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EXECUTIVE SUMMARY
The objective of this business Plan is primarily to facilitate the ownership and management of
Poultry feeds limited to facilitate investment and provide an overview of its envisaged
Chicken Feeds Plant in Thika town. The document covers various aspects of chicken feed
milling and, start-up, and production, finance and business management. The document also
provides sectoral information, brief on government policies and international scenario, which
have some bearing on the project itself. The business plan covers a period of 5 years.

The proposed project will be producing 1 ton of chicken starter, grower pullets, layer rations
and broiler rations feeds (in three forms crumbles, pellets and mash) per hour. The proposed
business will be manufacturing chicken feed for meeting the demand of poultry farmers both
locally and nationally. The target market will be organizations and companies notably poultry
industries, Farmers associations notably societies, schools, colleges, self -help groups, youth
organization, cooperatives and individuals.

The Company will be managed by the Production Manager on day to day basis. The
production Manager will be a qualified poultry Production Specialist with a bias toward
poultry nutrition. Actual production will be carried out by 2 production supervisors and 5
casuals in the beginning and they will be increased as the organization grows. The marketing
function will be the task of the Marketing manager assisted by 3 sales executives. The
Accountant will be in charge of office support and Finance services and he will also manage
the Procurement of raw material. The cashier and 2 guards will report to the accountant

Poultry accounts for about 1.7 percent of total agricultural GDP. According to the 2007
Ministry of Livestock Development report the following were the estimated poultry product
outputs:


21,000 tonnes of poultry meat, valued at 3.52 billion Kenyan shillings (KSh) (33.6
million Euro, as of 2011);



1.22 billion eggs (53 percent from hybrids and 47 percent from indigenous stock)
valued at KSh 9.7 billion (92,7 million Euro)
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1.0.

INTRODUCTION

1.1 Background Information

Company Name:

Poultry feeds Limited

Location:

Thika Downtown Godowns,
Thika Town

Contacts:

P.O. Box 2351
Thika, KENYA
Tel: +254 723 2585895
Email: poultryfeeds@gmail.com

Business Activity:

The Company Shall be engaged in the
manufacture and sale of chicken starter, grower
pullets, layer rations and broiler rations feeds

Directors & shareholders:

Faith Kinuthia

400 Shares

Stephen Mbaluka

400 Shares

The Company is a start-up that will be managed by two directors together with professional
staff. The professional staff will undertake to carry out day to day operations whilst the
directors will generate and guide policy and spearhead the marketing and financial
management.
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1.2 Company ownership
The business is owned by two directors but as the operation grows the directors will consider
adding more shareholders/investors who can bring in capital to expand.

1.3 The Business
The proposed project will be producing 1 ton of chicken starter, grower pullets, layer rations
and broiler rations feeds (in three forms crumbles, pellets and mash) per hour. The proposed
business will be manufacturing chicken feed for meeting the demand of poultry farmers both
locally and nationally.

The plant and machinery will be designed with a wide range of processing capacity and
product mix depending upon the demand, according to availability of feed stuffs and their
storage capacity. However, it is suggested that the smallest viable economic unit should have
a capacity of preparing 1 ton of assorted chicken feed per hour (i.e., 16 tons in 2 shifts, each
of 8 hours)

1.4 Company Premises/ location
The business initial location will be leased in Thika Downtown Go downs in Thika Town but
the long term plan is to buy land and build up a factory and go downs. The reason for future
plans on construction of own premises as opposed to leasing is due to bulk nature of the raw
materials and the finished goods as well. Given that the raw materials are by products of
agro-processing which is a factor of agricultural crop produce, they tend to be seasonal in
nature and hence need to stock up for the periods when production will be low.

1.5 Vision
To be the leading chicken feeds manufacturing company in the East African region.

1.6 Mission
To offer high quality chicken feeds using the latest cost effective compounding technologies
and locally available raw materials at affordable prices which shall guarantee both
satisfaction and greater economic empowerment to both the suppliers and farmers .
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1.7 Objectives.
The firm therefore endeavors to;
a) Manufacture

quality chicken feeds rations that meet the basic standards and

requirements
b) Avail the above feeds to the farmers as and when needed in good time and on time in a
consistent manner.
c) Arrange for institutional linkages with chicken and eggs buyers for credit facilities to
farmers against chicken meat and eggs deliveries
d) Offer the above feeds in desirable and unique packages that is both user and
environmental friendly.
e) Take the initiative to educate and train farmers on the best, modern, efficient and most
effective feeding and management techniques needed for profitable and sustainable
chicken and eggs production
f) Offer and assist the farmers in provision of free extension services and feeding
programs for poultry to ensure proper utilization and performance of chicken feeds.
1.8 Key Success Factors
The Company should aim at fully utilizing all low cost feed ingredients available in country
such as wheat, sorghum, rye, oats, barley, by products of edible oil and grain milling
industries, minerals and Vitamins. In addition the company will greatly benefit by;


Providing environmentally safe products



Offering competitive pricing



Availing the feeds to customers as and when needed without delays



Offering quality products

1.9 Core values


Reliability



Trustworthy



Professionalism



Creativity
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2.0.

MARKETING PLAN

2.1.

Market analysis summary

Agriculture is the lifeblood for about 80 percent of the Kenyan population. It provides
employment to over 70 percent of the labour force and contributes 53 percent of the country’s
Gross Domestic Product (GDP) 26 percent directly and 27 percent indirectly (through
linkages to processing and services). It also contributes 45 percent to the public coffer
through taxation. Most of the agricultural production in Kenya is comprised of mixed farming
(growing of crops and rearing of livestock).

Most chicken feed manufacturers in Kenya practiced what was known as mixed feed
production (Karuri 2010). This means that they produced feeds for dairy cattle, poultry, and
pigs on the same site. The first firm to produce mixed feeds was established in Kenya in the
1950s. Since then, the feed industry has grown not only in terms of the volume of feed
produced but also by putting in place policies to ensure quality feed production.

Chicken and other animal feed production ranged from less than 1,000 tons to over 100,000
tons per annum for the small and big firms respectively (Mbugu, P. N. 2010). The larger
millers used computerized technology (imported continuous flow mixers) that facilitated
higher output, while the small millers employed low investment, labor-intensive production
technology. The total installed feed production capacity was about 843,000 tons, of which
only 44.5 percent was utilized. This underutilization – which at times prompted the closure of
some mills – was owed to the lack of reliable quality raw materials/feed ingredients and in
some cases, farmers’ inability to purchase the feeds (preferring to grow their own feed on
their farms).

Before the twentieth century, poultry were mostly kept on general farms, and foraged for
much of their feed, eating insects, grain spilled by cattle and horses, and plants around the
farm. This was often supplemented by grain, household scraps, calcium supplements such as
oyster shel, and garden waste. As farming became more specialized, many farms kept flocks
too large to be fed in this way, and nutritionally complete poultry feed was developed.
Modern feeds for poultry consists largely of grain, protein supplements such as soybean oil
meal, mineral supplements, and vitamin supplements. The quantity of feed, and the
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nutritional requirements of the feed, depend on the weight and age of the poultry, their rate of
growth, their rate of egg production, the weather (cold or wet weather causes higher energy
expenditure), and the amount of nutrition the poultry obtain from foraging. This results in a
wide variety of feed formulations. The substitution of less expensive local ingredients
introduces additional variations. Since feed accounts for 65-75% of total live production costs
for most types of poultry throughout the world, a simple mistake in diet formulation can be
extremely expensive for a poultry producer.

The location of our business is very key as Thika town and its environs has both small scale
and large scale chicken farmers who are largely the target customers for the business.
Affordable raw materials like assorted grains are also readily accessible in Thika and around
Thika.

2.2.

Competition and Market Analysis

Poultry feeds limited faces approximately 21 competitors both locally and nationally. The top
player in so far as animal products is concerned is Pwani Modern feeds ltd closely followed
by Unga feeds Ltd and the fringe companies follow. When it comes to poultry feeds the
biggest players’ include Wonder Feeds ltd, Gaf feeds ltd, Unga feeds and Kay’s farm feeds.
Their names are household names in the industry and are well known as their products
practically sell themselves. Apart from dealing in mainstream animal feeds manufacture they
are also engaged in large scale trading in raw materials which owing to their large economies
of scale they are able to buy in large quantities and at well negotiated terms. Thus their brand
names are well tested, tried and trusted.

Most commercial poultry farmers typically look for the most widely used tried tested and
trusted, product or feeds that have an established name and reputation for quality, consistency
and productivity, as well as the relationship as between them and the firm, read customer
loyalty. Aggressive marketing, Credit through linkages with chicken and eggs buyers and
extensive extension services are the key ingredients in convincing these consumers,
especially when he or she is dealing with a new company and Product like Poultry and which
therefore wants to create its own niche. To create a niche it will require that Poultry feed
Limited create a culture of mutual trust, and loyalty when dealing with these new markets in
this new environment.
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2.3.

Market Potential and risks

Feed is a major cost (about 70%) in poultry farming. The processing and manufacturing of
feed along with the efficient use of feed by poultry also contribute to the cost of feed. The
demand for chicken feed is increasing day by day with the increase in awareness among
farmers. The trend for poultry feeding to poultry is changing from the conventional
concentrate feeding to a formulated compound feed. The markets for poultry feed need to be
created within the country. Today, about 3800 feed mills manufacture more than 80 percent
of the world’s industrial feed. The world’s 10 largest feed manufacturers produce less than 65
million tons per year - less than 11 percent of global feed output. So, the global feed industry
still remains broadly based with many locals and regional commercial Feed companies as
well as specialized firms.

The poultry feeds industry is a mature industry with an annual growth of approximately 5%
per annum which has risen consistently over the past six years except for the recent post
election crisis which significantly eroded the gains of the past three years. The market for the
poultry feeds can be broadly divided into two namely, extensive systems and small scale
intensive production systems. Similarly this market can still be divided into three namely
large scale producers, who account for about 10% of the industry, Medium scale producers
who are the majority comprising 70% of the entire a market and lastly small scale traders and
farmers accounting for the remaining 20% of the market share.
The market has strongly been affected by the current trends in the economy Company’s such
as Unga farm care , Pembe Farm Feeds, Sigma Feeds ,Naku modern Feeds, Wonder feeds
and Gaf feeds have seen recent decreases in sales and revenue due to an acute shortage of
raw materials which has been brought about by the prevailing inflation rates , the increased
fuel and oil prices, un-predictable climatic conditions, lesser government action and
participation ,and the recent post election crisis which have all acted negatively by increasing
the overall factory and production overheads. This has resulted in price instabilities, low
quality of animal feeds and inconsistent supplies and deliveries and most unfortunately, the
mushrooming of many incompetent millers. Factors which, have impacted negatively in the
distorting market fundamentals thereby eroding consumer confidence in an already harsh
socio-economic environment.
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If the prevailing and recent downturns in the Industry prove to be long lasting ,then Poultry
Feed may have a significantly more difficult time in acquiring adequate sales contracts and
entrenching itself in the market. This in essence means that as result of lack of enough raw
materials, increased price of raw materials, increased fuel and electricity costs, uncertain
labour laws, unclear and uncertain government policies, and the ever decreasing purchasing
power, Poultry Feeds limited may find it a little difficult in achieving its short-term objectives
of increasing turnover.

2.4.

Risk mitigation strategies

However such an eventuality is unlikely going by the most recent industry and market
forecasts, and by Poultry adopting both a conservative and stringent approach to all its
operations, with the main aim being having in place complete controls over both the financial
and operating leverages. Another option has been to allow for sustainable sales during these
early stages with the main emphasis being a trade off between margin and volumes with an
aim of maintain both profitability and liquidity just above optimum. This then puts into thrust
a Volume –Profit trade off, whereby the firm allows for sustainable margins which should
then be compensated for by increase in sales volumes.

By adopting this, the firm has puts into place a stringent working capital policy which
coupled with a flexible pricing regime gives the firm adequate room to compensate for
increased overheads and other extrinsic costs.
In addition to these approaches Poultry Feeds have to engage in door – to – door marketing
campaigns which allow for individualized customer attention. It is therefore our goal to be
the industry leader in focusing on and combining these trends and being the first to market
with innovative designs and products ranges reflecting all this changes.

Against this back drop Poultry feeds limited shall also partner with other willing partners in
organizing for field days, workshops, exhibitions and financing of the farmer and other
extension programmes so as to realize net sustainable sales, customer loyalty, and satisfaction
and thus build a niche in the short run.
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2.5.

Target Customers

This pre feasibility study suggests that assorted chicken feed bags will be sold to poultry
farmers. Following are some of the target clients for a manufacturer of assorted chicken feed.


Chicken farmers



Duck farmers



Quill farmers



Turkey farmers

To avoid risk of price fluctuations, the feed ingredients should be stored in season of
availability.

2.6.

Market Segmentation

Poultry Feeds focuses entirely on three primary markets i.e. first, organizations and
companies notably poultry industries, secondly Farmers associations notably societies,
schools ,colleges, self -help groups ,youth organization and cooperatives which are expected
to contribute to the company an annual turnover of over Kshs. 30 million. This is primarily
because of markets potential and purchasing power which keeps on increasing as days go by
and seems to be evolving almost on a daily basis.
Further these customers are looking for and yearning for high quality products, efficient and
consistent deliveries, specialized farm care training and education as well tailor made
formulation rations that meet their specialized needs. Such a product must be capable of
offering maximum returns in terms of increased productivity and yields to the farmers in the
shortest time possible. Typically this consumer needs guarantees and assurances which thus
call for premium products at affordable prices and flexible prices. It is our hope and desire
that as Poultry Feeds our products shall measure to these standards thereby enabling us to
achieve the most out of this venture.

Thirdly, Individual consumers are going to be our secondary market and is expected to
account for between 10million to 15million in annual turnover .This is due to the fact that
most of these farmers do undertake subsistence farming albeit small time commercial basis
and that most of them are risk averse and are therefore still in the experimental phase of the
whole business of animal farming. Subsequently to this consumers cost saving is more
important as they are still in the growth stage of the business cycle.
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3.0.

PRODUCTS AND PRODUCTION PLAN.

3.1 Products
Main Products of Poultry feeds Limited will be.
Chick starter
Exactly what it sounds like, chick starter is for the first, usually six, weeks of baby chicks'
lives. This is typically 22 to 24 percent protein for meat birds (called broiler starter) and 20
percent protein for laying breeds. There will be medicated or un medicated chick starter.
Most people use a medicated feed but organic and pastured small farms will often use un
medicated feed.

Grower pullet
After chick starter, young pullets destined for a laying flock will be put on a lower-protein
diet to slow growth to allow strong bones and adult body weight before laying begins. If the
protein is too high, development happens too fast and the birds will lay too early. Grower
pullet rations typically have 18 percent protein and are fed until 14 weeks of age. Pullet
developer or finisher. At 14 weeks, young pullets can be lowered to a 16 percent protein feed
until they begin laying. Some feed lines don't distinguish between these two stages and just
have a grower-finisher that is somewhere in the middle protein-wise.

Layer rations
Laying hens at maturity at around 22 weeks of age require a 16 to 18 percent protein level
and extra calcium and minerals for strong eggshells. Layer rations should not be feed to birds
less than this age as it will damage their kidneys due to the high amounts of calcium and
phosphorus. But roosters can eat laying rations.

Broiler rations
These high-protein feeds are for meat birds, particularly Cornish X Rock crosses that grow
extremely fast. Broiler rations are typically 18 to 20 percent. This is sometimes called
"grower-finisher" instead. For heritage and pastured meat birds, protein content can be
lowered to 16 percent after 12 weeks of age until butchering. Some may choose to keep the
heritage meat birds on the higher grower-finisher rations until slaughter.
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Summary of Products to be offered to the market.
Poultry Feeds
Chick starter
Grower pullet
Layer rations
Broiler rations

3.2 Production Process
The various types of poultry feed preparation process requires:
a) High accuracy and precision of weighing
b) feed ingredient handling and processing
c) Mixing
d) Packing
e) Labeling

Process Flow Diagram
Feed Analysis in

Feed
Ingredients
(Trucks’)

Storage
/Exit.

Laboratory

Packing

Conditioning

Acceptance of
Feed
Ingredients

Mixer

Separators
and
Conveyors

Hoppers

Crushing by
Hammer Mill.

Dosage Bin
(Separate for each
feed ingredients)

A liquid storage and a direct-weight system for adding fat and water is required. Grain
processing is done through hammer mill grinding. The feed is delivered in bags or bulk load
out to poultry farms.

3.3 Raw Material Requirement
Feeds or feedstuffs are composed of several distinctly different groups of substances, known
as nutrients e.g. proteins, carbohydrates, fats, minerals, vitamins and water. These have
definite functions in body. For intelligent ration formulation, nutrients, nutrient composition
and palatability of feedstuffs are important. These feedstuffs are grouped as follow,
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Protein feedstuffs:
Common protein feedstuffs from plant origin are residues of oilseed after expeller or solvent
extraction or products of wet milling of maize in starch making process. Nutritive value of
protein feedstuffs depend upon their available amino acid composition, toxic materials and
the changes brought during processing if any.


Rape seed cake/meal



Canola meal



Cotton seed cake/meal



Sunflower cake/meal



Corn gluten meal (30 or 60%)



Sesame cake/meal



Urea



Milk by



Maize oil cake

Carbohydrate/energy feedstuffs:
These are the products with less than 20%crude protein and 18% crude fiber.
 Rice polish
 Corn by products such as, Corn glutens; Corn steep liquor and enzose.
Mineral supplements:
 Salt (white/black)
 Bone meal.
 Dicalcium phosphate (DCP)

Fats and oils:
This source of energy can be obtained from meat processing industry, refining of vegetable
oils or vegetable oils itself.

3.4 Feed Formula for poultry Feeds
These feed ingredients when mixed according to feed formula will provide adequate energy
according to type, breed and physiological status of poultry. There are seasonal fluctuations
in the prices; hence the formula has to be changed accordingly keeping the feed cost as low
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as possible to compete in the market. The information useful here is the composition of the
feed ingredients. The basic feed ingredients can be procured from local suppliers.

3.5 Machinery Requirement
Following machinery will be required for the proposed project.
Sr.No.

Number

5
9
11
12
13
14

Description
Hammer mill 16’’ with electric
motor 25 HP
Elevator 25 ft @ Rs 2400/-per
ft. with electric motor 3HP
Elevator 20 ft. @ Rs 2400/-per
ft. with electric motor 3HP
Elevator 23 ft. @ Rs 2400/-per
ft. with electric motor 3HP
Mixer one ton capacity with
electric motor 20 HP
Hoppers one ton
Separator 7 by 4 sq. ft.
Blower 12’’
Cyclone
Air lock

15
16
17
18

1
2
3
4

Cost(Ksh)

Total
(Ksh)

Cost

1

120,000.00

120,000.00

1

95,000.00

95,000.00

2

180,000.00

360,000.00

2

85,000.00

170,000.00

1
1
1
1
1
1

220,000.00
32,000.00
70,000.00
22,000.00
35,000.00
20,000.00

220,000.00
32,000.00
70,000.00
22,000.00
35,000.00
20,000.00

Receiving in let with shoots
Weighing scale, 100 kg
Bag closer or Sewing machine

2
1
1

40,000.00
75,000.00
45,000.00

80,000.00
75,000.00
45,000.00

Trolleys , drum , bins etc
TOTAL
COST
MACHINERY

3

12,000.00

36,000.00
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OF
1,380,000.00

4.0.

ORGANIZATIONAL AND MANAGEMENT PLAN

4.1 Form of Business
Poultry Feeds Limited will be incorporated as a private limited liability Company with a
share capital of Ksh 800,000 divided into 800 shares of Ksh 1000 each. The promoters will
subscribe to 400 shares each at the outset. As the company grows, the capital structure will be
reviewed.

4.2 Governance and Management Structure
The top governing unit of the company will be a board of directors that would be charged
with key corporate responsibilities of setting strategic policies of the institution, and ensuring
that the strategic direction is kept on course. The Board will recruit a Production Manager
who will have technical skills in poultry nutrition and who will also be in charge of the
overall management of the business on a day to day basis.

4.3 Organizational Chart

Production
Manager-1

Marketing
manager-1

Production
Supervisor-2

-Sales
Executives-3

-Casuals-5

Accountant-1
-Cashier 1
-Guards-2

The Company will be managed by the Production Manager on day to day basis. The
production Manager will be a qualified poultry Production Specialist with a bias toward
poultry nutrition. Actual production will be carried out by 2 production supervisors and 5
casuals in the beginning and they will be increased as the organization grows. The marketing
function will be the task of the Marketing manager assisted by 3 sales executives. The
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Accountant will be in charge of office support and Finance services and he will also manage
the Procurement of raw material. The cashier and 2 guards will report to the accountant

4.4 Remuneration
The company will maintain a performance based reward system that highly rewards good
performance while on the on the other hand calling the poor performers through trainings and
mentoring. The Payment system will be a fixed salary coupled with a bonus based on sales to
reward high achievers. The Company shall adopt Robert Kaplan’s Balance score card to
avoid subjectivity in performance appraisal.

5.0.

FINANCIAL PLAN

5.1 Capital Expenditure Schedule
Factory Construction, fixtures and fittings
The required space for poultry feed mill is approximately 2 Acres. The cost of a go down, on
lease basis is Kes. 6,000,000 in the proposed Thika area. Building for the proposed project
comprises of two major blocks i.e. office block and factory block. Areas and construction
cost for the said blocks are listed in the table below:

Sr.No. Factory Block
1 Plant hall
Plant Hall For raw
2 materials
3 Feeds Store
Store House for raw
4 materials
5 Processed Feed
6 General Store
TOTAL
7
8
9

Office Block
Office Block
Bath room

10

Staff Quarters 2 Rooms

11

Go down lease one year
Total
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Construction Total
Cost /Ft
Cost(Ksh.)
700
1,050,000

30 x 50

Sq.Ft
1,500

30 x 40
30 x 25

1,200
750

700
500

840,000
375,000

75 x 30
30 x 25
40 x 30

2,250
750
1,200
7,650

500
700
700

1,125,000
525,000
840,000
4,755,000

14 x 16
6x6
14 x 12
x2

224
36

800
500

179,200
18,000

336
596

1,200

403,200
600,400
6,000,000
11,955,800

5.2 Human Resource Requirement
Sr.No.
1
2
3
4
5
6

Employee Designation
Production Manager
Marketing Manager
Sales executives
Casuals
Production Supervisor
Guard

No. of
Employees Monthly Salaries
1
80,000
1
60,000
3
150,000
5
150,000
2
60,000
2
15,000

Annual Salary
960,000
720,000
1,800,000
1,800,000
720,000
180,000

Accountant

1

30,000

360,000

Cashier
TOTAL WAGE BILL

1

20,000
565,000

240,000
6,780,000

5.3 Cost/ Expenses Analysis
ITEM
Total wage bill (5.2 –
Human Resources
requirements)
Other Operation Costs
Water Bill
Electricity
Lease costs
Insurance (Machinery)
Other insurance costs
Depreciation
Marketing
Entertainment
Licenses
Telephone & internet
Machine Maintenance
costs
TOTAL EXPENSES
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YEAR 1
6,780,000

YEAR 2
7,119,000

YEAR 3
7,474,950

YEAR 4
7,848,698

YEAR 5
8,241,132

14,400

15,120

15,876

16,670

17,503

102,000
6,000,000
55,200
20,000
138,000
150,000
50,000
30,000
25,000
120,000

107,100
6,000,000
49,680
20,000
138,000
180,000
50,000
30,000
25,000
130,000

112,455
6,000,000
44,712
20,000
138,000
150,000
50,000
30,000
25,000
140,000

118,078
6,000,000
40,240
20,000
138,000
100,000
50,000
30,000
25,000
150,000

123,981
6,000,000
36,217
20,000
138,000
80,000
50,000
30,000
25,000
160,000

13,484,600

13,863,900

14,200,993

14,536,686 14,921,833

5.4 Projected income statement
ITEM
Income from sale of
assorted Chicken feeds
Cost of sales
Gross income
Operating
costs/expenses
Salaries/wages
Water Bill
Electricity
Lease costs
Insurance (Machinery)
Other insurance costs
Depreciation
Marketing
Entertainment
Licenses
Telephone & internet
Machine Maintenance
costs
Total operating
expenses
Net operating
income/loss
Interest on loan @ 16%
p.a
Net income before tax
Less tax (30%)
Net income after tax

YEAR 1
50,000,000

YEAR 2
55,000,000

YEAR 3
60,500,000

YEAR 4
YEAR 5
66,550,000 73,205,000

22,500,000
27,500,000

24,750,000
30,250,000

27,225,000
33,275,000

29,947,500 32,942,225
36,602,500 40,262,775

6,780,000
14,400
102,000
6,000,000
55,200
20,000
138,000
150,000
50,000
30,000
25,000
120,000

7,119,000
15,120
107,100
6,000,000
49,680
20,000
138,000
180,000
50,000
30,000
25,000
130,000

7,474,950
15,876
112,455
6,000,000
44,712
20,000
138,000
150,000
50,000
30,000
25,000
140,000

7,848,698
16,670
118,078
6,000,000
40,240
20,000
138,000
100,000
50,000
30,000
25,000
150,000

13,484,600

13,863,900

14,200,993

14,536,686 14,921,833

14,015,400

16,386,100

19,074,007

22,065,814 25,340,942

1,600,000

1,280,000

960,000

640,000

12,415,400
3,724,620
8,690,780

15,106,100
4,531,830
10,574,270

18,114,007
5,434,202
12,679,805

21,425,581 25,020,942
6,427,674 7,506,283
14,997,907 17,514,659

8,241,132
17,503
123,981
6,000,000
36,217
20,000
138,000
80,000
50,000
30,000
25,000
160,000

320,000

The financial plan is to borrow Kes .10,000,000 now as a short-term loan from Faulu Bank, at
an interest rate of 16%, to finance part of the machinery purchase cost, factory construction,
fixtures and fittings. The loan will be repaid in 5 years. We will secure this loan with our
equity in the value of the existing property amongst the shareholders. The remaining finances
will be contributed by the directors equally.
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5.5 Projected Cash flow Analysis
YEAR 1
YEAR 2
Cash inflows
Income from
8,690,780
10,574,270
operations
Depreciation
138,000
138,000
Total cash
8,828,780
10,712,270
inflows
Cash outflows
Loan from
c
3,280,000
Faulu
Net cash flows 5,228,780
7,432,270
Cash at the
0
1,892,980
beginning of
period
Shareholder
-3,335,800 -3,335,800
investment
payout
Cash at the
1,892,980
5,989,450
end of period
5.6 Projected balance sheet
ASSETS
Fixed Assets
Machinery
1,380,000
Less
138,000
depreciation
Net asset
1,242,000
value
Other assets
523,000
Total fixed
1,765,000
assets
Current
assets
Cash at hand
1,892,980
& bank
Total current 1,892,980
assets
Total assets
3,657,980
Liabilities
Loan
1,892,980

YEAR 3
12,679,805

YEAR 4
14,997,907

YEAR 5
17,514,659

138,000
12,817,805

138,000
15,135,907

138,000
17,652,659

2,960,000

2,640,000

2,320,000

9,857,805
5,989,450

12,495,907
10,847,255

15,332,659
13,343,162

-5,000,000

-10,000,000

-15,000,000

10,847,255

13,343,162

13,675,821

1,242,000
138,000

1,104,000
138,000

966,000
138,000

828,000
138,000

1,104,000

966,000

828,000

690,000

523,000
1,627,000

523,000
1,489,000

523,000
1,351,000

523,000
1,213,000

5,989,450

10,847,255

13,343,162

13,675,821

5,989,450

10,847,255

13,343,162

13,675,821

7,616,450

12,336,255

14,694,162

14,888,821

5,989,450

10,847,255

13,343,162

13,675,821

Owner’s
Equity

1,765,000

1,627,000

1,489,000

1,351,000

1,213,0000

Total equity
Total
liabilities &
Equity

1,765,000
3,657,980

1,627,000
7,616,450

1,489,000
12,336,255

1,351,000
14,694,162

1,213,0000
14,888,821
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5.7 Financial notes and Important Assumptions
This business plan was developed for Poultry Feeds limited, assuming the following:


Steady growth from good management, barring any unforeseen local or national
disasters such as the economic slowdown



Wage bill is projected to grow at 5% per annum



Water bill and electricity bill will increase at a rate of 5% per annum



We expected sales of kes. 50 Million in the first year with the sales expected to grow
at 10% every year. Direct costs of sales (raw materials) is approximated at 45% of
sales



Machinery useful life is 10 years



Lease costs will not increase for the next 5 years



Insurance (Machinery) calculated at 4% of cost with the cost reduced at 10% every
year.



All other insurance costs (Fire, Burglary, damage) approximated at Kes. 20,000 per
annum
Other assets are approximated at Kes. 523,000



Competition and buying patterns remain similar to those used for forecasting.



Existing customer base maintained.



Market research is on target and current (received from different state organizations).



New customers will be gained through direct sales and advertising.



5 year loan to be taken at an interest rate of 16%p.a



Income tax rate is 30%.

6.0.



RISK ANALYSIS

RISK
Shortage of raw
materials
Electricity outages
Raw material price
fluctuations
Termination of lease
Staff strikes
Reputational Risk
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IMPACT LIKELIHOOD MITIGATION
High
High
Stocking up raw materials for dry
spells
High
Moderate
Standby Generator
High
Moderate
Having contracts with farmers & other
suppliers
High
Low
Signed lease agreement for 5 years
High
Low
Paying staff well & back up casuals
Moderate Low
Keeping promises with customers and
suppliers

