel/iron metal scrap 214          919    1,026 1,198 1,216 1,234 1,253 1,272 1,291 1,310 1,330 1,350 1,370 1,391 1,411 

Imported H R coils 600          2,387 2,665 3,111 3,157 3,205 3,253 3,301 3,351 3,401 3,452 3,504 3,557 3,610 3,664 

Total cost of raw materials 3,306 3,691 4,309 4,373 4,439 4,506 4,573 4,642 4,711 4,782 4,854 4,927 5,000 5,075 

3.2 Factory production costs

Based on turnover from previous experience

Labour 4.00% 254    284    332    337    342    347    352    357    363    368    374    379    385    391    

Factory utilities (electricity and water) 16.00% 1,018 1,136 1,326 1,346 1,366 1,387 1,408 1,429 1,450 1,472 1,494 1,517 1,539 1,562 

Total 20.00% 1,272 1,420 1,658 1,683 1,708 1,734 1,760 1,786 1,813 1,840 1,868 1,896 1,924 1,953 

4. INDIRECT PRODUCTION EXPENSES

Based on  turnover from previous experience

Consumable items 11.50% 732    817    953    968    982    997    1,012 1,027 1,042 1,058 1,074 1,090 1,106 1,123 

Repair  & Maintanance  - Factory 1.00% 64      71      83      84      85      87      88      89      91      92      93      95      96      98      

LPG & Oxygen expenses 0.70% 45      50      58      59      60      61      62      63      63      64      65      66      67      68      

Factory expenses 1.00% 64      71      83      84      85      87      88      89      91      92      93      95      96      98      

Transport, Loading & Offloacling  expenses 1.30% 83      92      108    109    111    113    114    116    118    120    121    123    125    127    

Total 15.50% 986    1,101 1,285 1,304 1,324 1,344 1,364 1,384 1,405 1,426 1,447 1,469 1,491 1,514 

Total Cost of Production 5,564 6,213 7,252 7,360 7,471 7,583 7,697 7,812 7,929 8,048 8,169 8,291 8,416 8,542 

5. COMPANY INDIRECT OPERATING OVERHEADS

Based on turnover from previous experience

Administration 1.50% 95      107    124    126    128    130    132    134    136    138    140    142    144    146    

Insurance 0.15% 10      11      12      13      13      13      13      13      14      14      14      14      14      15      

Utilities - other than factory 0.05% 3        4        4        4        4        4        4        4        5        5        5        5        5        5        

Repair and maintenance - other than factory 0.05% 3        4        4        4        4        4        4        4        5        5        5        5        5        5        

Marketing 0.75% 48      53      62      63      64      65      66      67      68      69      70      71      72      73      

Normal finance charges 0.05% 3        4        4        4        4        4        4        4        5        5        5        5        5        5        

Total indirect operating overheads 2.55% 162    181    211    215    218    221    224    228    231    235    238    242    245    249    

USD: '000'
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BANSAL STEEL ROLLING MILLS LIMITED Annex 3.2

MILD STEEL TUBE MILL PLANT

OPERATING COSTS ASSUMPTIONS

YEAR 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

6. WORKING CAPITAL SCHEDULE

ITEM BASIS PERIOD DURATION USD: '000'

STOCKS

Raw materials

Round bars line Raw materials costs Month 0.5 38      43      50      51      51      52      53      54      55      55      56      57      58      59      

Tubing line Raw materials costs Month 0.25 50      56      65      66      67      68      69      70      71      72      73      74      75      76      

Subtotal Raw materials 88      98      115    116    118    120    122    124    125    127    129    131    133    135    

Consumable items Consumable items costs Month 1 61      68      79      81      82      83      84      86      87      88      89      91      92      94      

LPG & Oxygen expenses LPG & Oxygen expenses Month 1 4        4        5        5        5        5        5        5        5        5        5        6        6        6        

Finished products Total cost of production Month 0.25 116    129    151    153    156    158    160    163    165    168    170    173    175    178    

Total stocks 269    300    350    355    361    366    372    377    383    389    394    400    406    412    

DEBTORS

Sales revenue Total revenue Month 0.5 265    296    345    351    356    361    367    372    378    383    389    395    401    407    

TOTAL STOCKS AND DEBTORS 534    596    695    706    717    727    738    749    760    772    783    795    807    819    

Less: CREDITORS

Direct factory production costs Month 0.5 53      59      69      70      71      72      73      74      76      77      78      79      80      81      

Indirect factory production expenses Month 0.5 41      46      54      54      55      56      57      58      59      59      60      61      62      63      

Indirect operating overheads except insurance Month 0.5 6        7        8        8        9        9        9        9        9        9        9        9        10      10      

TOTAL 100    112    131    133    135    137    139    141    143    145    147    150    152    154    

NET WORKING CAPITAL 433    484    565    573    582    590    599    608    617    627    636    646    655    665    

CHANGE IN WORKING CAPITAL 433    50      81      8        9        9        9        9        9        9        9        10      10      10      

7. FIXED ASSETS DEPRECIATION SCHEDULE USD: '000'

Gross Fixed Assets

Building 458    458    458    458    458    458    458    458    458    458    458    458    458    458    

Plant and equipment 1,532 1,532 1,532 1,532 1,532 1,532 1,532 1,532 1,532 1,532 1,532 1,532 1,532 1,532 

Preoperational expenses 81      81      81      81      81      81      81      81      81      81      81      81      81      81      

TOTAL 2,071 2,071 2,071 2,071 2,071 2,071 2,071 2,071 2,071 2,071 2,071 2,071 2,071 2,071 

Annual depreciation Method Rate p.a.

Building WDV 5.00% 23      22      21      20      19      18      17      16      15      14      14      13      12      12      

Plant and equipment WDV 12.50% 191    168    147    128    112    98      86      75      66      58      50      44      39      34      

Preoperational expenses Straight line 20.00% 16      16      16      16      16      -     -     -     -     -     -     -     -     -     

TOTAL 231    206    184    164    147    116    103    91      81      72      64      57      51      45      

Accumulated depreciation

Building 23      45      65      85      103    121    138    154    169    184    197    210    223    234    

Plant and equipment 191    359    506    634    746    844    930    1,006 1,071 1,129 1,179 1,223 1,262 1,296 

Preoperational expenses 16      33      49      65      81      81      81      81      81      81      81      81      81      81      

TOTAL 231    436    620    784    931    1,047 1,150 1,241 1,322 1,394 1,458 1,515 1,566 1,611 

Net fixed assets

Building 435    413    392    373    354    336    319    304    288    274    260    247    235    223    

Plant and equipment 1,340 1,173 1,026 898    786    688    602    526    461    403    353    309    270    236    

Preoperational expenses 65      49      33      16      -     -     -     -     -     -     -     -     -     -     

TOTAL 1,840 1,635 1,451 1,287 1,140 1,024 921    830    749    677    613    556    505    459    

8. Bank Overdraft Utilization

Bank overdraft facility limit in TZS: Mins 1,016      Equivalent in USD: '000' 433          
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Average monthly bank overdraft utilised - as a % of facility limit 75%

Rate of bank overdraft  interest p.a.  7.50%

Annual bank overdraft interest charged is USD: '000' 24      24      24      24      24      24      24      24      24      24      24      24      24      24      

Cost of renewing bank overdraft - as a % of bank limit plus VAT 2.36% USD: '000' 10      10      10      10      10      10      10      10      10      10      10      10      10      10      
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BANSAL STEEL ROLLING MILLS LIMITED Annex 4.1

MILD STEEL TUBE MILL PLANT

LOAN REPAYMENT SCHEDULE

1. Loan Particulars

Principal loan disbursed USD: ''000' 1,599.86       

Grace period of the loan - from first disbursement date Months 24                 

Loan is repaid monthly on an annuity basis w.e.f. end of the first month after the end of the grace period

Loan principal is paid monthly in arrears 

Number of loan instalments 84                 

Rate of interest p.a. 7.50%

Monthly loan interest is 0.63%

So loan repayment schedule is as shown hereunder USD: ''000'

Year / 

Month

Loan 

principal 

opening 

balance

Monthly Loan 

instalment 

paid

Loan 

principal 

o/s during 

the month

Monthly 

Loan 

interest 

paid

Monthly 

Loan 

principal 

paid

Loan 

principal 

o/s closing 

balance

 Annual 

loan 

interest 

paid 

 Annual loan 

principal 

paid 

2023

January 1,600         1,600         10.00     1,600         

February 1,600         1,600         10.00     1,600         

March 1,600         1,600         10.00     1,600         

April 1,600         1,600         10.00     1,600         

May 1,600         1,600         10.00     1,600         

June 1,600         1,600         10.00     1,600         

July 1,600         1,600         10.00     1,600         

August 1,600         1,600         10.00     1,600         

September 1,600         1,600         10.00     1,600         

October 1,600         1,600         10.00     1,600         

November 1,600         1,600         10.00     1,600         

December 1,600         1,600         10.00     1,600         120            -                

2024

January 1,600         1,600         10.00     1,600         

February 1,600         1,600         10.00     1,600         

March 1,600         1,600         10.00     1,600         

April 1,600         1,600         10.00     1,600         

May 1,600         1,600         10.00     1,600         

June 1,600         1,600         10.00     1,600         

July 1,600         25                  1,600         10.00     14.54     1,585         

August 1,585         25                  1,585         9.91       14.63     1,571         

September 1,571         25                  1,571         9.82       14.72     1,556         

October 1,556         25                  1,556         9.72       14.81     1,541         

November 1,541         25                  1,541         9.63       14.91     1,526         

December 1,526         25                  1,526         9.54       15.00     1,511         119            89                 

2025

January 1,511                   25 1,511         9.45       15.09     1,496         

February 1,496                   25 1,496         9.35       15.19     1,481         

March 1,481                   25 1,481         9.26       15.28     1,466         

April 1,466                   25 1,466         9.16       15.38     1,450         

May 1,450                   25 1,450         9.06       15.47     1,435         

June 1,435                   25 1,435         8.97       15.57     1,419         

July 1,419                   25 1,419         8.87       15.67     1,404         

August 1,404                   25 1,404         8.77       15.77     1,388         

September 1,388                   25 1,388         8.67       15.87     1,372         
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October 1,372                   25 1,372         8.57       15.96     1,356         

November 1,356                   25 1,356         8.47       16.06     1,340         

December 1,340                   25 1,340         8.37       16.16     1,324         107            187               
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BANSAL STEEL ROLLING MILLS LIMITED Annex 4.2

MILD STEEL TUBE MILL PLANT

Loan repayment schedule

USD: ''000'

Year / 

Month

Loan 

principal 

opening 

balance

Monthly Loan 

instalment 

paid

Loan 

principal 

o/s during 

the month

Monthly 

Loan 

interest 

paid

Monthly 

Loan 

principal 

paid

Loan 

principal 

o/s closing 

balance

 Annual 

loan 

interest 

paid 

 Annual loan 

principal 

paid 

2026

January 1,324                   25 1,324         8.27       16.27     1,307         

February 1,307                   25 1,307         8.17       16.37     1,291         

March 1,291                   25 1,291         8.07       16.47     1,275         

April 1,275                   25 1,275         7.97       16.57     1,258         

May 1,258                   25 1,258         7.86       16.68     1,241         

June 1,241                   25 1,241         7.76       16.78     1,225         

July 1,225                   25 1,225         7.65       16.89     1,208         

August 1,208                   25 1,208         7.55       16.99     1,191         

September 1,191                   25 1,191         7.44       17.10     1,174         

October 1,174                   25 1,174         7.34       17.20     1,156         

November 1,156                   25 1,156         7.23       17.31     1,139         

December 1,139                   25 1,139         7.12       17.42     1,122         92              202               

2027

January 1,122         25                  1,122         7.01       17.53     1,104         

February 1,104         25                  1,104         6.90       17.64     1,087         

March 1,087         25                  1,087         6.79       17.75     1,069         

April 1,069         25                  1,069         6.68       17.86     1,051         

May 1,051         25                  1,051         6.57       17.97     1,033         

June 1,033         25                  1,033         6.46       18.08     1,015         

July 1,015         25                  1,015         6.34       18.20     997            

August 997            25                  997            6.23       18.31     978            

September 978            25                  978            6.11       18.42     960            

October 960            25                  960            6.00       18.54     941            

November 941            25                  941            5.88       18.66     923            

December 923            25                  923            5.77       18.77     904            77              218               

2028

January 904                      25 904            5.65       18.89     885            

February 885                      25 885            5.53       19.01     866            

March 866                      25 866            5.41       19.13     847            

April 847                      25 847            5.29       19.25     828            

May 828                      25 828            5.17       19.37     808            

June 808                      25 808            5.05       19.49     789            

July 789                      25 789            4.93       19.61     769            

August 769                      25 769            4.81       19.73     750            

September 750                      25 750            4.68       19.85     730            

October 730                      25 730            4.56       19.98     710            

November 710                      25 710            4.44       20.10     690            

December 690                      25 690            4.31       20.23     669            60              235               

2029

January 669                      25 669            4.18       20.36     649            

February 649                      25 649            4.06       20.48     629            

March 629                      25 629            3.93       20.61     608            

April 608                      25 608            3.80       20.74     587            

May 587                      25 587            3.67       20.87     566            

June 566                      25 566            3.54       21.00     545            

July 545                      25 545            3.41       21.13     524            
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August 524                      25 524            3.28       21.26     503            

September 503                      25 503            3.14       21.40     482            

October 482                      25 482            3.01       21.53     460            

November 460                      25 460            2.87       21.66     438            

December 438                      25 438            2.74       21.80     417            42              253               

BANSAL STEEL ROLLING MILLS LIMITED Annex 4.3

MILD STEEL TUBE MILL PLANT

Loan repayment schedule

USD: '000'

Year / 

Month

Loan 

principal 

opening 

balance

Monthly Loan 

instalment 

paid

Loan 

principal 

o/s during 

the month

Monthly 

Loan 

interest 

paid

Monthly 

Loan 

principal 

paid

Loan 

principal 

o/s closing 

balance

 Annual 

loan 

interest 

paid 

 Annual loan 

principal 

paid 

2030

January 417            25                  417            2.60       21.94     395            

February 395            25                  395            2.47       22.07     373            

March 373            25                  373            2.33       22.21     350            

April 350            25                  350            2.19       22.35     328            

May 328            25                  328            2.05       22.49     305            

June 305            25                  305            1.91       22.63     283            

July 283            25                  283            1.77       22.77     260            

August 260            25                  260            1.63       22.91     237            

September 237            25                  237            1.48       23.06     214            

October 214            25                  214            1.34       23.20     191            

November 191            25                  191            1.19       23.35     168            

December 168            25                  168            1.05       23.49     144            22              272               

2030

January 144                      25 144                        1            24 120            

February 120                      25 120                        1            24 97              

March 97                        25 97                          1            24 73              

April 73                        25 73                          0            24 49              

May 49                        25 49                          0            24 24              

June 24                        25 24                          0            24 0                3.17           144               
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BANSAL STEEL ROLLING MILLS LIMITED Appendix 1

MILD STEEL TUBE MILL PLANT

PROJECTED PROFIT AND (LOSS) ACCOUNTS FOR YEARS ENDING ON 31ST DECEMBER .. USD: '000'

Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Reference

REVENUES

Steel British Standard reinforcement round bars Annex 2: 3,030 3,383 3,949 4,008 4,069 4,130 4,192 4,254 4,318 4,383 4,449 4,515 4,583 4,652     

Steel tubing products Annex 2: 3,331 3,719 4,341 4,406 4,472 4,539 4,607 4,676 4,746 4,817 4,890 4,963 5,037 5,113     

Total: Sales Revenues 6,361 7,102 8,290 8,414 8,540 8,668 8,798 8,930 9,064 9,200 9,338 9,478 9,621 9,765     

Less: Manufacturing costs

(a) Cost of Raw materials Annex 3.1 3,306 3,691 4,309 4,373 4,439 4,506 4,573 4,642 4,711 4,782 4,854 4,927 5,000 5,075     

(b) Factory production costs Annex 3.1 1,272 1,420 1,658 1,683 1,708 1,734 1,760 1,786 1,813 1,840 1,868 1,896 1,924 1,953     

(c) Indirect factory production costs Annex 3.1 986    1,101 1,285 1,304 1,324 1,344 1,364 1,384 1,405 1,426 1,447 1,469 1,491 1,514     

Total: Manufacturing costs Annex 3.1 5,564 6,213 7,252 7,360 7,471 7,583 7,697 7,812 7,929 8,048 8,169 8,291 8,416 8,542     

Gross profit 797    889    1,038 1,054 1,070 1,086 1,102 1,118 1,135 1,152 1,169 1,187 1,205 1,223     

Less: Operating overheads Annex 3.2 162    181    211    215    218    221    224    228    231    235    238    242    245    249        

Earnings before interest, tax, depreciation & amortn (EBITDA) 634    708    827    839    852    865    877    891    904    918    931    945    959    974        

Less: Depreciation Annex 3.2 231    206    184    164    147    116    103    91      81      72      64      57      51      45          

Earnings before interest and tax ( EBIT) 404    503    643    675    705    749    775    799    823    846    867    888    909    928        

Less: Cost of borrowings

Bank overdraft Annex 3.2 24      24      24      24      24      24      24      24      24      24      24      24      24      24          

Term loan Annex 4.1-4.5 120    119    107    92      77      60      42      22      3        -     -     -     -     -         

Cost of renewal of bank overdraft Annex 3.2 10      10      10      10      10      10      10      10      10      10      10      10      10      10          

Total Cost of borrowings 155    153    142    127    111    94      76      57      38      35      35      35      35      35          

Earnings before tax (EBT) 249    350    502    548    593    654    699    743    785    811    833    854    874    894        

Less) Corporation tax @ 30.00% 75      105    150    164    178    196    210    223    236    243    250    256    262    268        

Earnings after tax (EAT) 174    245    351    384    415    458    489    520    550    568    583    598    612    626        

Add: Profit/(loss) bt/fwd -     174    419    770    1,154 1,569 2,027 2,516 3,036 3,586 4,153 4,736 5,334 5,946     

Profit/(loss) cd/fwd 174    419    770    1,154 1,569 2,027 2,516 3,036 3,586 4,153 4,736 5,334 5,946 6,571     
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BANSAL STEEL ROLLING MILLS LIMITED Appendix 2

MILD STEEL TUBE MILL PLANT

PROJECTED CASH FLOWS FOR YEARS ENDING 31ST DECEMBER …. USD: '000'

Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Reference

Cash Inflows

Capital inflows

Equity - fresh cash 474          -    -      -      -      -      -      -      -      -      -      -      -      -      

Self Generated funds

Bank overdraft 433          

 New term loan Annex 1.2 1,600       -    -      -      -      -      -      -      -      -      -      -      -      -      

Sub total 2,507       -    -      -      -      -      -      -      -      -      -      -      -      -      

Revenue inflows

Profit before tax Appendix 1 249          350   502     548     593     654     699     743     785     811     833     854     874     894     

Depreciation Appendix 1 231          206   184     164     147     116     103     91       81       72       64       57       51       45       

Sub total:  Revenue inflows 480          555   685     712     740     770     801     834     866     883     897     911     925     939     

Total cash inflows 2,987       555   685     712     740     770     801     834     866     883     897     911     925     939     

Cash Outflows

Capital outflows

New investments Annex 1.2 2,504       -    -      -      -      -      -      -      -      -      -      -      -      -      

Loan principal repayments Annex 4.1 - 4.2 -           89     187     202     218     235     253     272     144     -      -      -      -      -      

Subtotal Cash capital outflows 2,504       89     187     202     218     235     253     272     144     -      -      -      -      -      

Revenue outflows

Corporation tax Appendix 1 56            97     139     161     175     192     206     220     232     241     248     255     261     267     

Change in working capital 433          50     81       8         9         9         9         9         9         9         9         10       10       10       

Subtotal Revenue cash outflows 489          148   220     169     183     200     215     229     242     251     258     264     270     276     

Total cash outflows 2,993       236   407     371     401     435     468     501     386     251     258     264     270     276     

Net cashflows (6)             319   278     341     340     335     333     333     481     632     639     647     655     663     

Beginning cash balance -           (6)      312     590     931     1,270  1,605  1,939  2,272  2,752  3,385  4,024  4,671  5,325  

Closing cash balance (6)             312   590     931     1,270  1,605  1,939  2,272  2,752  3,385  4,024  4,671  5,325  5,988  
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BANSAL STEEL ROLLING MILLS LIMITED Appendix 3

MILD STEEL TUBE MILL PLANT

PROJECTED BALANCE SHEET AS ON   31ST DECEMBER …. USD: '000'

YEAR

Reference 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Assets

Net Fixed assets Annex 3.2 1,840  1,635  1,451  1,287  1,140  1,024  921     830     749     677     613     556     505     459     

Current assets

 Stocks Annex 3.2 269     300     350     355     361     366     372     377     383     389     394     400     406     412     

 Debtors Annex 3.2 265     296     345     351     356     361     367     372     378     383     389     395     401     407     

 Cash Appendix 2 -      -      590     931     1,270  1,605  1,939  2,272  2,752  3,385  4,024  4,671  5,325  5,988  

Current assets 534     596     1,286  1,637  1,987  2,333  2,677  3,021  3,513  4,157  4,807  5,466  6,132  6,807  

Total Capital Employed 2,374  2,230  2,737  2,924  3,127  3,356  3,598  3,851  4,262  4,834  5,420  6,022  6,637  7,267  

Financed by

Shareholders Funds

Equity/Self generated funds Appendix 2 474     474     474     474     474     474     474     474     474     474     474     474     474     474     

Revenue reserves Appendix 1 174     419     770     1,154  1,569  2,027  2,516  3,036  3,586  4,153  4,736  5,334  5,946  6,571  

Sub total 649     893     1,244  1,628  2,043  2,501  2,990  3,510  4,060  4,628  5,210  5,808  6,420  7,045  

Long term loan Annex 3 (f) 1,600  1,511  1,324  1121.7 904     669     417     144     -      -      -      -      -      -      

Current liabilities

 Creditors Annex 3 (h) 100     112     131     133     135     137     139     141     143     145     147     150     152     154     

Taxation 19       26       38       41       44       49       52       56       59       61       62       64       66       67       

O/D Fcility 6         (312)    -      -      -      -      -      -      -      -      -      -      -      -      

Sub total 125     (174)    169     174     179     186     191     197     202     206     210     214     217     221     

Total Liabilities 1,725  1,337  1,492  1,296  1,083  855     608     341     202     206     210     214     217     221     

Total Employment of capital 2,374  2,230  2,737  2,924  3,127  3,356  3,598  3,851  4,262  4,834  5,420  6,022  6,637  7,267  

Error check -      -      -      (0)        (0)        (0)        (0)        (0)        (0)        (0)        (0)        (0)        (0)        0         
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BANSAL STEEL ROLLING MILLS LIMITED Appendix 4

MILD STEEL TUBE MILL PLANT

DISCOUNTED CASHFLOW ANALYSIS USD: '000'

Year

Inv't Yr: 

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Reference

Cash inflows

 Profit before interest and tax Appendix 1 -       249    350    502    548    593    654    699    743    785    811    833    854    874        

 Depreciation Annex 3.2 -       231    206    184    164    147    116    103    91      81      72      64      57      51          

 Residual value of fixed assets Annex 3.2 -       -     -     -     -     -     -     -     -     -     -     -     -     459        

 Recoupment of working capital Annex 3.2 -       -     -     -     -     -     -     -     -     -     -     -     -     665        

Total cash inflows -       480    555    685    712    740    770    801    834    866    883    897    911    2,049     

Cash outflows

  New investments Annex 1.2 2,071   -     -     -     -     -     -     -     

 Corporation tax Appendix 1 -       75      105    150    164    178    196    210    223    236    243    250    256    262        

 Change in working capital Annex 3.2 -       433    50      81      8        9        9        9        9        9        9        9        10      10          

Total cash outflows 2,071   508    155    231    173    187    205    218    232    245    253    259    266    272        

Net cashflows (2,071)  (28)     400    454    539    554    565    583    602    622    630    638    645    1,777     

IRR 19.70%
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BANSAL STEEL ROLLING MILLS LIMITED Appendix 5

MILD STEEL TUBE MILL PLANT

DISCOUNTED CASHFLOW ANALYSIS

SENSITIVITY ANALYSIS SUMMARY

Factors considered IRR

Base case 19.70%

1. Increase of operating costs by 10.00% -4.64%

2. Reduction of selling prices by 10.00% 4.12%

3. Reduction of capacity utilisation by 10.00% 17.78%

3. Reduction in working days per annum by 10.00% 17.78%

4. Increase in loss during production process 10.00% 19.21%

5. Reduction in CAGR of capacity utilisation %age by 10.00% 19.36%
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BANSAL STEEL ROLLING MILLS LIMITED Appendix 6

MILD STEEL TUBE MILL PLANT

PAYBACK PERIOD 

USD: '000'

CAPITAL INVESTMENT COST IS: 2,504               

YEAR

PROFIT 

AFTER 

TAX

DEPRECI

ATION TOTAL CUMULATIVE

1 -             -          -             -                  

2 249            231         480            480                  

3 350            206         555            1,035               

4 502            184         685            1,720               

5 548            164         712            2,432               

6 593            147         740            3,173               

7 654            116         770            3,943               

Cumulative benefit at end of year 5 2,432               

Difference to be recouped in part of year 6 72                    

The payback period of the project is 4 years and 1 month 1.12                 

So the payback period of the project is years 6
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BANSAL STEEL ROLLING MILLS LIMITED Appendix 7

MILD STEEL TUBE MILL PLANT

SUMMARY OF EXPECTED KEY FINANCIAL PERFORMANCE INDICATORS (EKFPIs)

YEAR

Invt Yr. 

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Planned Input Capacity Utilization % 75.00% 82.50% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88% 94.88%

Total capital investment cost inclusive of incremental wking capital USD '000' 2,504         

Total Capital Employed USD '000' 2,374   2,230       2,737      2,924     3,127     3,356    3,598      3,851      4,262       4,834      5,420     6,022       6,637     7,267      

Equity Funds USD '000' 649      893          1,244      1,628     2,043     2,501    2,990      3,510      4,060       4,628      5,210     5,808       6,420     7,045      

Long term loan USD '000' 1,600   1,511       1,324      1,122     904        669       417         144         -           -          -         -           -         -          

Closing cash balance USD '000' (6)         312          590         931        1,270     1,605    1,939      2,272      2,752       3,385      4,024     4,671       5,325     5,988      

Revenue USD '000' 6,361   7,102       8,290      8,414     8,540     8,668    8,798      8,930      9,064       9,200      9,338     9,478       9,621     9,765      

Gross profit USD '000' 797      889          1,038      1,054     1,070     1,086    1,102      1,118      1,135       1,152      1,169     1,187       1,205     1,223      

Earnings before interest, tax, depreciation and amortization  (EBITDA) USD '000' 634      708          827         839        852        865       877         891         904          918         931        945          959        974         

Earnings before interest and tax (EBIT) USD '000' 404      503          643         675        705        749       775         799         823          846         867        888          909        928         

Earnings before tax (EBT) USD '000' 249      350          502         548        593        654       699         743         785          811         833        854          874        894         

Earnings after tax (EAT) USD '000' 174      245          351         384        415        458       489         520         550          568         583        598          612        626         

Profit margins

Gross profit margin 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52% 12.52%

EBITDA margin 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97% 9.97%

Earnings before interest and tax (EBIT) margin 6.35% 7.08% 7.76% 8.02% 8.25% 8.64% 8.81% 8.95% 9.08% 9.19% 9.29% 9.37% 9.44% 9.51%

Earnings before tax (EBT) margin 3.92% 4.92% 6.05% 6.51% 6.95% 7.55% 7.94% 8.32% 8.66% 8.81% 8.92% 9.01% 9.08% 9.15%

Earnings after tax (EAT) margin 2.74% 3.45% 4.24% 4.56% 4.86% 5.28% 5.56% 5.82% 6.06% 6.17% 6.24% 6.30% 6.36% 6.41%

Return on capital

Return on Capital employed (ROCE) 26.72% 31.76% 30.21% 28.70% 27.24% 25.76% 24.39% 23.13% 21.21% 18.98% 17.18% 15.70% 14.46% 13.40%

Return on equity (shareholders funds) - ROE 26.89% 27.39% 28.22% 23.56% 20.32% 18.31% 16.35% 14.81% 13.54% 12.27% 11.19% 10.29% 9.53% 8.88%

Loan service capacity

Loan interest cover 2.80     3.52         4.90        5.78       6.97       8.89      11.74      17.24      29.89       34.70      35.59     36.45       37.28     38.10      

Debt Service Coverage Ratio 0.93     2.38         1.87        2.07       2.06       2.05      2.05        2.04        3.80         26.95      27.23     27.54       27.86     28.20      

Gearing ratio

Debt/equity ratio 1.50     1.20         0.80        0.53       0.34       0.20      0.10        0.05        0.04         0.04        0.04       0.03         0.03       #DIV/0!

Viability criteria

Internal rate of return (IRR) 19.70%

Payback period is Years 6


