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PROJECT AT A GLANCE

1.
PRODUCT



: RICE & POHA

2.
INSTALLED CAPACITY

:   78000 QTLS. RICE MILL 






    23040 QTLS. POHA MILL

3.
CAPACITY UTILIZATION

: 1st Year      :   30%







  2nd Year      :  75 %






   
  3rd Year      :   90%

4.
PROJECT COST.

 
:  Rs. 126.00 Lacs.




   
BREAK UP


(Rs. in Lac)




  
Land & Site Development
    6.00





   
Building.



  42.00





   
Plant & Machinery.

  64.00






Preliminary & Pre-op. Exp.
    2.00




   

Deposits



    1.00




   

Margin for Working Capital
  11.00










126.00











=======       


5.
MEAN OF FINANCE
: Partner’s Capital


   40.15





   
  Capital Subsidy


     5.85 




             
  Long Term Loans from Bank
   80.00










 126.00 











====== 

6.
RAW MATERIAL REQ./ANNUM
:   Paddy   
-  156000 Qtls.

7.
UTILITIES REQUIRED

:   Power: Rs. 7.00 Lacs at 100% 

    Capacity Utilization.

8.
COST OF PRODUCTION 
:   3rd    Year   :  Rs. 476.66 Lac

9.
SALES REALIZATION

:   3rd   Year
   :  Rs. 522.00 Lac

10.
D.S.C.R.(AVERAGE)

:   
2.32

11.
DEBT EQUITY RATIO

:
1.74 : 1

12.
INTERNAL RATE OF RETURN
:
27.58 % 

 
INTRODUCTION:

Rice is the staple food for 65% of the population in India. It is the largest consumed calorie source among the food grains. With a per capita availability of 73.8 kg it meets 31% of the total calorie requirement of the population. India is the second largest producer of rice in the world next to China. The all India area, production, and yield of rice in the year 2001-02 was 44.62 million hectares, 93.08 million tonnes and 2086 kg/ ha respectively. In India paddy occupies the first place both in area and production. The crop occupies about 37 % of the total cropped area and 44% (2001-02 position) of total production of food grains in India. West Bengal is the leading producer of paddy in the country. It accounts for 16.39% of the total production, and the other leading states are Uttar Pradesh (13.38%), Andhra Pradesh (12.24%), Punjab (9.47%), Orissa (7.68%) and Tamil Nadu (7.38%); the remaining states account for 33.45% of the production. India is also one of the leading exporters of rice in the world market. India's export of rice stood at 23.89 lakh MT in 1997-98. The corresponding value of foreign exchange earned was to the tune of Rs. 3371.00 crore in 1997-98. Indian Basmati Rice has been a favorite among international rice buyers. Following liberalization of international trade after World Trade Agreement, Indian rice will become highly competitive and has been identified as one of the major commodities for export. This provides us with ample opportunity for development of rice based value-added products for earning more foreign exchange. Apart from rice milling, processing of rice bran for oil extraction is also an important agro processing activity for value addition, income and employment generation. 
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Many of the rice processing units are of the traditional huller type and are inefficient. Modern rice mills are having high capacity and are capital intensive, although inefficient, Small modern rice mills have been developed and are available in the market but the lack of information is a bottleneck in its adoption by the prospective entrepreneur. The present model will go a long way in bridging the information gap. 

Description of Rice Milling Operation: 

Paddy in its raw form cannot be consumed by human beings. It needs to be suitably processed for obtaining rice. Rice milling is the process, which helps in removal of hulls and barns from paddy grains to produce polished rice. Rice forms the basic primary processed product obtained from paddy and this is further processed for obtaining various secondary and tertiary products. 

The basic rice milling processes consist of: 

Process Definition 

1. Pre Cleaning: Removing all impurities and unfilled grains from paddy 

2. De-stoning: Separating small stones from paddy 

3. Parboiling (Optional): Helps in improving the nutritional quality by gelatinization of starch inside the rice grain. It improves the milling recovery percent during deshelling and polishing / whitening operation 

4. Husking: Removing husk from paddy 

5. Husk Aspiration: Separating the husk from brown rice/ unhusked paddy 

6. Paddy Separation: Separating the unhusked paddy from brown rice 

7. Whitening: Removing all or part of the bran layer and germ from brown rice 

8. Polishing: Improving the appearance of milled rice by removing the remaining bran particles and by polishing the exterior of the milled kernel 

9. Length Grading: Separating small and large brokens from head rice 

10. Blending: Mixing head rice with predetermined amount of brokens, as required by the customer 

11. Weighing and bagging : Preparing the milled rice for transport to the customer 
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The flow diagram of the various unit operations is as follows: 

[image: image1.jpg]DIAGRAMATIC REPRESENTATION OF RICE MILLING OPERATION
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Status of Rice Milling Units in India: 

Rice milling is the oldest and the largest agro processing industry of the country. At present it has a turn over of more than 25,500/- crore per annum. It processes about 85 million tonnes of paddy per year and provides staple food grain and other valuable products required by over 60% of the population. Paddy grain is milled either in raw condition or after par-boiling, mostly by single hullers of which over 82,000 are registered in the country. Apart from it there are also a large number of unregistered single hulling units in the country. A good number (60 %) of these are also linked with par-boiling units and sun -drying yards. Most of the tiny hullers of about 250-300 kg/hr capacities are employed for custom milling of paddy. Apart from it double hulling units number over 2,600 units, underrun disc shellers cum cone polishers numbering 5,000 units and rubber roll shellers cum friction polishers numbering over 10,000 units are also present in the country. Further over the years there has been a steady growth of improved rice mills in the country. Most of these have capacities ranging from 2 tonnes /hr to 10 tonnes/ hr. 

Need for improved rice mills: 

The recovery of whole grains in a traditional rice mill using steel hullers for dehusking is around 52-54%. There is excessive loss in the form of coarse and fine brokens. Further loss of large portion of endosperm layers during the dehusking operation further accentuates the problem. Against it, the recovery percent of whole grains in modern rice mills using rubber roll shellers for dehusking operation is around 62-64%. The whole grain recovery percent further increases to 66-68% in case of milling of parboiled paddy. Thus it can be seen that there is an overall improvement of recovery of whole grains by about 10-14% if one uses rubber roll shellers for rice milling operations. The conversion ratio ( i.e. recovery % of various final product and byproduct for every 100 kg feed of raw paddy) for these improved rice mills are can be as follows: 

1. Percent of milled Rice: 62-68% 

2. Percent of rice Bran: 4-5% 

3. Percent of rice Husk: 20 - 25% 

4. Percent of germ Wastages: 2%-8% 

It has been observed that dehusking using rubber roll shellers reduces the risk of breaking the grain because husk is pulled off almost at once and pressure is applied by means of resilient surfaces across the width of the grain, where kernels, generally are much more uniform than they are by length. Moreover, the process does not remove the internal epidermis of  the husk. Thus the  deshelled
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grains with their silver skin envelope are protected against scratches and keep longer and better while the silver skin and the germ increases the quantity of bran, which is produced while whitening. The improved rice mills have a better husk and rice bran aspiration system. The same prevents mixing of fine brokens with rice bran. Therefore the quality of rice bran obtained is better. 

It has also been observed that the location of rice mills are confined to a few selected production centres. Their development as a village level agro processing unit is yet to take a proper shape. In the absence of village level rice milling unit, the farmers have to travel great distances for milling the rice. This leads to increased transportation and handling losses. Thus there is a need to develop improved rice mills as a village level agro-processing unit for bringing about technical upgradation and development of the sector. Value addition and generation of gainful and sustainable employment opportunities are the other possible benefits arising out of this agro processing industry. 

The Central Govt. is also providing a big boost towards the development of this industry. It has since repealed w.e.f. May 27, 1998 the Rice Milling Industry (Regulation) Act, 1958 and Rice Milling Industry (Regulation and licensing) Rules, 1959. Further, rice-milling sector, which was earlier reserved for the small-scale sector, have now been dereserved. As such, no license/ permission is now required for setting up a rice mill. 

POHA 

INTRODUCTION

Poha is made from paddy and is a very popular product throughout the country and is consumed in sizeable quantity throughout the year. It is primarily a snack item which is very easy to make even at a short notice. People of all age groups enjoy preparations made from it and they are easy to digest. It can be fried with spices and chilly to make hot and tasty dish or it can also be mixed with milk and sugar to make sweet preparation.

PRODUCTS

Poha is made from paddy and hence it is easy to digest. Spicy or sweet preparations are made from it in the category of fast food. Rice is soaked in water and then roasted to make poha and thus the product has longer shelf life. This product can be produced in any part of the country as paddy is grown in almost all states. Madhya Pradesh is considered as most preferred location as the Paddy grown here is ideal for Poha.
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MARKET POTENTIAL

Poha has an important place in Indian diet and is used extensively in rural and semi-urban areas. Its popularity in the urban areas is gradually coming down due to changing tastes and food habits but many households still use it regularly. Thus, market for this product is spread across the country. Apart from households, its preparations are sold in restaurants, roadside dhabas or vendors, hostels, canteens etc. round the year. Thus, there is a large market for this product and with adequate efforts it can be captured.
MANUFACTURING PROCESS

It is conventional and very well standardised. Paddy is cleaned and graded to remove impurities and then it is soaked in hot water for about 45 minutes. After drying, it is roasted to make flakes. These flakes are passed through sieves to remove unwanted materials and to obtain flakes of fairly even size. Finally, they are packed. During the process, yield of even sized flakes is about 60 - 65%, whereas process loss and wastages account for 5%. Balance 30 % is Husk, which is used in the Roaster.

Raw Material

The all-important material is paddy of the desired quality. It is grown in ample quantity in the state but it is advisable to have some firm supply arrangements beforehand to ensure timely supply during lean period. Gunny bags will be required for packing of finished goods.

PRESENT PROPOSAL

The Government has introduced "Custom Milling” which means milling of paddy, not belonging to the miller, into rice in his rice mill on payment of milling charges in cash or in kind; the success of any Industry depends primarily into two factors. One is availability of Raw material and secondly the assured market for the Finished Goods produced. The introduction of Custom Milling have helped Rice Milling Industry in both this aspect as the paddy is provided by Government which is milled into Rice by the Rice Millers and is delivered back to the Government for a consideration of fix milling charges. Thus the Rice Mills are nowadays prospering through Government Policy. 

Having understood the scope of Rice Milling and realising the lack of Industries in Jabalpur, Promoters have decided to setup a Rice Mill of 5 MT Paddy Processing capacity. The Paddy available in and around Jabalpur is also considered best for POHA and therefore the Promoters are also installing Poha Mill 8 no.’s complete with roasters & other machinery detailed elsewhere in the Proposal.
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EXECUTIVE SUMMARY
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Investment components 

The various investment components are as follows: 

Land and site development: 
The Firm has already obtained on Lease industrial plot of land from District Trade and Industries Centre Jabalpur at Plot no. 76, Industrial Area Richhai, Jabalpur comprising of an area measuring approximately 195000 square feet for a period of thirty years commencing from 2006 to 2036. 

 Shed, Building & Civil Works: 

The various construction requirement of a Rice Mill & Poha Mill are as follows: 

1. Raw paddy Godown.  2. Cleaning unit.  3. Milling section. 4. Finished product stores. 5. Machine rooms. 6. Auxiliary structures such as office, stores etc. 

As per the architect’s estimates the total cost of construction will be Rs. 42.00 Lac as detailed in architect’s estimates enclosed. 

Technology: 
It is better to use rubber roll shellers for dehusking of paddy in the unit for better performance. The Firm is using the same technology. The technology for Poha mill is also an indigenous one and the suppliers of the machinery are located at Raipur (C.G.). It employs simple technology.

Plant and machinery and electricals: 

The details of the nature and type of plant and machinery, their capacity, power consumption, level of automation varies upon the market needs, nature and type of the end products and the investment capacity of the entrepreneur. Whenever paddy is required to be parboiled prior to deshelling, a parboiling unit with steam boilers has to be installed by the milling unit. The same will increase the P&M cost. 

The details of plant and machinery and their use for the rice milling unit are as follows: 

1. Paddy cleaner  - Raw paddy cleaner cum aspirator consisting of large aspiration of desired suction width fitted with double fans with necessary damper controls. The precleaner is also provided with a magnetic separator for removing iron particles (for avoiding damage to other machines in the rice mill) feed hopper and other accessories viz. bearings, block sockets, shafting pulley, holding bolt etc.
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2. Paddy Separators  - Paddy Separator for separating undeshelled paddy from deshelled paddy.

3. Blowers, Husk and Barn Aspirators - Blowers, husk and barn aspirators for aspiration of light particles, separating husks from dehusked kernels and for separating bran from milled rice.

4. Paddy Polishers - 3 nos. of cone type paddy polishers of suitable capacity for polishing and whitening rice grains to the desired degree

5. Rice grader/ aspirator - Rice grader/ aspirator for purification and grading of polished rice grains and for separation of the fine brokens, coarse brokens from whole rice

6. Bucket Elevators - Bucket elevators for bulk transport and conveyance of raw paddy, milled rice from 1 unit operation to another in a rice milling unit

The List of Plant & machinery for Rice Mill & Poha Mill is as detailed below:

	   RICE MILL

	S.No.
	Item and Description
	(Rs.in Lacs)

	1
	Paddy pre cleaner capacity 6 MT model ACP-02 complete with Cyclone, Airlock with 1 HP geared El. Motor
	2.10

	2
	Paddy De-stoner capacity 6 MT model ADC-02
	1.91

	3
	MTR/ Vibro cleaner- AVC-02 with motor
	1.81

	4
	Elevators- 35 feet height with Bucket - 10 no.
	4.50

	5
	Bran Filter complete with motor
	0.65

	3
	Pneumatic Sheller & Husk Seperator. Complete with Vibrofeeder, Motor, venturi & Blower
	4.85

	4
	Paddy Seperator 
	2.90

	5
	Polisher - 2 no.'s - 3 screen model complete
	2.55

	6
	Polisher Motor - 2 no.- 30 HP each
	1.30

	11
	Pipe Line, Channel,Chadar, Steel Structure Hopper etc.
	6.00

	12
	Transformer
	3.00

	13
	Electrical Substation 
	3.50

	
	Subtotal
	35.07

	
	Taxes, Erection, Insurance, Transporattion, Commissioning 
	4.38

	
	Total
	39.45

	
	Say
	39.00
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	POHA MILL

	S.No.
	Item and Description
	(Rs.in Lacs)

	1
	Poha Machine TAJ Brand 8 no.
	6.80

	2
	Electical Motors & starters for above 25 HP - 4 NO.
	1.97

	3
	Roaster Machine complete with accessories - 1 no.
	4.91

	4
	Flaker Machine- 2 no.
	6.62

	5
	Paddy Chalni (Steel Body) – 1 no.
	0.36

	6
	Paddy Cleaner Machine - 1 no.
	0.85

	7
	Elevator Machine - 3 no.
	0.70

	
	Subtotal
	22.21

	
	Taxes, Erection, Insurance, Transporattion, Commissioning etc.
	2.78

	
	Total
	24.99

	
	Say
	25.00


All the above machineries are to be procured from reputed manufacturer and suppliers of those machines as enumerated in technical Annexure- VI of this Project report.  

LOCATION OF THE PROJECT

The present project is being set up at Richhai Industrial Area, Jabalpur in the state of Madhya Pradesh, Jabalpur city which is well connected with all major centres in the country, through efficient and convenient rail, road and other transportation facilities. The merits of the site with respect to different factors are described as under:

1)
Proximity to raw material sources:
Paddy is cultivated in abundance in Jabalpur and nearby region. So, the requisite Raw material is available for the Proposed Rice & poha mill for major part of the year. Paddy will also be available from FCI.

2) 
Proximity to marketing point: 

One of the proposed products Rice is to be supplied for custom milling to Government. Another Product Poha is highly demanded in Jabalpur and surrounding areas. So, there is no problem for marketing the finished product. 
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3)
Availability of utility facilities: 

The major utility viz: water shall be available from the proposed bore wells to be dug at the site. Moreover there is number of units already operating in the area and all the necessary utilities are available in the area. 

4)
Availability of infrastructural facilities: 

Jabalpur has well developed infrastructural facilities in view of steady industrialisation of the area. However, all the required infrastructural facilities are abundantly available at a distance of 10 kms from the proposed site.


Labour: -

Semi-skilled and unskilled labour is abundantly available in Jabalpur and nearby village and towns. Adequate technical help is available at Raipur not far away as and when required where skilled persons are easily available.

5)
Management :

The Firm will be having its office at Jabalpur town to enable close control and management of the plant. Sri Mukesh Jain having obtained technical expertise from Suparshwa Rice Mill, Warseoni Dist: Balaghat about operation and management of Rice Mill and Sri Sandesh Jain who will be Chief executive in the Unit having experience in trading & manufacturing of Grains for more than 10 years will be primarily responsible for the overall management of unit.

6)
Organizational setup: 
The unit will require 3 administrative staff and 28 production staff as detailed in Technical Annexure – XI of this Project report. The manpower is easily available in the area. The Partners are technically competent and will be responsible for overall management of the Unit. All the above staff shall be directly working under the supervision of Partners.
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Financial projection and Term Loan: 
The financial analysis of the investment on rice mill having an installed capacity of 120000 qtls./ annum paddy processing & on Poha Mill with 36000 qtls/ annum. has been attempted and is placed from Annexure I to X. The project has a margin money component of 25% for building & Plant & Machinery with the rate of interest on term loan as 9.50% p.a. & Working Capital as 9.00 %.The total Project Cost is envisaged at Rs. 126 lacs and Term Loan requested is Rs.80 Lacs. The Promoter’s margin is Rs.40.50 lacs. The Project will be eligible for Capital subsidy estimated as Rs. 5.85 lacs. The Cost of Project & means of Finance of the Project will be as follows:

Cost of Project & Means of Finance

	COST OF PROJECT
	  Amount

(Rs. in Lacs)

	Land & Site Development 
	6.00

	Building & Civil Work 
	42.00

	Plant & Machinery
	     64.00     

	Preliminary & Preoperative Expenses
	2.00

	Deposits  
	1.00

	Margin Money for Working Capital 
	11.00

	TOTAL
	126.00

	MEANS OF FINANCE
	

	Partner’s Capital
	40.15

	Capital Subsidy (CLCSS)
	5.85

	Term Loan from Bank 
	80.00

	TOTAL
	126.00


Repayment: 

The repayment schedule of Term loan has been calculated considering the tenure of the term loan to be 78 months inclusive of a grace period of 14 months.  The term loan of Rs. 80 lacs shall be repaid in 64 equal monthly instalments of Rs. 1.25 lacs commencing from December 2007. 

GOVERNMENT SUBSIDY

A credit link capital subsidy scheme is in operation for setting up Rice Mill new industries as well as technology up gradation of existing industry. Rate of subsidy is 15 % on cost of machinery. Therefore the Rice Mill Unit will qualify for such subsidy.
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PROJECT ECONOMICS

The project economics has been computed taking into consideration the expected   cost of    inputs, selling prices of outputs, the estimated cost of project and means of finance.  It is proposed to commence commercial production from January 2007 for Rice Milling activity and from April 2007 in Poha Milling activity. 

1.    
The installed capacity has been taken as 120000 qtls. for Rice Milling





&


   36000 qtls. for Poha Milling






(Based on Paddy Processing for 240 working days)

2.
No. of months for working per annum is taken as 8 months & capacity  utilization in the first year has been considered at 30% (being 3 month’s working) for rice Mill, 2nd year 75 % & thereafter at 90% from 3rd year onwards for both the Rice & Poha Mill. Please refer Technical Annexure – VIII for details.

3.
Raw Materials:

The raw material required is Paddy.

The average yield of paddy is 73 % and 64% for Rice Mill and Poha Mill respectively. 



Annual Requirement of Paddy for Rice Mill
=
120000 Qtls.



Annual Requirement of Paddy for Rice Mill
=
  36000 Qtls.

4. 
Raw Material Price
: Market Price for paddy ranges from Rs. 580 to Rs. 600/- per quintal during season and about Rs. 650/- during non season. 

Therefore we have taken average cost of Paddy at Rs. 625/- per Qtl. on conservative basis.

Total Cost  for Paddy in Rice Mill
: 120000*625=      Rs 750.00 Lacs

Total Cost  for Paddy in Poha Mill
:   36000*625=      Rs 225.00 Lacs

5.
Salary & Wages has been estimated at Rs. 12.80 Lacs P.a.

6.
Repair  & Maintenance has been taken at  1% of Fixed Assets per annum. 

7.
Administrative Overheads have been estimated at Rs.1.00 Lac per annum

8.
Financial expenses: Financial Expenses have been estimated as under: -


1. Interest on Bank Term Loan @ 9.00% p.a 

2. Interest on working capital borrowing have been taken at @ 9.50% p.a.
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SCHEDULE OF IMPLEMENTATION
The estimation of time required to implement a project plays a very important role in the overall project cost. The time required to completely implement the project has to be carefully determined and then fixed. The time so decided has to be adhered to, in order to avoid cost-over runs and time-over-runs thus keeping the project cost within estimated parameters.

The various factors that are taken in account for estimating the time required for implementing the projects are:


Activity






Status

1
Land acquisition





Acquired

2
Detailed Engineering of the unit-Civil & 

Architectural Drawings




obtained

3
Land development and civil construction


October’06

4
Placement of orders for Plant & Machinery

October’06

5
Erection of plant & Machinery



November’06

6 Trial runs of the plant & Machinery.


December’06

The Promoters are very keen to implement the Project timely. The Firm had already employed contractors to implement the project within a very reasonable period of time. The management is confident of getting Commercial production in January’2007.

Conclusion and recommendation
The promoters of                       have chosen Industrial area located at Richhai Industrial Area, which is central place for raw material availability and finished goods sale. The site is situated near to national highway ensuring no transportation bottleneck. The product proposed to be manufactured is sold within Jabalpur and nearby areas and are having great demand. The Investment in Plant & machinery will qualify for Capital Subsidy under credit linked capital subsidy scheme. With their wide experience in business and good relationship with various Government Departments and Industries, they will be in position to install & run the Proposed Industry efficiently and thus will be able to increase overall profitability of group. 

The promoters are resourceful enough to arrange for Capital with their relatives & friends. Markets reputation is very good. With the above record it is recommended the project will be successful within stipulated time period.

