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1999-2003 BUSINESS PLAN
PROPOSAL

BrsT OPPORTUNITY FOR PRODUCTION EXPANSION

INTRODUCTION

The present business plan has been modified after the slaughter plant of “Bvin Huch” company had
been selected as 2 model enterprise under the technical assistance project by Japanese Government for
the development of the Mongolian processing entities. The recommendation by the Japanese experts
during the visit to the plant are taken into consideration.

The company is in position to match the requirements of TA Project export oriented, Jocal raw materal
processing, modern equipment and trained workforce. The business plan covers 5 year period between
1999-2003 including.

CORPORATE BRIEF HISTORY

The company with limited Lability “Eviin Huch” CO., LTD was established in 1992. The start up
business of the company was foreign trade operation with the export of meat to Russia in exchange of
petrol. In this period, the company usually slaughtered the purchased animals n the facilities of other
meat processing companies and later decided to have its own slaughter plant. Bor-Ondor is chosen as the
plant size for the following reasons:

¢ connected to Russia and China and also with the other big cities fo Mongolia by railroad;

o access to the infrastucture facilities of flour-spar ore dressing plant of the city such as
reserve power generator, water supply etc;

¢ closeness to the animal supply areas;

*  cheap labour force in comparison to Ulaanbaatar one

The line equipment installed in 1996 and beginning from the October of 1996, the plant started its
operation. Mr. M.Enkhsaihan, Prime-minister of Mongolia participated in the inauguration ceremony
of the plant. Also “Bviin Huch” CO., LTD  has started the project to set up the pig breeding farm with

500 reproducers. The President of Mongolia personally laid the foundation stone of the farm durning his
visit to Bor-Ondor Town in May, 1996. _

“Byiin Huch” CO., LTD is an one man company with limited liabilities. The Governance of the company is
organized in accordance with the Mongolian Law on Company and Partnership approved by the State Great
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Hural (Partiament) in 1995. The highest decision making body of the company is the General Director.
General Director is the owner of the “Eviin Huch” CO., LTD . The managers of the company are appointed
by the General Director of the company on the contractual basis.

The headquarters of the “Eviin Huch” is situated in Ulaanbaatar and it has representative office in Bor-
Ondor Town.

Table 1. Facts about Hentii and Bor-Ondar

Hentii is one of the 22 administrative units of Mongolia®. The center of the aimag is Ondorhaan swm. The
population of aimag is 73,900. The different natural zones pass through the territory of Hentii aimag;
taiga, semi-forest, steppe and semi desert.

The main economic sector of the aimag is animathusbandry and mining. The very small capacity of the food
and light indusiry is built. Almost all livestock has been given into the private ownership and the private
sector in the other sectors of the local economy is gaining momentum. “Eviin Huch” Co., LTD is the biggest
private company in the aimag. One of the biggest flour-spar mining company in Asia is located in the
territory of Hentii. There is also big coal and several gold deposits.

Bor-Ondor Town was foundéd in 1981 with the construction of the flour-spar ore dressing plant under the
joint Mongolian-Russian project. The town is situated in the termrtory of the Darhan swr of Hentii. The
Darhan sum is situated about 330 km to the South-East of Ulaanbaatar and 170 km to the South of Hentii.
Bor-Ondor Town is located in the cross-road of three aimags: Hentii, Dormogovi and Dundgovi. The town is
located in the steppe and semi-desert zone of the country. The average temperature in the Winter time is ~
18C and in Summer +18 and is considered as modest climatic zone of the country.

The population of the Bor-Ondor Town is 8,000, The inhabitants of the town are known to be well educated
and skilled. The Bor-Ondor Town is well connected with the other parts of Mongolia by infrastructure. The
high voltage power line and railroad reach the town. The social welfare infrastructure is well developed
thanks to the huge investment during the construction of the ore dressing plant. There are modern secondary
school, public hospital and kindergartens.

SLAUGHTER PLANT

The core business of the company is meat processing. It operates in the Bor-Ondor town of Darhan sum,
Hentii aizgg in the Hastern Mongohia. The project began to be unplemented 1 1993 in cooperation with
the BC Berhin engineering and contracting company from West Berlin, Germany. The BC Berlin
prepared all FS and design of the slaughter plant. The drawing of the building is prepared by the
Mongohan engineering company. The same year, the company commenced the construction work.

The production capacity of “Ewviin Huch” CO., LTD plant is 15 tons of meat per day. The
slaughtering capacity of the plant is 25,000 cattle or horses; and about 100,000 sheep or goats. The
boned cuts of the meat are sorted and prepared for the export. The plant is equipped with German state-
of-art technology from inspection of the animals to packaging the final product and has its own inside
waste handling of the plant which greatly assist the environmental  issues.

! Mongolia has 21 atmags (provinces) and capital city. The aimags are divided into sums and sums are divided intc bags. The number of sums
and bags depend on the size of dmags.
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101 persons work at the plant. ‘The professional skill and level are adequate. There ate all engineers and
mechanics necessary to run the production.

The products of Slaughter plant match the Eutopean quality and sanitary requirements for the export.
The “Eviin Huch” CO., LTD was awarded by the import certificate of the Russian Federation.

Table 2. Meat export of “Bviin Huch” (in metric tones)

M Carcass & deboned meat
B intestine

PIG BREEDING FARM

In order to secure the supply of the raw materials and meet hxgh demand of pork meat in the domestic
markets and also to export, the company has been implementing a project on the development of pig
breeding farm in Bor-Ondor. The farm is situated 1 kin from the slaughter plant.

“FEviin Huch” Co.,LTD has concluded the cooperation contract with General Company of the
Agricultural Science & Technology Development of Inner Mongohlia, China on the purchase of 420

reproducers and 30 mates by the end of 1998. The Chinese contracting side provides the technical

expertise and specialists during the first year of the pig breeding, According to the preliminary estumation

the farm has capacity to ratse upto 10,000 pigs per year.

At present 30 workers are working at the farm facilities. The farm will be put into operation by the end
of 1998.

AGRICULTURAL FARM

The company is developing the crop cultivation in the territory of Gurvanbayan sum of Hentii aimag. The
cultivated land is located in the territory of sum of the same aunag. The company has 6600 ha arable land.
80 per cent of the land is cultivated under wheat and the remaining is under other cultivation. The
agriculture farm of “Eviin Huch” CO., LTD is equipped with adequate machinery and equipment with
a capacity to collect around 300 tons forage per one season.
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PRESENT BUSINESS SITUATION IN “EVIIN HUCH” CO.,LTD

Nowadays, the company is one of the well established and well-known private company in Mongolia.
The company is known as an aggressive new exportet.

The economic situation in Russia has a direct impact on the activities of the company. The devaluation
of the rouble in August has had a very negative influence on the export of meat. A good knowledge of
the real situation in Russia and long term commitment by the Russian buyers helped to avoid the serious
losses. The payment has been made in barter trade form.

Ts.Bayarsaihan, the owner of the company has the intention to build up complete chain of the meat
processing technology. The construction of pig and cattle breeding farm and development of the
agricultural farm are the long term objectives of the company.

The main business objective of the company is high capacity utilization of the meat processing plant and
diversify the sale market for the products.

INVESTMENT PLAN FOR 1999-2003

After the commencement of the operation of the plant, the company has already invested in the
construction of pig breeding farm and received soft loan for the purchase of pig and sheep slaughtering
line. The new investment is required to achieve the following targets:

1. Increased use of the capacity through pig and cattle breeding farms;

2. lnvestment related to the diversification of the export market rather than Russtan
Federation through the promotion and packaging;

3. Improve the laboratory which could match requirements of the international standards;

HUMAN RESOURCE DEVELOFMENT

One of the weakness of the company is the absence of the good medium range managers. It 1s not easy
to hire the highly skilled and able managers in Bor-Ondor and Gurvanbayan. The expenses to bring the
good managers from Ulaanbaatar and settle them at the plant and farm sites will be very high by the
Mongolian standards. : :

The most adequate approach to improve HR is the short term teaining for the present managers and
university education for the future managers on the basis of employment contracts.

The short-term training for the employees and seasonal workers can be held in  the production sites of
the company: Bor-Ondor and Gurvanbayan. The professional trainess from the national universities and
scientific institutions are invited. The main training subjects are business understanding, labor safety,
corporate culture and organizational behavior.
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MARKET

World price for the beef is favourable for the coming years. The decrease in number of heads of cattle in

Russia and Furope determines the increase of the price for beef products.

price in curre'nt'cent per kg

300
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The major market will remain the Russian Federation despite the growing efforts to diversify the market.
The total production is exported to Irkutsk, Ulaan-Ud, Usty-Kut of Russia under the sale contract.

Although the meat processing industry in Mongolia is competitive, the company has a good
competitiveness among the Mongolian meat exporters. The major plants of the sector are old fashioned
and soviet built There are seven factories (see table 2). The mdjor products of the industry are the beef,
horse meat, mutton, hides, sheep and goat skins, casings, intesttne. The total export of meat was
negligent in comparison of the domestically produced meat — 2,000 tons in 1995, 3,100 in 1996 The
domestic total production of meat  was 11,000 tons n 1996.

Table 3. Mongolian Meat Processers

Name of the companies Built by Status Performance Weakness
{1-5 points)

“MakhImpex™, Ulaanbaatar, East Germany Oid 3 too big
“Dyarhan Hishig”, Darkhan-Uul aimag, Hungary Partially 2 poor

: ' management
“Domod’; Dormod aimag, Soviet Union 0ld 1 too old
“Bviin Huch” Henlii aimag, Mongolian with German New 4 working

iine capitai
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“Domyn Govi”, Dortiogovi aimag Soviet Union New German management
ling

“Makh HAA” in Bayan-Olgii aimag Soviet Union Qld too old

“Bagahangai”, Ulaanbaatar Finland New large debt

Bottlenecks in within the value creating chain of the meat mdustry:

o plants face huge financial constraints and management skills to operate business in

changing economic and business environment;

¢ some of the plants need to improve its fixed assets;

¢ insufficient veterinary services to the herders and the proper samitary regimes creates a
bad pesception about the meat quality among the foreign customers;

e inadequate transportation and the packaging facilities limit the sales potential of the

plants;

¢ inefficient marketing efforts decrease the competitive capabilities of the plants to

operate in the conditions of uncertainty and risk.

The company is seeking the export to Japan, through the JETRO n Japan.
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