
 



 

 

This study was conducted Dr. Fredrick John of the consulting group of Ramakorr 

 

 Enterprises (SL). The purpose of this study is to explore the economic feasibility of 

 

 establishing a palm oil processing plant for Exodus Trust Intl.  (ETI) in coordination with  

 

vested stakeholder sites in the  republics of Sierra Leone, Liberia, and Guinea.   The  

 

objective is to supply the aforementioned domestic markets, ECOWAS member countries,  

 

as well as international producers and manufacturers. 

 

 

A processing plant with a capacity of thirty tons per hour is analyzed in this study.  

 

The study is divided into three categories: cost, profitability and feasibility.  

 

The Cost of investment is estimated by construction costs as well as current and concrete  

 

data provided by the various stakeholders vested in the production of palm oil for human consumption and alternative energy for power.  The  

 

Profitability Analysis is measuring the net income or loss of operating the palm oil processing plant per month. The net present value of this  

 

investment has a positive value of $82,687,352. This means the investment will bring a net gain of $82,687,352 for ETI after  

 

it operates.  

 



 

 

 
This economic feasibility study is to estimate and calculate the cost of the processing plant, the cost of Manufacturing and running the processing plant, and the  

average return on investment.  

Cost Analysis  Profitability Analysis  Feasibility Study 

1.Cost of the Building 

a.  Brick 

b. Sand 

c. Cement 

d. Rebar 

e. Doors and Windows 

2. Cost of equipment  

a. Processing machine 

b. Packaging machine 

c. Other machine 

3. Other factory cost 

a. Furniture 

b. Buckets to wash palm oil fruits 

c. Container to store palm oil fruits 

1.Sales revenue 

a. Estimated total Production 

b. Selling Price 

2. COGS – FFB price 

3. Operating expenses 

a. Processing 

b. Maintenance 

c. Overhead 

4. Interest expenses  

5. Tax 

    

1. Net Present Value 

a. Cost of Investment 

b. Expected profit (net Income) 

c. Rate of Interest or rate of return 

d. Payback period 

2. Break-even analysis 

a. Total fixed cost 

b. Price 

c. Average variable cost 



 

 

By using development cost, operation cost and income, we have been able to construct an economic feasibility analysis. The 

purpose of which is to assess the profitability of the initial investment capital over the next ten years using Net Present Value 

method to calculate whether ETI should invest in building a processing plant.  

The author will need the cost of the investment, in this case the cost of the processing plant from the first data section, the expected 

profit for each year from the second data section, the rate of interest (assumption), and the payback period.  

Besides that, the author will also perform the break-even analysis to know when ETI will be break-even. The data for break- even 

analysis will be obtained from the previous calculations; total fixed cost, price, and average variable cost.  

 

 

 

 

 



 



 

 

An individual palm oil fruit consists of the outer 

skin (the exocarp), a pulp (the mesocarp), a 

central nut consisting of a shell (endocarp), and 

the kernel. The weight of an individual fruit 

ranges from six to twenty grams. The exocarp is 

the very outer skin of the individual fruit. The 

mesocarp is the orange yellowish part in the 

middle between the exocarp and endocarp. This 

part is the main ingredient for palm oil, which 

gives the carotenoids in the oil. The endocarp is 

the black circle surrounding the kernel. It is the 

inside shell of palm oil fruits that protecting the 

kernel. The kernel is the white part in the middle 

of the fruit. This part is used in palm kernel oil. 

On the tree, the individual fruits are in a bunch 

together. The weight of a fruit bunch varies 

between ten to forty kilograms. Fruit bunches usually are sold from the farmers to the processing plants. Before processing, the workers 

separate all the individual fruits from the bunch.  



 

 

 

This analysis, list all the possible cost of building a processing plant in different categories. After listing all the 

possible cost, the proposer added all the cost in all the categories to get the total estimated investment.  

 

Equation 1  
• Total Investment = Cost of the building + Cost of the equipment + Other factory 
cost  
 
Equation 2 
• Revenue (Net Sales of CPO) = CPO ($/ton) x working hours (hour) x 30 
tons/hour  
 
Equation 3 
• COGS (FFB price) = CPO ($/ton) x index “K” x yield x 5  
 
Equation 4 
• Operating expenses = [(Processing + Maintenance + Overhead without 
Depreciation) x working hours x 30 tons/hour] + Depreciation 
  
Equation 5  
• Net income = (Revenue – COGS) – Operating expenses – Depreciation – Interest 
expense – Tax  



  

The study assumes that the demand of palm oil 

keeps increasing and ETI. will be able to sell all the 

Various products that have been processed and 

manufactured.  

A future price of palm oil price will be used, 

assuming that the average price in the next ten 

years will be close enough to the estimate price.  

The operation costs are based on another 

company’s performance, which are already in the 

industry for more than twenty years. The interest 

rate and tax rate are held stable at the rate 12% 

and 25% respectively. The working hours are 

estimated as 12 hours a day and 20 days a month. It is estimated that the depreciation using the straight-line depreciation over 25 years period.  



 

 

 

The study is conducted to help ETI analyze the accounting and economic realities of having a new palm oil processing plant. This study will 

give broader views toward the expansion of the company into other ECOWAS countries as well as assess the processing efficiency in a 

palm oil processing plant in Sierra Leone. The Study also addresses the problem of the palm oil processing plant’s optimal size. After 

analyzing the data from other companies with a similar size in West Africa, a processing plant with a capacity of 30 tons of palm oil per 

hour currently might be the optimal size for the Company as it shows that this investment will return a minimum average of 12% over the 

next 10 years.  

 



 

 

 

  

The costs of investment data are gathered by the author with consultations 

with the management team and a construction company in Sierra Leone. 

The cost is divided into five sections; preliminaries, earthworks, civil and 

structural works, mechanical works, electrical works, and proprietary of 

equipment.  

Item Descriptions Amount 

A Preliminaries  $75,260 

B Earthworks, Civil, and Structural Works $3,754,475 

C Mechanical Works $5,029,075 

D Electrical Works $653,666 

E Proprietary Equipment $1,444,228 

 Total $10,956,707. 



 

 

  

 Exodus Trust Intl. will get its revenue from Crude Palm Oil (CPO), Palm 

Kernel Oil and some other by-products (biofuel, Coal pellets, 

Fertilizer)  

 The price of CPO is determined by taking a lower future price of CPO, 

which is $973.20 per ton.  

 In similar projects in the region, the average future price of CPO for 

the next several years was above $1,000 per ton. Thus, the Consultant 

assumes the worst scenario when analyzing the data.  

 The estimated working hours are 12 hours a day and 20 days a month.  

 By using equation 2 above, the sales revenue every month is 



approximately $7,007,040.  

 For every ton of CPO produced, 5 tons of FFB are used. The cost of FFB is based on the current CPO price with 

a basis of 84.40% and a yield of 15.62%.  (Ministry of Agriculture, Forestry and Food Security in Sierra Leone). 

 By using equation 3 above, the cost of goods sold (COGS) every month is $4,618,789. The difference between 

the revenue and the cost of goods sold is shown as gross profits.  

 The operating expenses are estimated using another private company in Liberia. Based on this company’s data, 

the processing expense is $16.92 per ton of CPO.  

 The maintenance expense is $4.83 per ton of CPO and the overhead expense, not including the depreciation, is 

$2.29 per ton of CPO.  

 However, because the model processing plant we investigated has a larger scale operation compared to ETI, the 

author multiplies the expenses by three, assuming that ETI is new in the industry and not as efficient as the 

existing model company.  

 For the depreciation, the Consultant takes the total cost of investment and depreciates it over 25years lifetime 

with straight-line depreciation.  

 The total depreciation for each month is $36,522.36. By using equation 4, the total operating expenses every 



month is $555,594. The difference between gross profits and total operating expenses is known as operating 

income.  

 Other expense included in the income statement, is interest expense. Interest rate in West Africa on average is 

12%.  

 In the first few years, the Company has to pay around $100,000 for the interest expense.  

 For this study, the Consultant calculates the total interest expense that the Company will have to pay and 

divides the total expense equally across every month over ten years period.  

 The total interest expense will have to pay is $7,906,923 and the interest expense, which will be shown in the 

income statement, is $65,891 every month.  

 The net income before taxes every month will be $1,766,766. With 25% tax rate in Indonesia, total tax which 

needs to be paid is $441,692 per month.  

 By using equation 5, the income statement every month has a net value of $1,325,075. (See Appendix 2)  



  

 

 

 After getting the two data, the cost of investment and the net 

income every month, the Consultant computes the net inflow 

over the next ten years.  

 The Company net income every year is $15,900,895. Cost of 

capital (Kc) is computed as 11% because Exodus Trust Intl. 

would want at least 12% rate of return on investment.  

 By using equation 6, the total net inflow is $93,644,059. By 

using this total net inflow, the net present value can be 



computed.  

 The net present value of this investment is $82,687,352 (See Appendix 4).  

 The fixed costs for the break-even analysis are the repayment for the investment cost, depreciation expense 

and interest expense per month.  

 The variable costs consist of the processing, maintenance, 

and overhead costs per ton. In this analysis, the Consultant 

uses the selling price at $973.20 per ton.  

 By using equation 7, the Company will breakeven at 

1,000 tons per month, given the current fixed cost, 

variable cost and selling price. (See Appendix 5).  

 Based on the net present value analysis, the Consultant 

accepts the hypothesis. By making this investment, the 

company will gain $82,687,352 over the next ten years.  

 ETI only needs 1,000 tons per month to be break-even 



at the current fixed and variable cost.  

 Meanwhile, the expected sales will be 7,200 tons per month.  

 Thus, the investment of building a processing plant will be beneficial to the Company because it has potential 

accounting and economic benefits. It is an opportunity for the ETI to make the investment.  

 The mill will be ruggedly constructed to be able to work long hours at maximum capacity without frequent 

breakdowns, or other unplanned stoppages.  

 Unplanned breakdown maintenance will be kept to a minimum by a comprehensive preventive maintenance 

programed.  

 



 

 

  



 

 

 

 

 

 

 A palm oil processing plant with a capacity of thirty tons per hour is a feasible size for Exodus Trust Intl. in West 

Africa, beginning with the Mano River Union countries of Sierra Leone, Liberia and Guinea.  

 The investment will give a net gain for ETI and give a minimum return of 12%.  

 The Consultant uses 240 working hours as the estimate working hours in the analyses, which is believed to be the 



optimal.  

 The investment costs show that building the palm oil processing plant with a capacity of thirty (30) tons per hour 

is a huge investment.  

 Based on this study, it is estimated that the ETI will get a net income of $1,325,075 per month.  

 The repayment for the investment cost will be paid off over the next ten years.  

 The repayment each month will be $157,197. Thus, after repayment, the Company will gain about $1,000,000 

every month.  

 The investment has a net present value of $82,687,352, which means that if Exodus Trust Intl. invests today, it will 

get $82,687,352 gain from the investment in the present’s value. Moreover, the ETI only needs to produce 1,000 

tons per month to cover all its fixed costs. With an estimate 240 working hours, the processing plant can 

produce 7,200 tons per month.  

 Thus, the Company (Exodus Trust Intl.) will benefit from the investment based on this analysis.     



 

 

 

This is an initial study to help the management team of Exodus Commodity Investment Trust Company to make 

decision if it is financially feasible to build a palm oil processing plant with a capacity of thirty tons per hour. The 

costs estimation is based on three another company performances in the region, that are already in the industry for 

some years. Even though the estimation gives a good overall picture, the management team has to make 

adjustments after the first two months of production, in order to get a more accurate projection of the long run.  

The working hour estimation is based on the Consultant and study team’s assumption. Thus, it is necessary to 

make adjustments after the first few months of production and after the first year of production to make the 

annual budget plan. A further study might be needed to provide more inputs on the issues of efficiency and 

sustainability.  



 

  

 

 

  



 



 

 

 

 



 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 



 


