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AFEASIBILITYREPORTFORTHEDEVELOPMENTOFANOILPALM PLANTATIONAT

WARRI,WARRISOUTHLGAINDELTASTATE,NIGERIABYCOLEAGRIBUISNESS

VENTUREANDCONSULTANCYCONFIDENTIALITYAGREEMENT

Theundersignedreaderacknowledgesthattheinformationprovidedinthisbusiness

planisaconfidentialintellectualproperty,thereforethereaderagreesnottodiscloseit

toathirdpartywithouttheexpresswrittenpermissionofthepromotersoftheproposed

business.

Itisacknowledgedbythereaderthatinformationfurnishedinthisbusinessplanisin

allresectconfidentialinnature,otherthaninformationwhichisinthepublicdomain

throughothermeansandthatanydisclosureoruseofsamebythereader,maycause

seriousharm ordamagetothepromotersoftheproposedbusiness.



Uponrequest,thisdocumentistobeimmediatelyreturnedtothepromotersofthe

proposedbusiness.

Reader’sSignature:

Reader’sName:

Date:

ExecutiveSummary/ProjectDescription

Thebusinessplanexaminesthefeasibilityofandindeedeconomicviabilityofthe

developmentofa200hectaresoilpalm plantationinDeltastatebySonghaiDeltafarm.

Theplanistoplantabout25,000oilpalm treeswhichwillproduceabout3,400tonsof

freshfruitbunchand700tonsofpalm oilinthefirstproductioncycle(3yearsafter

planting)whichcanbeusedintheproductionofcosmetics,soaps,toothpaste,waxes,

lubricants,ink,cookingoilandotherimportantproducts.Thereisahighdemandforthe

productduetothehighnumberofusesforitandproductionconstraintsleadingto

shortageofthecommodity.ProductioniscurrentlypopularintheSouth-easternand

South-southernpartsofthecountrywithAkwaIbom astheleadproducer.Nigeria

importsasignificantlyhighamountofoilpalm derivativestoaugmentdomestic

shortages.

Theproposedprojectwillcreateeconomicopportunities,impactpositivelyonthe

communityandhelpconservescarceforeignexchange.Itwillalsogenerate

satisfactoryreturnsforsponsorsandinvestors.

Sponsorship



TheprojectwillbesponsoredbyEgbuweKelvin,anengineeringvisionaryanda

practicingfarmer.EgbuweKelvinaim topromotetheproductivityofsmallholder

farmersinDeltastatewiththeaidofSonghaiDelta.Thesocietyhasmanyyearsof

experienceintheprojectbeingproposedandColeAgribusinessventuresand

consultancywillberesponsibleforthemanagementconsultancyoftheprojects.

Managements

ThemanagementwillcompriseofademocraticallyelectedBoardofDirectorsatthe

apexoftheorganizationstructurewith2membersfrom theBoardofDirectorsof

SonghaiDelta.Thiswillbemadeupofshareholdersandmemberofthecooperative

whohavestakeinthesurvival,growthandprofitabilityofthebusinessaswellas

distinguishedagribusinessprofessionalsofprovenintegrityandvastexperienceinthe

projectarea.Theprimeobjectiveoftheboardwillbetogivestrategicdirectionsand

policiesthatwillensurelongterm successoftheorganization.Theboardwillensure

thattheorganizationcompiledwithallstandardssetbyregulatoryauthority.

TheManagingDirector/Presidentshallberesponsiblefortheco-ordinationofthe

daytodaymanagementofthecooperativebusiness.HeisaccountabletotheBoardof

Directors,hewillmobilizeorganizationresourcestoachievesetgoals.Hewillmanage

businessrisksandfocusonwealthcreation.

TechnicalAssistance

TechnicalassistancewillbegivenbySonghaiDelta,BankofIndustry,PrescooilPLC,

BankofAgriculture.PrescooilPLCspecializesinthecultivationofoilpalm andinthe

extraction,refiningandfractionationofcrudepalm oilintofinishedproductsandwill



providetechnicalassistanceinthisregard.SonghaiDeltahasarelationshipwiththe

BankofAgricultureandithasagreedtogivealoanof8%interestrate.Thiswillbeused

tocoverallfixedinvestments.Thecooperativewillalsoseekgrantfrom UnitedState

AfricanDevelopmentFoundation(USADF).Thefundsfortheprocessingfactoryand

extractionequipmentwillbefinancedbytheBankofIndustry(BOI).SonghaiDeltawill

providetheareaoflandusedforfarming

MarketandSales

Marketorientation:domestic;South-WestandNorthernNigeria

Marketshare:4%nicheinSouth-West,NorthernNigeria

UsersofProducts:edibleoilforhuman,cosmeticsandpersonalcare,pharmaceuticals

productionoffattyoilusedinpaintandsoapcompanies;productionofpalm winefor

exporttradetoEuropeanmarket;anddistillingofginfrom raffiaandoilpalm wine,

productionofindustrialchemicals

CompetitionAnalysis

.The9Nigerianstatesthatareconsideredtobethelargestproducersofpalm oil

whichconsistsofAkwa-Ibom,Abia,Rivers,Edo,Imo,Ondo,Bayelsa,CrossRiverand

Deltaaccountforabout57%oftotalNigerianpalm oilproductionbut80%ofproduction

comesfrom dispersedsmallholderswhoharvestsemi-wildplantsandusemanual

processingtechniques.Severalmillionsmallholdersarespreadoveranestimatedarea

rangingfrom 1.65millionhectaresto2.4millionhectaresandtoamaximum of3

millionhectares.Theestimateforoilpalm plantationsinNigeriarangesfrom 169,000

hectares(72,000haofestateplantationsand97,000haofsmallholderplantations)to



360,000hectaresofplantations.Basedonthisanalysis,competitionintermsof

productioninSouth-WestandNorthernNigeriaislowcomparedtotheSouth-Southand

South-East

TariffandImportationRestriction

Theimporttariffof35%onCrudePalm Oil(CPO)introducedbythegovernmentwill

serveasaboosttotheproject

Marketpotential

Thereisastrongdemandforoilpalm andoilpalm derivativesalloverthecountryas

itisbelievedthatweimportmillionsofdollars’worthofcrudepalm oilwithimporting

approximately$1.28billionUSD

Profitability

Factorsthatcanaffectprofitinclude:

 Pestsanddiseases

 Fluctuationinmarketvalue

 Climatic/Environmentalfactors

 Poormanagement

 Naturaldisasters

 Civilunrest

However,thereistechnical,scientificandfinancialsupportavailabletohedgeoffor



cushionthisrisksandprojectprofile

Technicalfeasibility

Theprojects(productionofoilpalm andpalm oilextraction)aretechnicallyfeasible.

Intermsoftechnology,whichinvolvethecrushingofoilpalm seedandextractionofoil,

theindustrialprocessesaresimpleandaspecialistinoilextractionwithmorethan

20yearsexperienceispartofourteam.Theneededequipmentforoilextractionare

readilyavailableandourexpertshavehandonexperienceintheusageand

maintenanceoftheequipment.

Ontheoilpalm production,wehavespecialistsinmechanization,irrigation,farm

management,cropproduction,weedscience,marketdevelopment,agricextensionand

accountingaspartofourmanagementteam.Wealsohavespecialistsinqualitycontrol

aspartofourmanagementteam.Thestateofinfrastructurearoundthefarm and

generallyinDeltaisadequateandsuitableforthelocationofthefarm/firm forefficient

production,processingandmarketing.Rawmaterialswillbeproducedandsourced

locally.

Weareimplementingourprojectusingbestinternationalpractices,sustainable

productionanddueconsiderationfortheenvironment.Althoughsomedegreeof

deforestationwilloccur,theEIA(EnvironmentalImpactAssessment)reportshowslittle

ornodamagetotheenvironmentasitrelatestotheissueofclimatechange.Organic

fertilizerwillbesubstitutedforchemicalfertilizerwithinthreeyearsoffarm operations.



Governmentsupportandregulation

Inlinewiththeagendatoreduceimportdependence,palm oilwasincludedinthe41

itemsmadeineligibleforforexfrom commercialbanksin2015,amovedesignedto

manageforeignreservesandincreaseinvestmentintheindustrylocally.Adutyof35%

wasalsoappliedincrudepalm oil(CPO)importstofurtherencouragelocalproduction

Alongsidetheseindirectinducements,thegovernmentisalsoprovidingdirect

support,announcinginJune2019thatitwouldinvest$500milliontowardsincreasing

palm oilproductionby700%acrossthenexteightyears.Morespecifically,inJanuary

2020,thecentralbankcommitted$190milliontotheEdoStateOilPalm Programmeto

helprevivethesector.

ProjectTimeline

Theprojectwillbecompletedinatleast3yearsafterwhichthefirstsetofproduce

willbepushedouttothemarket,thentherewillbecontinuousproductionforatleast35

years.

Estimatedprofitandcost

FixedCost

A)Landclearing

Activity Quantity ₦ k

LandClearing 1hectare 210,000 00

Crosscutting 1hectare 19,500 00



Romeploughing 1hectare 50,000 00

Subtotal 1hectare 279,500 00

Total 200hectares 55,900,000 00

(B)Equipment

Name QTY ₦ K

Tractor 1 8,800,000 00

Discharrow 1 1,300,000 00

Subsoiler 1 1,120,000 00

Soyseeder 1 1,900,000 00

Weedingmachine 10 550,000 00

Tripper 1 3,400,000 00

CombineHarvester 1 37,250,000 00

Boom sprayer 1 2,500,000 00

Frontloader 1 2,365,000 00

Total 59,185,000 00

(C)Vehicle

Type QTY ₦ K

PickupTruck 2 30,000,000 00

(D)Irrigation

Type QTY ₦ K



HoseReel 1 1,0146,960 00

OperatingCost

WorkingCapital ₦ K

Ploughing/Ha 15,000 00

Seeds/Ha 105,000 00

Harrowing/Ha 10,000 00

Subtotal

130,000

00

For200Ha 26,000,000 00

Mechanization and

storage

105,000 00

For200Ha 21,000,000 00

Input/Ha 91,825 00

For200Ha 18,365,000 00

Areayieldinsurance 13,500 00

Produceaggregation 5,500 00

GeoSpatialService 4,500 00

Subtotal 23,500 00

For200Ha 4,700,000 00

Interestperhectare 22,079 00

For200Ha 4,415,800 00

Totalcostperhectare 245,325 00



Totalcostfor200Ha 49,065,000 00

Loanprincipalandinterest

(costperHectare)

267,404 00

Totalfor200Ha 53,480,800 00

Irrigation costfor200Ha

(excludingfixedcost)

12,009,060 00

REVENUE

ThePalm KernelOilitselfissoldforN120,000Nairaperton.WhiletheSludge

goesforN100,000Nairaperton.Thecostofpalm kernelis80,000Nairaperton.

700tonofoil=700x120,000=N84,000,000

3,400tonofpalm kernel=3400x80,000=N272,000,000

680tonofsludgewillbeproduced=680x100,000=N68,000,000

FundingMechanism

SonghaiDeltawillprovide200Haofclearedfarmlandandleaseittomembersofthe

cooperative.Prescooilwillalsolease6,000MTcapacitysiloasequitycontribution

Equityinvestortoprovideequityforequipmentandvehiclespurchase

Wherepossibleequityinvestortoprovideequityforworkingcapitalorotherwisesecure

loanattherateof9%throughgovernmentinterventionwindowattheBankof

Agriculture,BankofIndustryandCommercialBanks



Conclusion

Theprojectiscommerciallyviableandprofitable.Itisthereforerecommendedfor

funding


