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Introduction

LAZADA TANZANIA LIMITED 1is a privately owned
company incorporated for purpose of carrying out cargo
transportation business for domestic and transit cargo.

Project

Business plan report set out a proposal for the
establishment of cargo transportation business. The total
number of truck is estimated to be 30.

Tanzania is the largest country in East Africa that is
geographically strategically located in relation to her
neighbors. Because of the above mentioned factor, the
country’s transportation system is also used to serve
landlocked neighbors, 1.e. countries of Uganda, Rwanda,
Burundi, Eastern D. R. of Congo, Northern parts of
Zambia, Malaw1 and some northern parts of Mozambique.

The transport sector pays a critical role in the social and
economic development of a country. Transport provides
links between centers of production and those of
consumption, markets, in the economic sectors such as
agriculture, industry mining and tourism. It facilitates the
flow of goods and people along the import/export
corridors that link the coastal ports and landlocked
countries. Transport equally provides access to
employment, health, education, recreation and other
services. Therefore, one is rightly justified to conclude
that “without a good transportation system the
development of a country i1s impossible. What roads and
railways are to a country’s development is lie what the
blood system is to the human body’

It 1s quite gratifying to note that the Government of
Tanzania realizes the role of the transport sector for its
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economic and social development, and as a result has
developed a Transport Sector Programme which will be
very instrumental in 1improving the business and
investment environmental in the transport sector.

It 1s alleged that poor transport and communication
infrastructure are the major causes of low levels of
intraregional trade in Eastern Africa. It is in view of this
that, despite this poor infrastructure, LAZADA TANZANIA
LIMITED has resolved to assist to provide a solution to
stimulate the said intraregional trade.

In summary, we can say that LAZADA TANZANIA
LIMITED has major objectives the following:—
v To promote trade between Tanzania and her
neighbors
v To procure foreign currency for the country in the
course of 1ts business transactions.
v To provide 60 employment to more people in the
sector.

Location
The project will be located at Dar es Salaam Region.

Project Sponsor

S/N | Name of shareholders | Percentage of ownership
1 NEIL FORBES | 50

PRINGLE
2 LAURA MARGARET | 50
ANN PRINGLE

The Legal status of the Company
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LAZADA TANZANIA LIMITED is incorporated in Tanzania
under companies Act and bears Certificate of
Incorporation No. 143476561 dated 14" Sept 2020
Targeted Markets.

The targeted markets of the project are the neighboring
landlocked countries of Tanzania and to a small extent the
hinterland of Tanzania. The neighboring countries that
are the target of this project are specifically DRC, Malawi,
Zambia, Burundi, Rwanda and Uganda, including some
hinterland parts of Tanzania.

Poor transport and communication infrastructure are said
to be the major causes of low levels of intraregional trade
in Eastern Africa. It is in view of this that, despite poor
road infrastructure linking these countries that LAZADA
TANZANIA LIMITED has resolved to 1invest in the
transport sector so as to provide a solution that would
lead to stimulating the said intraregional trade. The
project 1s expected to offer a challenge to the business
community to enhance intraregional trade between
Tanzania and these countries.

Investment Cost
LAZADA TANZANIA LIMITED COST STRUCTURE

US$

PARTICULAR

Land and Buildings 200,000.00
Machinery & Equipment 140,000.00
Motor Vehicles 2,800,000.00
Furniture & Fittings 2,000.00
Pre expenses 25,000.00
Working Capital 150,000.00
TOTAL 3,317,000.00

Financing Pattern
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The financing pattern being considered i1s that involving
the purchasing of 70 trucks and their trailers. The project
will be financed both by equity and loan. Equity
contribution will constitute US$ 2,000,000 while the
remaining 1,317,000 will be in the form of a loan, this loan
The loan will be negotiated and acquired from one of
domestic financial institutions. The project sponsors
expect to procure this loan on the following terms and
conditions:—

Loan Amount : US$ 1,317,000

Interest Rate 12% annually

Market Analysis

The project’s earmarked clientele is in the land locked
neighboring countries of Malawi, Zambia, Democratic
Republic of Congo, Burundi, Rwanda and even Uganda.
Management has already explored these markets and is
confident 1t can conduct profitable business with them.

The project management plans for all vehicles several
trips per month. The number of trips and the cost of trip
are determined by both the trip’s destination and nature of
road involved. All in all, a total of 1,300 trips will be
made. Each truck will transport a minimum of 28 tons per
trip. Thus, a total of 36,400 tons of cargo will be
overhauled between Tanzania and her neighbors.

The routes are prices according to distance and the status
of the road i1n question. It has however been
conservatively assumed that all foreign destinations will
have a flat rate charge of US $ 3000 per trip,

Revenue Assumptions

30 trucks make 1,300 trips annually expecting to generate
US$ 3,900,000 annually.
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The number of trips assumed here, is just a conservative
estimate. With the expected improvement of the roads
and in general operations coupled with the driver’s gaining
experience in long distance travels, the number of trips
per truck will be raised. This will have a tremendous
impact on the Company’s expenditure and earnings.
However, this scenario is not the subject of the current
study.

Financial Aspects for the Project

Projected Profit and Loss Statement

The schedule below shows the projected income for the
8years period. The position depicted is that the project
earns profit throughout its life. Accumulated after tax
profits grow from. US$1,668,892 to US$ 12,787,308 in
the 8" year, refer appendix III

Projected Cash Flows

The project’s cash flows are shown in schedule vii. They
depict a good liquid position right from the first year.
Cash accumulation builds up from US$ 1,668,692 in the
first year to US$ 10,103,910 at the end of 5th years, refer
appendix IV

Projected Balance Sheet

The total equity and debts increases from US$ 1,317,000
in the first year to US$ 2,135,891 in eighth year, refer

appendix VI
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Total investment is US$1,317,000; cash accumulation in
year 4 is US$ 1,427,168 which is more than the initial
investment by US$ 110,168. The project payback Period
1s within four years.

Economic Aspects of the Projects

Besides the financial/monetary returns to the owners,
there are other benefits to be derived for the whole
country viz.

Employment Opportunities

Employment and poverty reduction are among the major
concern of the Central and the Local Government
authorities. It 1s gratifying to note that LAZADA TANZANIA
LIMITED is going to provide additional employment to 60
people. This 1s a significant contribution coming from
local investors.

Revenue to the Government

The Project 1s expected to pay a substantial annual
amount in the form of corporation tax during the project’s
8 years covered under our project review, estimated

US$3,337,418 to be paid as corporate tax for 8 years
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Foreign Exchange Earning
Since the project’s clientele is mostly towards neighboring
countries the project will thus earn foreign currency for
the United Republic of Tanzania
Conclusion
Conclusion
(i) The project is profitable and contributes to
government revenue by way of taxes.
(ii)) The project provides employment to 80 people
all of whom are national Tanzanians.
(iii) The project is an encouraging sign to prove
that we have investors who have confidence in

this country.

Recommendation

After the foregoing economic and financial evaluation of
the project, we strongly recommend that this project be
implement and be given all the support required by all the
concerned Government Ministries and Agencies, including
the Tanzania Revenue Authority, TRA and the Tanzania

Investment Centre — (TIC). The project deserves this



support because of its wviability, since 1t 1s technical

feasible, economically viable and socially acceptable.






