SUMMARY

of investment project 
“On Construction of Sheep Farm of Meat-Wool Breed 
in South-East Zone of Saratov Region”
This investment project allows organizing a sheep farm of meat-wool breed at the territory of any area of South-East zone of Saratov Region. The land site should be about 8.0 thousand hectares. The sheep farm is supposed to include 11 spaces consisting of sheepfolds, paddock areas, utilities buildings, wells, and shepherds’ houses.
This project provides purchasing of a breeding livestock (5.0 thousand ewes and 200 rams) in the Saratov, Astrakhan, Volgograd, Rostov Regions, and in the Republic of Kazakhstan. 
The forage reserve is provided with pastures of the Alexandrov-Gaj area, and also with the concentrated forages on the basis of grain grown up on the rented lands in the same area. Other forages (carrots, mixed fodders, etc.) could be bought at the farms of the area or at the specialized enterprises of the Region.
Sales proceeds are formed due to the sale of lambs (4.5 month lambs) in live weight, of breeding livestock, and wool; and due to the rendering of services to the exterior organizations by crop brigade.
Production is supposed to be sold to the organizations specializing on sale of the meat from the Russian manufacturers; to large meet-processing enterprises of the Volgograd, Kazan, and Saratov Regions; and also to the agricultural enterprises of the Saratov and other Regions interested in purchase of a breeding livestock of Edilbaevskaya breed.
At the full launching of the project the total staff size will account to 126 persons, including 89 seasonal workers.
There are two possible variants of the project implementation:
1) The project from “zero cycle” - tenancy of lands of indicated area and construction of new cattle-breeding buildings and facilities;
2) The project “modernization of existing cattle-breeding premises” - construction of missing cattle-breeding premises and tenancy with the subsequent reconstruction of the premises existing on the indicated area (in brackets).

To implement this investment project 136.2 (95.8) million rubles of capital investments are needed.
As a result, net income will amount to 8.7 million rubles. 

Profitability of animal product is 96%. 
Payback period of the project non-metering discounting is 14 years 4 months (10 years 2 months), with the project risks no less than 19.2%. 

Investments profitability index is 0.96 (1.05).

Investments effectiveness ratio is 0.08 (0.12).

Internal rate of return is 5.19 (28.17) %. 

Consequently Saratov Region will get: 

· production of mutton and lamb meat with full satisfaction of meat demand, and with the next following shake-out of external producers; 

· penetration of mutton and lamb meat sales area of Moscow and other regions of Russia with the prime quality product; 

· conditions for effective use of land and for its drawing into economic circulation; 

· creation of jobs in agrarian sectors of municipal areas of the region; 

· increase of all levels budgetary receipts; 

· usage of all economic instruments of governmental regulation of food market as of the most important factor of agricultural productivity enhancement; 

· active attraction of Russian and foreign investors into agricultural sector and definition of the most effective directions of using all economic resources of the area with the maximum effectiveness of investment of all sources of finance. 

Primarily, the project was calculated meaning its implementation at the territory of Alexandrov-Gay area of Saratov Region. 

The differential peculiarity of this project is in the possibility of its replication in South-East micro zone and in the usage of resource-conscious mutton production technologies.  Practicability of project replication is explained by decision of the following tasks: 

· market saturation with the products of sheep breeding; 

· step-by-step regeneration of sheep population at the territory of the region up to 2.0 million sheep; 

· building of sheep farm of meat-wool breed at the territory of the region; 

· positive social consequences. 

When implementing the project in other areas of the region expenses lowering is possible because of risks reduction (19.2%), local tax benefits, other expenses lowering, etc. 

	CAPITAL INVESTMENTS

	Cost name
	New construction
	Partial reconstruction

	Construction of sheep-breeding units and office spaces
	73,758,837
	39,821,233

	Cattle purchase with delivery
	20,834,700
	20,834,700

	Equipment purchase
	19,368,280
	19,368,280

	Circulating assets’ trough required for activity beginning
	400,000
	400,000

	Total:
	114,361,817
	80,424,213

	Risks -19.2%
	21,880,669
	15,364,649

	Total capital investments:
	136,242,486
	95,788,862

	Basic  techno-economic indices

	Farmstock, animal units
	5,630
	5,630

	including ewes
	5,150
	5,150

	Slaughter yield, %
	48 - 51
	48 - 51

	Daily average young stock weight gain, grams
	262
	262

	Number of lambs for 100 ewes
	100
	100

	Total cost of feeding stuffs, rubles
	2,793,470
	2,793,470

	Including: concentrates
	1 173,148
	1 173,148

	haylage
	1 202,833
	1,202,833

	grass hay 
	338,257
	338,257

	Demand in diesel fuel, liters
	25,653
	25,653

	Total number of employees, persons
	126
	126

	Among them engaged into animal breeding
	104
	104

	including: seasonal workers
	89
	89

	Net cost of 1 kilogram of mutton live weight, rubles
	39,65
	39,65

	Aggregate sale proceeds, rubles
	18,967,563
	18,967,563

	including: trade mutton
	12,465,075
	12,465,075

	breeding stock
	3,827,925
	3,827,925

	Aggregate costs, rubles
	9,707,867
	9,707,867

	Gross profit, rubles
	9,259,696
	9,259,696

	Unified agricultural tax (6%), rubles
	555,582
	555,582

	Net income, rubles
	8,704,114
	8,704,114

	Profitability of animal product, %
	96
	96

	Total product profitability, %
	90
	90

	Investment efficiency indices

	Payback period of the project
	 
	 

	non-metering discounting
	14 years 4 months
	10 years 2 months

	subject to discounting
	29 years 9 months
	17 years 4 months

	Net present value (NPV) of the project, million rubles
	-5,3
	4,5

	Profitability index of investments (PI)
	0.96
	1.05

	Accounting rate of return (ARR)
	0.08
	0.12

	Internal rate of return  (IRR), %
	5.19
	28.17

	Breakeven point
	29.10


