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EXECUTIVESUMMARY

BACKGROUND&CONTEXT

ThisBusinessPlanispreparedforM DSOAPS&DETERGENTSLIMITED,tohelpitraisethe
requiredcapitaltoexpanditsSoapandDetergentmanufacturingactivitiesinTanzania.

M DSOAPS&DETERGENTSLIMITEDcurrentlyownafactoryinMbagalaKijichi,DaresSalaam

andhavestartedmanufacturinginasmallwaytoestablishtheirformulationsandregistration

oftheirbrandnames.

Theynowwishtoexpandtheiroperationsbyimportingmachineryandtruckstodistributetheir

productsalloverTanzaniaandeventuallyregionally.

Theprojecttimelines,asprojectedbytheconsultant,aredrivenbywhethertheprojectachieves
itsgoalsofsecuringfinanceforexpansionasoutlinedinthisBusinessPlan.

PROJECTEDINVESTMENTCOSTS

MDincollaborationwithconsultantshaveidentifiedthedevelopmentcoststhatwillberequired
asfollows:atotalofUSD$987k,ofinvestmentisneededtoundertaketheproject.Theamount
willberaisedasapackagethroughacombinationoffinancialinstruments(Investors,Loans,
GrantsandEquity).

CAPEXItem (USD$) Percent

Building&CivilWorks

Building&CivilWorks 100,000

TotalBuilding&CivilWorks 100,000 10.13%

Soap&DetergentFactory

1xSoapMixingMachine 50,000

1xMillmachine 60,000

1xPackagingmachine(Soaps&detergents) 80,000

1xDetergentmachine 50,000

Smalls(containers,utensilsetc) 20,000

Aboveincludesallshippingcosts

TotalFactory 260,000 26.34%

Transport

5xSemiTrucks&trailers@USD$80keach 400,000

1xForklift 80,000

1xMotorcycle 2,000

2x4x4Pickups@USD$60keach 120,000

TotalTransport 602,000 60.99%

Pre-operationalExpenses 25,000

TotalPre-operationalExpenses 25,000 2.54%

TOTALPROJECTCOST 987,000 100.0%
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CORPORATEGOVERNANCE

ToensureMDisruninaccordancetoshareholdersexpectation,theBoardofDirectorsisdully
constitutedandconductsitsoversightbusinessasperdirectivescontainedintheCompanies
Law,Cap212.Thecurrentboardconsistofthree(1)Non-ExecutiveDirectorandtwo(2)
ExecutiveDirectors.ThemajorroleoftheBoardhasbeenmainlyanoversightoneinensuring
thatthestrategicobjectivesoftheCOMPANYareachievedthroughannualplansandspecific
projectbusinessplans.

TheBoardmeetsatleastonceineveryquartertodeliberateonstrategicmatersforMD.

PROJECTFINANCINGPLAN&STRATEGY

Acombinationoffinancingstructurewillbedeployed.MDhasapproacheditsbankers,Exim
BanktosupportitsCapexrequirements,however,borrowinginTanzaniaisexceptionallyhigh.It
isthereforeproposedtoapproachafinancialinstitutionsupportingthemanufacturingsector
foramedium tolong-term loanplustheWorkingCapital.

TherequiredinvestmentinMDProjectisUSD$987k.Formodellingpurposetheentirefunding
requirementhavebeentreatedasinvestorsandbankloantobeaccessedunderfavourable
termsthatarereflectiveofthelongterm strategyandindustrydynamics.

OncefundedthefinancialstructureofMDwillbeasperTablebelow:

Source Amount
(USD$)

%age Remarks

Investors 300,000 30.39% Shareholders

Financier’s 687,000 69.60%
Differenceinfundingfrom

Shareholders
Total 987,000 100%

KEYFINANCIALRATIOS

Theprojectdemonstratesastrongoperatingperformancewithmostofthefinancialratios
indicatingaprofitablebusinessaheadforMDwithearningsprojectedtobecontinuouslyinthe
positive.

BothInterestCoverratioandDebtServicesCoverarepositiveshowingthatMDwillbeableto
coverandmeetitsloanfinancedobligationsthroughouttheprojectedperiod.

KeyRatios Y1 Y2 Y3 Y4 Y5

EBITA%Income 53% 53% 53% 53% 53%

EBIT%Income 17.7% 17.5% 21.4% 24.5% 27.2%

EBT%Income 15.0% 15.0% 20.0% 24.0% 27.0%

DebtServiceCover(times) 8.71 1.94 2.52 3.26 4.21
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FINANCIALANDVIABILITYANALYSIS

UsingtheDCFvaluationmodelresults,IRR,andNPV(ExcludingTerminalValues)presentedin
theTablebelowthestudycanconfirm theprojectviability.

ResultsUSD$

NPV(USD$.–ExcludingTerminalValue) 1,110,213
IRR 26.539%

TheIRRfortheprojectatthebasecasescenariois26.539%,wellabovetheprojectcostof
capital(WACC)estimatedat15.6%,suggestingthattheprojectisfinanciallyviable.Assuminga
discountrateof30%(WACC),theprojectNetPresentValue(NPV)isUSD$1,110,213excluding
theTerminalValue(TV)indicatingthattheprojectisfeasibleandworthanundertaking.

CONCLUSION

BasedontheassumptionsmadethroughouttheBusinessPlanandspecificallyonthefinancial
modellingtheMDSoapandDetergentProjectisviableandfinanciallysound.WithpositiveNPV
andIRRabovethecostofcapital(opportunitycost)andstrongcashflow,MDshouldpursuethe
strategyasenvisagedinthisBusinessPlan.
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1 INTRODUCTION

1.1 BACKGROUND

ThisBusinessPlanhasbeenpreparedbyafinancialConsultantincollaborationwithSoapandDetergentmanufacturersandother

expertsonbehalfofM DSOAPS&DETERGENTSLIMITED(MD),aprivatelimitedliabilityCompanyregisteredinTanzania(Company

Number142143437)onthe15th July2020undertheCompaniesOrdinanceCap.212,tocarryonthebusinessof;“tobegeneral

processorsofallkindsofsoapanddetergentproducts”.

MDisacompanythathasalreadyinvestedintothebusinessandislookingtoexpanditsbrandlocallyandregionally.

ThereforeMDiswellplacedtoventureintoSoapandDetergentProduction,havingstartedinthebusiness,albeitinasmallcapacityand
hassomelogisticsalreadyinplace,includingownedbusinesspremisessuitableforthemanufacturingofSoapsandDetergents.

Theprojecttimelines,asprojectedbytheconsultant,aredrivenbythecurrentcapacityofthefactoryandtheexpansionitwishesto
undertake.

PROJECTIMPLEMENTATIONPHASES

1.1.1 Phase1IdentifyingLocation

Locationisatthecompany’sownpremiseslocatedatMbagalaKijichi,DaresSalaam.

PhaseII-aftertwoyearsitisproposedMDventuringintomoreproductsundersomeofitswellknownexistingbrands.Itisexpected
thatatthistimeMDwillhaveaccumulatedenoughcashreservesthatwillbeutilisedtofundthisventure.

1.2 OBJECTIVESANDSCOPEOFWORK

Themainobjectiveofthisbusinessplanistodeterminefinancialandeconomicviabilityofsettingupa modernSoapandDetergent
ProductionPlant,throughacombinationofstrategiesthatminimiseenvironmentpollutiononwasteandpackaging.

InlinewiththeTOR,thescopeofworkissummarisedasfollows:

 ReviewandanalysevariousrelevantdocumentsinrelationtotheMDoperationalandfinancialperformance;

 Evaluatethefeasibilityoftheprojectfinancingbasedontheproposedtwo-phasesapproach;

 Review,updateandrecastthefinancialmodelandfinancialprojections,overthefirst5yearsofthePlantsoperatingperiod,and
possiblefinancingstructure,estimatedat5-yeartakingintoconsiderationofadditionalfundingrequirementstobeaccessed
throughfinancepartnerstilltobesought.
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 Reviewandupdatedetailedfinancialprojectionsincludingvariousfinancialratios,projectIRRandNPV,financialscenariosand
sensitivityanalysisforkeysoapanddetergentrevenuedrivers,recommendanappropriate/optimalcapitalstructure,debtand
equity/grantmix,forfinancingtheproject;

 Review andidentifypotentialprojectoperationalandfinancingrisksthattheMDprojectmayfaceandrecommendremedial
strategies;

 Prepareacomprehensivebankablebusinessplanfortheproject.ThisBusinessPlanwillnotonlyservicetointroducethe
projecttolocalinvestorsbutalsoconfirm itsviabilityandpotentialimpacttotheGOTandinternationalfinanciersalike.

1.3 APPROACH&METHODOLOGY

1.3.1 Consultativemeetingsanddeskresearch

InthecourseofpreparingthisBusinessPlan,theconsultantconductedinterviewsanddiscussionwithkeyindividualsinthesectorand
seniormanagementofMD.

1.3.2 Datagatheringandanalysis

Wecollectedandanalysedvariousdatafrom MDoperations,OTRandGOTthroughtheMinistryofManufacture.Wealsoanalysedthe
performanceofthecommercialSoapandDetergentsub-sectorandmarketprospectsinthecountryasthebasisforderiving
assumptionsusedinfinancialprojectionsoffuturecashflowsandoverallperformanceoftheenvisagedSoapandDetergentPlant.

1.4 CONTENTSOFTHISREPORT

WhileSection1setsthesceneoftheMDBusinessPlan,theremainderofthisreportisorganisedasfollows:

Section2: DescriptionofProjectLocationandcommercialoperations:

Inthissectionwediscuss,albeitbriefly,thelocationoftheproject,theSoapand
DetergentPlantplan,proposedsoapanddetergentmanufacturingactivities.A
listofPlantand equipment,key factors,influencing Soap and Detergent
production,structuraldevelopmentand mechanisation is presented and
discussed.

Section3: Descriptionofprojectgovernanceandmanagement:

ThissectionprovidesasummaryofhumanresourcesrequirementsfortheMD
Project.We review the corporate structure and governance in terms of
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shareholdingasregisteredbyBRELA.TheSectionpresentsadescriptionof
governancestructurethatisparamountforbusinessstabilityandcontinuity.
Organogram fortheMDunderPhaseIandabriefprofileforkeytechnicaland
seniormanagementstaffareprovidedunderthissection.

Section4 Descriptionofindustry&marketanalysis:

Thissectionprovidesfordetailedanalysisoftheexistingmarketandthoseto
open in the nearfuture.In thissection we review the existing Soap and
DetergentProducersandservicesthatarecurrentlyavailableinthemarket.It
alsoprovidedasimpledescriptionofthecustomerofMD(customermapping)
andcompetitors’analysisinterm ofmarketingmethodandpricing.

Section5 Descriptionofprojectcostsandfinancingplan

Projectcapitalcostsandfinancingplanarebothdiscussedinthissection.The
Sectionprovidesanestimateofcostsbasedontheexperiencefrom other
commercialSoapandDetergentPlantsthathavebeenfinancedandareof
relativelysamesizeintheEACregion.

Section6: Financialprojections

Thissectionprovidesdetailedanalysisandprojectionsovertheprojectperiod.
Using MicrosoftExcel,the financialmodelis developed to establish the
financialviability ofthe project.Detailed financialprojections have been
preparedinlinewiththeProjectPhases.

Section7: Descriptionofprojectrisks,mitigations,SWOT&impact

ThissectionrecapsonthepossibleriskexposurethatMD mayfaceasit
embarksonimplementingthegrowthstrategy.Thestrategiestomitigatethe
samehavebeenoutlined.Strength,Weaknesses,OpportunitiesandThreats
(SWOT)analysisiscarriedoutinthissection.

Theoverallimpactoftheprojectandtheenvisagedoutcomesarehighlightedin
thissectiontobringintoperspectivetheeconomicandsocialbenefitsofthe
MDCommercialSoapandDetergentModel.
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Section8: Conclusion– Thisprovidestheconcludingremarksontheviabilityofthe
envisagedproject.

ThefollowingAppendicesform partofthisBusinessPlanReport:

 Appendix1: ProjectedProfit&LossforYear1-5

 Appendix2: ProjectedCashflowsforYear1-5

 Appendix3: RatioAnalysis

 Appendix4: BreakevenAnalysis

 Appendix5: PaybackPeriod
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2 DESCRIPTIONOFPROJECTLOCATIONSANDSOAPANDDETERGENT

2.1 INTRODUCTION

Thisisanimportantsectionofthebusinessplan.Inthissectionwediscussalbeitbrieflyonthelocationoftheproject,theSoapand
Detergentplans,proposedexpansionandcommercialSoapandDetergentactivities.Alistofallequipmentrequired,keyfactors
influencingSoapandDetergentproduction,structuraldevelopmentandmechanisationarewelldiscussed.

2.2 PROJECTLOCATION

MDHeadOfficeislocatedinMbagalaKijichi,DaresSalaam withaccesstoamajormainroadandresidesinalightindustrialareaof
DaresSalaam.

2.3 THESOAPANDDETERGENTPLANTPLAN

From thestudythathasbeenconductedinternally,MDhasdevelopedtheSoapandDetergentPlantplan.Thisenvisageshavingextra
importedequipmenttoscaleupproductionandmeetthecompany’sexpansionplans.

Thecompanyismanufacturingonaverysmallscaleandformulatingitsingredientsandbrandregistrations,inpreparationforamore
mechanisedapproachandincreasedproduction.

Inyearone,wehaveusedforprojectionsthatmanufacturewillbeasfollows:

**450TonnesofSoaps

**600TonnesofDetergents

2.4 PROPOSEDINGREDIENTS

TheCompanyintendstocommerciallyimportfragrancesanduseingredientslocallysourcedtoreducecostsofinputs.

Soaps

Soapsaretheproductofthereactionbetweenafatandsodium hydroxide:

fat+3NaOH→glycerine+3soap

Themostcommonfatsandoilsusedaretallow(beeformutton/beefblend),coconutoil,and

palm kerneloil.Differentoilsproducesoapsofvaryinghardness,odourand

lathering,sotheratiosoftheoilsusedarecloselymonitoredtoproduceablendwiththemost
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desirablecharacteristicsforthemostreasonablecost.

However,puresoapishardandeasilyoxidised,sovariousadditivesareaddedtocorrectthis

andtomakeamoreaestheticallypleasingproduct.Thefirstsuch"additive"isglycerine,

whichisproducedinthesaponificationreaction.Glycerinemakesthesoapsmootherand

softerthanpuresoap.However,itisalsomuchmorevaluablethansoapitself,soonlya

minimum ofglycerineisleftinthesoapandtheremainderisextracted,purifiedandsold.

Detergents

Detergentsuseasyntheticsurfactantinplaceofthemetalfattyacidsaltsusedinsoaps.They
aremadebothinpowderandliquidform,andsoldaslaundrypowders,hardsurface
cleansers,dishwashingliquids,fabricconditionersetc.Mostdetergentshavesoapintheir
mixtureofingredients,butitusuallyfunctionsmoreasafoam depressantthanasa
surfactant.

Theingredientsofdetergentbasepowder:

Solids

Ingredient Function

Sodium tripolyphsophate(STP)
Water softener,pH buffer (to

reducealkalinity).

Sodium sulphate Bulkingandfree-flowingagent.

Soapnoodles
Causes rapid foam collapse

duringrinsing.

Zeolite

Watersoftener (absorbs Ca2+

and Mg2+)in countries where

STP is not used;granulating

agent for concentrated
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detergents.

Sodium carboxymethylcellulose

Increasesthenegativechargeon

cellulosicFibressuchascotton

andrayon,causingthem torepel

dirtparticles(whicharepositively

charged).

Liquids

Ingredient Function

Linearalkylbenzenesulphonicacid

(LAS)

Surfactant - the main active

ingredient

Causticsodasolution NeutralisestheLAS.

Coconutdiethanolamideorafatty

alcoholethoxylate

Nonionic detergent and foam

former.

Fluorescer

AbsorbsUVlightandemitsblue

light,causing

ageing cotton to appearwhite

ratherthanyellow.

Water
Dissolvesthevariousingredients,

causingthem t

2.5 KEYSOAPANDDETERGENTACTIVITIES

Theactivitieswillallrunconcurrently:
 Puttingtheinfrastructureinplace,i.e.inorderofpriority-6months,
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 InfrastructureofPlanttomakewayfornewequipmentandmachinery–2months,

 OrderinganddeliveryofALLequipment–3months,

 ImportingandPreparationofsomeingredientsnotavailablelocally–2months,

 QualityControlandResearchandDevelopmentofproducts–2months

2.6 STRUCTURALDEVELOPMENTOFPLANT

 Suitablestorageareaofallmaterials

 2*Plantoffices

 1*Canteenandtoiletsarea

 1*Parkingarea

 1*Store

 1*Machineryshed

 1*Garage

2.7 MECHANISATION–SOAPANDDETERGENTPLANT

Machinery

 1*Soapmixingmachine

 1*Millmachine

 1*Packagingmachine

 1*Detergentmachine

 1*Smalls(containersandutensilsetc)
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Transport

 2*4x4PickUps

 5*Trucks&Trailerssuitablefordistribution

 1*Motorbike

 1*Forklift
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3 DESCRIPTIONOFPROJECTGOVERNANCEANDMANAGEMENT

3.1 INTRODUCTION

ThissectionprovidesasummaryofhumanresourcesrequirementsfortheProject.Wereview thecorporatestructureintermsof
shareholdingasregisteredbyBRELA.TheSectionpresentsadescriptionofgovernancestructurethatisparamountforbusiness
stabilityandcontinuity.Organogram fortheMDunderPhaseIandabriefprofileforkeytechnicalandseniormanagementstaffare
provided.

3.2 COMPANYSHAREHOLDINGSTRUCTURE

TheMDshareholdingsareaspresentedinTable3-1:

Table31:MDShareholdingnames

Name No.ofShares Shareholding(%)

HudheifaZulfikarAHMED 125,000,000 50%
AyazMohamamedRafiqueDaud
ABDALLA 125,000,000 50%

Total 250,000,000 100

Source:MDMemorandum andArticlesofAssociation

3.3 DESCRIPTIONGOVERNANCESTRUCTURESANDKEYPERSONNEL

TheBoardofDirectorsisdullyconstitutedandconductsitsbusinessasperdirectivescontainedintheCompaniesLaw,Cap212.The
boardconsistofthree(1)Non-ExecutiveDirectorandtwo(2)ExecutiveDirectors.ThemajorroleoftheBoardhasbeenanoversight
oneandensuringthatthestrategicobjectivesoftheCompanyareachievedthroughannualplansandspecificprojectbusinessplans.

UnderMDthebusinesswillbemanagedasperorganisationalstructureproposedbelow.Mostofthepositionsarestillvacantwaiting
forsomeLeaseAgreementstobesignedbetweenlandholdersandMD,andfinalisationoffinancingarrangementsbeingsought
throughthisBusinessPlan.
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Figure31:OrganisationalChartfortheMDProject
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3.3.1 KeyManagementPosition

TheSeniormanagementunderthestewardshipoftheManagingDirectorwillbereportingtotheBoardofDirectors,whichischairedby
theManagingDirector(Tanzanian)andjointShareholderofMD,Mr.HudheifaZulfikarAHMED.Aftercompletinghisformaland
secondaryeducationin????????

OtherkeytechnicalpersonnelwhowillbehiredonfulltimebasistoruntheHarvestingandTransportincludethefollowingkeystaff:1

 TransportManager–thispositionwillalsooverseethedistributionofthecompany’sproductsandthejobholderreportsdirectly
totheManagingDirectorofMD.PreferablytheTransportManagerwillhavehandsonexperienceofrunningasuccessful
distributionnetworkinTanzania.

 PlantManager–IdeallythecandidatewillbeanEngineerandconversantwiththeoperationsofaSoapandDetergentPlant.

 HeadofFinance(CFO)–thiswillbeactingasChiefFinancialOfficer(CFO)andwillbeinchargeofallfinancialmatters.Thisis
aseniorpositionatMDandthejobholderreportsdirectlytotheManagingDirector.PreferablytheCFOwillhavehandson
experience in financialand strategic matters such as planning,budgeting and financialcontroland experience in a
manufacturingenvironment.

 TechnicalExpert–ThiswillbeacriticalmemberofthePlantoperationsandmustbeabletoqualitycontrolallproductionand
ensureformulationsarecorrect.Preferablyadegreeinchemistrywouldbeideal.Developingofnewproductswouldalsobepart
ofhisremit.PreferablythejobholderwillbeTanzanianwithqualificationsanditisenvisagedthathe/shemusthaveachemical
degreeorequivalent.

MDisanequalopportunityemployerandit’sthepolicyofMDtoemploywomeninkeypositionsaswellasmen.AsforTechnicaland
SeniorManagementposition,MDhasinplaceaSuccessionPlanthatwillensurethereisacontinuityofbusinessevenafterthe
incumbentshaveretiredortransferredtootherdivisionswithinMD.TheMDTrainingPolicydemandsthateachyearstaffhavearoster
ofundertakingtrainingwithin(throughhiredtrainers/coaches)andinsomecasesbysendingtechnicalstafftootherPlantswithin
Africaforupdatingtheirskills.

3.3.2 OtherSupportStaff

AllsupportingstaffidentifiedintheOrganisationalChartoftheMDprojectwillbeTanzanianandaTrainingNeedAssessment(TNA)
shallbecarriedouttoidentifythetrainingneedssothattoensuretheteam iswellcapacitated.Duringbusyperiodsseasonallabourers

1TheHRdepartment,onaneedbasis,willestablishthetotalstaffinglevels.Someoftheactivityispurelyseasonalandthestaffwillhavetoreflect

thisreality.
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willbeemployedfrom neartheMDfactoryoperations.

Thesestaffincludes:

 Officeandadministrationassistant,

 Securityofficer,

 Securityguards,

 Truck&ForkliftDrivers,

 Storekeeper,

 CasualLabourers
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4 DESCRIPTIONOFINDUSTRY&MARKETANALYSIS

4.1 INTRODUCTION

Thissectionprovidesfordetailedanalysisoftheexistingmarketandthosetoopen-upinthenearfuture.Wereviewthecommercial
SoapandDetergentsectorandproductsandservicesthatarecurrentlyavailableinthemarket.Inwhatfollowsinthissection,wehave
providedasimpledescriptionofthecustomerofMD(customermapping)andcompetitors’analysisinterm ofmarketingmethodand
pricing.

4.2 THECOMMERCIALSOAPANDDETERGENTINDUSTRYINTANZANIA

4.2.1 SoapandDetergentProductionTanzania

TheSoapandDetergentindustryisanexpandingarea,asthepopulationofTanzaniaisgrowingsteadilyatapproximately2%peryear
andTanzaniareachedanimportantmilestoneinJuly2020,whenitformallygraduatedfrom low-incomecountryto lower-middle-
incomecountrystatus.

MainManufacturersinTanzania
RoyalSoapandDetergents(partoftheMETLGroup)isthelargestmanufacturerofSoapsproducing10tonnesperhourfrom its
manufacturingplantinDaresSalaam.

KenyaSoapandDetergentManufacturers

BidcoinKenyaisoneofthelargestmanufacturersofsoapsanddetergents(30%ofmarketshareinsoapsand15%detergentsin
Kenya)andexportsitsproductstosixteenAfricancountries.SothepotentialforMDtoexportitsproductsregionallyshoulddefinitely
beexploredfurther,oncelocaldemandhasbeenreached.

TheneedformedicinalsoapsinthemarketduetotheCovid19pandemicshouldalsobeexploredfurther,asfortheforeseeablefuture
thiscouldbeanichemarketforthosewillingtoformulatesoapstomeetthismarket.

PreparationfortheManufacturingPlant

Recommendationsto thefactorylayoutcanbeimplementedimmediatelyfundinginplace.BuildingandCivilWorkscanstart
immediatelyfundingreceived.

Onceallthemachineryhasarrivedandtheproductstobemanufacturedareestablishedtheingredientscanbesourcedandproduction
started.

Itisimportantthatagoodstockofingredientsisheld,sothatmanufacturingisneverdelayedandincreasesindemandcanbe
accommodated.
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4.2.2 MarketingandSales

Anynewproducttomarketrequirescarefulmarketing.Competitionisstiffandwellknownbrandsdominatethemarket.

ItisrecommendedthecompanyundertakeamarketingreviewofbrandleadersintheTanzanianmarket.Someoftheleadingbrands

are:

**MO

**POA

**JAMAA

**TAIFA

Theabovebrandsshouldallbeevaluatedandtheircompany’smarketingstrategyanalysedandpricesandmarketpenetration

calculated.

Whenthecompanyisreadyitshouldrolloutaplannedmarketingstrategythatencompassesallmediaandhasanelementof

ExperimentalMarketing,workingwithBrandAmbassadorsintopRetailoutletstogetthebrandknownandsampled.

ThemainmarketforthefirstcoupleofyearswillbewholesaledistributorsandthemajorsupermarketchainsoperatinginTanzania,like

ShoppersPlazaandVillageSupermarkets.

4.2.3 ThepolicydirectionataGlance

TheGovernmentofTanzaniahasrecognizedmanufacturingproductionasameanstoincreaselocalgoodsandreducedependencyon
importedgoods.

Thesedemand-sidedevelopmentsprovideopportunitiesforthesupplysideand thereforeforcommercialSoap and Detergent
ProducersinTanzania.

TanzaniaisalsokeentoincreaseitstradewithinAfricaandencouragesexports.
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4.3 DESCRIPTIONOFPROPOSEDPRODUCTSANDSERVICESFORMD

MDiscurrentlyformulatingingredientsandregisteringitsbrandsformarket.Itisrecommendedthatthecompanystartwithhard
soaps(includinglaundrysoap)andpowderdetergents.ThereisareadymarketforagoodproductinTanzania.

BrandsregisteredandpatentedbythecompanywithBrelaare:

 VitaBathSoap

 LuluBeautyFragrancesoap

 TuraMedicatedSoap

 TakasaSoap

 LilySoap

DESCRIPTIONOFCUSTOMERSFORMD

WholesaledistributorsandmajorsupermarketswillbethemaincustomerofMD.

4.4 COMPETITORSANDCOMPETITIONANALYSIS

Therearemanycompetitorsinthemarketthemainonesbeing:-

 UNILEVER

 METL

 MURZAH

 ROYALSOAP

 SOAP&ALLIEDINDUSTRIES

Onlythelargestcompaniesmaintainawebsiteandpropermarketingstrategytobuildtheirbrands.Thecheaperbrandsareprice
sensitiveandfightformarket.

MDmustintroduceasustainedmarketingstrategytopenetratethemarketthatwillbepricesensitiveandconsideredvalueformoney,
withoutcompromisingonquality.

ThebiggerbrandsmaintainheavyTV&Radiomediacoverage,soforMDtomakeanyheadwayitwillhavetoconcentrateonBrand
Ambassadorstointroducethebrandtothemarket.Itisadvisedasamplingoftheirproductsbeconductedinthemajorurbanareasof
Tanzania.ThiswillbecheaperthanTV&Radiocampaigns.
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ItisalsoagoodideatostartacompetitionwiththeprizebeingsoapordetergentforaperiodoftimeFREE!Thecompetitioncanbe
promotedviathewebsiteandsocialmedia.
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5 DESCRIPTIONOFPROJECTCOSTSANDFINANCINGPLAN

5.1 INTRODUCTION

Projectcostsandfinancingplanarebothdiscussedinthissection.TheSectionprovides,anestimatebasedontheexperienceofother
commercialSoapandDetergentPlantsbasedinTanzaniaandAfrica.

5.2 PROJECTDEVELOPMENTCOSTS

InTable5-1MDincollaborationwithconsultants,haveidentifiedthedevelopmentcoststhatwillberequiredunderPhaseI.According
tothebreakdownbelow (detailed):atotaloftheUSD$987kofinvestmentisneededtoundertaketheproject.Themaininvestment
itemsare;Transport(60.99%);FactoryEquipment&Machinery(26.34%);Building&CivilWorks(10.13%)andPre-operationalExpenses
(2.54%).

Table51:ProjectInvestment(USD$)

Item USD$. Percent
Building&CivilWorks
BuildingandCivilWorks 100.0

Sub-TotalBuilding&CivilWorks 100.0 10.13
Soap&DetergentFactory

1xSoapMixingMachine 50,000

1xMillmachine 60,000

1xPackagingmachine(Soaps&detergents) 80,000

1xDetergentmachine 50,000

Smalls(containers,utensilsetc) 20,000
Aboveincludesallshippingcosts

Sub-TotalFactory 260.0 26.34
Transport

5xSemiTrucks&trailers@USD$80keach
400,000

1xForklift 80,000
1xMotorcycle 2,000

2x4x4Pickups@USD$60keach
120,000
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Sub-TotalTransport 602.0 60.99
Pre-operationalExpenses
Pre-operationalexpenses 25,000

25.0 2.54

TOTALPROJECTCOST 987.0 100.00

Source:MDConsultantfrom Zimbabwe

5.3 PROPOSEDFINANCINGSTRUCTURE

TherequiredinvestmenttocapitalisetheMDProjectisUSD$987k.Afinancialpartnerwillbesoughttohelpfinancethisproject.

Table52:ProposedFinancialstructure

Source Amount
(USD$.‘000)

%age Remarks

Shareholders 300 30.40%
Financier 687 69.60% Differenceinfunding

Total 987 100%

Source:MD,StudybyFinancialConsultantanalysis

5.4 COLLATERALANDSECURITY

SecuritiesthatareofferedbyMDtosecureitsloansdependingontheFinancialInstitutionthatwillbefinancingthecapitalexpenditure
oftheprojectmayincludethefollowing:

 TitleDeedoffactory

 DebentureonallthefloatingandfixedassetsofMDincludingtheequipment,plantandvehiclestobefinancedunderLoanand
debentureonitsassets;

 Debentureinstrumenttobeexecutedbyshareholders;and
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 Personalguaranteeissuedbyshareholders

5.5 IMPLEMENTATIONPLAN

Firstly,onceproductsandbrandsregisteredwithBRELAarecompletethecompanythenworksoutitsproductionrequirementsforat
leastsixmonths.

Itwilltakesixmonthsbeforeeverythingisinplacetostartmanufacturing.ThisisBuildingandCivilWorkstobecompletedand
equipmentandmachineryorderedanddelivered.Ingredientsthatneedtobeimportedandlocalraw materialsrequiredtostart
production.

MarketandStrategicPlanshouldbeinplaceandcommenceideallybeforethefactorygoesintofullproduction.It’sbettertohave
securedorderspriortothestartofproductionhencemarketingmuststartimmediately.Samplesneedtobeproducedandthequalityin
manufacturemaintained.

QualityControliscritical,soregulartestingoftheproductsmustoccurandthereforeatestinglabareashouldbecreatedtofacilitate
thisandnewproductdevelopment.

Health,Safety&Environmentalissues

ThefactorywillneedtobeinspectedandallproductssenttoTanzaniaBureauofStandardsandDrugsControldepartmentforapproval

EnvironmentalconcernswillneedanenvironmentimpactstudyprovidedbyNEMCandthiswillensurethefactoryisecofriendlyandall
wasteproductsaredisposedofcorrectly.

OSHAwillinspectthefactoryforworkersHealth&Safetyissuesandissueacertificate.

Workmen’scompensationandNSSFwillneedtobejoined.
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6 FINANCIALPROJECTIONS

6.1 INTRODUCTION

InthissectiontheBusinessPlanprovidesdetailedanalysisandprojectionsovertheprojectperiod.UsingMicrosoftExcel,thefinancial
modelisdevelopedtoestablishthefinancialviabilityoftheproject.

DetailedfinancialprojectionshavebeenpreparedinaccordancewiththeProjectbeingforaperiodof5years.TheFinancialProjections
havebeenpreparedonayearlybasisforfiveyears.(SeeAppendix1-5).

6.2 KEYFINANCIALASSUMPTIONS

Thefollowingkeyassumptionsunderliethefinancialprojections:

6.2.1 General

(i) FinancialprojectionsareinnominalUSD$.termsfor5years.

(ii) Tsh./US$exchangerateisTsh.2,300/US$1

(iii) Depreciationandamortisationforprojectdevelopmentcostsarebasedonastraight-linemethodatthenormalrates
alreadybeingusedbyMDwhenpreparingitsaccounts.

(iv) Economicgrowthassumedtostableat7.5%perannum.

(v) Inflationratesremainsconstantandassumedtohavenosignificantimpactonthecompany.

6.2.2 Projectfinancing

(i) Theloanwillberepaidover6yearsincluding1-yearmoratorium periodonprincipal.

(ii) Interestrateisassumed5%perannum (currentlyofferrateonUSD$Loans)payablemonthlyandispayablerightfrom
monthone.

(iii) Interestrateisonreducingbalanceandpayablemonthly,quarterlyorperannum.

6.2.3 Revenue/SalesForecast

Keyassumptionsgoingintotherevenueprojectionsincludesalesforecastforthenext5yearsasfollows:

Year1
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 Productionwillonlystartafter6months.

 Productiontargetsare:Soaps37,500kgspermonth;Detergent50,000kgspermonth

 SellingpriceforthefirstyearbasedontheaveragewholesalepriceofsoapUSD$2.17perkganddetergentUSD$1.30perkg

 ThePlantwillbeoperating10hoursperday6daysaweek

 Thecompanywilldistributeitsproductswithitsowntransport

 CostofSalesindustryaverageofRawmaterials(ingredients)40%ofturnover;Transport&DistributionCosts5%ofturnover;
Packaging2%ofturnover

 MarketingCosts5%ofturnover

 AdministrationCostsare:Communication3%ofturnover;Insurance&Licenses2%ofturnover;Contingency2.5%ofturnover

Year2

 Costreductionsascompanycanventureintobulkbuyingofrawmaterials

 15%growthofproduction

Year3onwards

 15%growthperyearuntilyear5

 Increaseinproductsandrange

6.2.4 PlantInputs&Overheads

TheFactoryinputsandoverheadsareprojectedto,bothincrease.Whileinputsareincreasingfrom:USD$826kto1.7millionandtotal
operatingcostsincreasefrom:USD$686kto977k.Figure6-1belowprovidesasummaryoftheprojectedfarm inputsandoverheadsfor
thetwo-phasedproject.

Figure61:ProjectedFactoryInputsandOverheadsUSD$
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Source:MD,StudybyConsultantanalysis

6.2.5 PAYROLLCost

Thehumancapitalcost(PayrollandrelatedcostsasestimatedbyMD)areassumedtobeinthefollowingrangesimilartotheindustry
packagesassummarisedinTable6-1:

Table61:PayrollCosting

JOBTITLE Percentage% USD$./Month

Factory
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JOBTITLE Percentage% USD$./Month

ManagingDirector 3,000

FinanceDirector 2,500

PlantOperator 1,500

TransportManager 1,500

TechnicalExpert 1,000

SecurityGuardsx3@150 450

CasualLabourersx10@200 2,000

AdministrativeAssistant 300

TotalFactory 72.35% 12,250

Transport

5xTruckDrivers@300 1,500

5xDriversAssistants@USD$150each 750

1xForkliftdriver@USD$300 300

TotalTransport 15.06% 2,550

Contingency10%ofPayroll 8.74% 1,480

SDLLevy4% 3.85% 651

TotalPayrollCostpermonth 100.00% 16,931
Source:MD,StudybyConsultantanalysis

6.2.6 Pre-operationalExpenses

ThesearesummarisedinTable6-2andincludesProjectManagement,InstallationCosts,andTrainingonnew equipmentfrom
suppliers.

Table62:Pre-Operationalexpenses

Pre-OperationalExpenses  USD$.
ProjectManager3months@USD$3,000 9,000
InstallationandTrainingonequipment 15,000
Contingency 1,000
TOTAL 25,000

Source:JFL,StudybyConsultantanalysis
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6.2.7 Depreciationandamortisation

Depreciationandamortisationofassetsarebasedonstraight-linemethod.Table6-3,inlinewithMD’saccountingandfinancialpolicies
anddepreciationchargesarebasedonacceptedaccountingandfinancialreportingstandards,providesthesechargesbothIform of
percentageandyearsofdepreciation.

Table63:Depreciation&Amortisation

Source:MDandConsultantanalysis

6.3 PROJECTEDFINANCIAL
RESULTS

6.3.1 KeyFinancialRatios

The projectdemonstrates a strong
operatingperformancewithmostof

thefinancialratiosindicatingaprofitablebusinessaheadforMDwithearningsprojectedtobesignificantlyinthepositivesfrom the
firstyearofoperation.

BothInterestCoverratioandDebtServicesCoverarepositiveshowingthattheMDwillbeabletocoverandmeetitsloanfinanced
obligationsthroughouttheprojectedperiod.

6.3.2 ReturnonEquity(ROE)

Theprojectdemonstratesastrongoperatingperformancewithsignificantreturnonequityrisingfrom 15.0%to27.0%inyear5.The
maincontributingfactortothisreturnisprofitspostedbyMD.Theseprofitsareattributabletoanumberofreasonsthatinclude
prudentfinancialmanagementmeetingrevenuetargetswithincontrolledcost,supportedbyadherencetocovenantsonthefinancial
instrumentsraisedforfinancingtheproject.(seeTable6-4).

Table64:ReturnonEquity

KeyRatios Y1 Y2 Y3 Y4 Y5

FixedAssetsParticulars
Depreciation/Amortization

(Years)
DepreciationCharges

(%age)

Land N/A 0%

Buildings&CivilWorks 25 4%

Plant&Machinery 5 12.5%

Equipment 5 12.5%

Furniture,Fixtures&Fittings 5 12.5%
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EBITA%Income 53% 53% 53% 53% 53%

EBIT%Income 17.7% 17.5% 21.4% 24.5% 27.2%

EBT%Income 15.0% 15.0% 20.0% 24.0% 27.0%

DebtServiceCover(times) 8.71 1.94 2.52 3.26 4.21
Source:MD,StudybyConsultantanalysis

6.3.3 Project

Figure62:FiveYearsIncome/RevenueBreakdown–USD$
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Source:MDandConsultantanalysis

6.3.4 ProjectedRevenue/SalesForecast

RevenueprojectionsforPhaseIoftheproject(Year1-2)arepresentedinAppendix1-5.Steadygrowthintheform ofrevenueis
recordedfrom year1-5andthisisattributabletoincreasedoperationsduetoincreaseinproductionandproductsproducedfrom MD
manufacturingactivities.

Projectedrevenuebreakdownfortheprojectlooksstableandlucrativeasrevenueincreasesfrom USD$261ktoUSD$976kinYear5.

6.4 CASHFLOW FORECAST

Cashflowsasfrom operationshowaverystrongpositionandsuggestaveryhealthybusiness.Theprojectwillgenerateadequateand
sustainableoperatingcashflowsthroughouttheprojectedperiodtocaterforrecurrentexpenditureandtheprojectfinancingcovenants
(Appendix2).
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6.5 PROJECTFINANCIALFEASIBILITY

6.5.1 DiscountedCashflow

AssessmentoftheprojectviabilityisbasedontheDCFvaluationmodel,usingtheWeightedAverageCostofCapital(WACC)of15.6%.
DetaileddescriptionofWACCcalculationisincludedbelow.WACCiscalculatedusingthefollowingequation:

Where:

=WeightedAverageCostofCapital

=CostofEquity

=CostofDebt

=theproportionofdebtontotalfinancing

=proportionofequitytototalfinancing

=CorporateTax

TheDCFvaluationmodelresults,IRR,andNPV(ExcludingTerminalValues)ispresentedinTable6-7)below.

Table67:BaseCaseDCFValuationModelResults

Results

NPV(USD$.–ExcludingTerminalValue) 1,110,213
IRR 26.539%

Source:ConsultantAnalysis

6.5.2 NetPresentValue

Assumingadiscountrateof30%,calculatedintheprojectNetPresentValue(NPV)isUSD$1,110,213 excludingtheTerminalValue
(TV)indicatingthattheprojectisfeasibleandworthanundertaking.

6.5.3 InternalRateofReturn

TheInternalRateofReturn(IRR)oftheprojectisanindicatorfortheproject’sprofitability.Foraprojecttobefinanciallyviable,theIRR
shouldbegreaterthanthecostofcapital(WACC).
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TheIRRfortheprojectatthebasecasescenariois26.539%,wellabovetheprojectcostofcapital(WACC)estimatedat15.6%,
suggestingthattheprojectisfinanciallyviable.
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7 DESCRIPTIONOFPROJECTRISKS,MITIGATIONS,SWOT&IMPACT

7.1 INTRODUCTION

ThissectionrecapsonthepossibleriskexposurethatMDmayfaceasitembarksonimplementingthisbusinessplan.Thestrategies
tomitigatethesamehavebeenoutlined.Strength,Weaknesses,OpportunitiesandThreat(SWOT)analysisiscarriedoutinthissection.

Theoverallimpactoftheprojectandtheenvisagedoutcomesarehighlightedtobringintoperspectivetheeconomicandsocialbenefits
oftheMDSoapandDetergentPlant.

7.2 RISKANDMITIGATIONSTRATEGY

ThemainrisksandmitigationmeasuresarelistedinTable7.1below.

Table71:ProjectRisksandmitigations

Typeofrisk Levelofrisk Mitigationmeasures

Notmeeting standard required by
TBSandDrugsauthority Low

Formulations are to international
standardsandfragrances(essential
Oils) sourced from reputable
manufacturersoverseas

Competition from otherSoap and
Detergentproducers Low

TwoSoapandDetergentproducers
havebeenidentifiedandneitherwill
impactontheprojectsobjectivesif
the company maintains a strict
quality control on All products
produced

Notsecuring wholesale price from
distributorsandsupermarkets Medium

Themarketisverypricesensitivebut
with good packaging and
formulationsthecompanyshouldbe
competitive

Business Risk - the risk that a
companysuchasMD willnothave
adequate cash flow to meet its
operating expenses.A company's
risk is composed offinancialrisk, Medium

Working with key partners and
supporting them with distribution
channelsthatarereliableandquick
should mitigate slow payments.
Buyers should be vetted very
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Typeofrisk Levelofrisk Mitigationmeasures

which is linked to debt,and risk,
which is often linked to economic
climate. If a company is entirely
financed by equity,itwould pose
almostnofinancialrisk,butitwould
be susceptible to business risk or
changes in the overalleconomic
climate.

carefullyforCreditWorthinessand
pastperformance

Market risk -Market Risk would
occur,forexample,whenthereare
newentrantsinthemarketleadingto
revenuetofallbelowexpectedlevels;
marketsharedrops(perhapsdueto
shiftin GOT emphasis strategyor
duetoanew entrybyalower-cost
competitor);demand fora Project
ceases.

Medium

The best mitigation strategy of
MarketRiskfortheProjectcomes
from long-term off-take contracts
with supply chains. MD has
projected itspricesjustbelow the
currentmarketrateusedbyitsmain
competitors.

ForeignexchangeriskForMDforeign
exchangeexposurecanoccurifthe
company borrows in USD$ or
machineriesthatwillbeorderedare
notdeliveredintime.

Medium

The companyhasthepotentialto
earnforeignexchangefrom exports
so the risk againstexchange rate
lossesisminimal.

7.3 SWOTANALYSIS

MDSWOT
ANALYSIS

STRENGTHS WEAKNESSES OPPORTUNITIES THREATS
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MDSWOT
ANALYSIS

STRENGTHS WEAKNESSES OPPORTUNITIES THREATS

OVERALL
ORGANISATION

 Goodgeographical
locationinTanzania
forSoapand
DetergentPlant

 CommercialSoapand
DetergentProduction
expertsengaged

 Technologymore
advancedandzero
emissionstothe
environment

 WeakorNoregulationof
orstandardsforthe
industry

 NoGovernmentsubsidies
unlessexporting

 Skilledmanpowerhardin
Tanzaniatofind

 Government
willingnesstorevive
allmanufacturing
industriesunderthe
newvisionon
industrialisation

 Governmentkeento
increase
manufacturingand
reduceimportsof
soapsand
detergents

 PlentyofGOTland
availabletoleaseor
buy

 Decisionmaking
involvinggovernment
officialsmaytakea
longtime

 Findingskilled
expatriatestofillthe
skillsgapinadvanced
manufacturing
practices

PRODUCTION  Reliablesupplyofkey
ingredients

 Virtuallyno
productionwastage

 Good/Newmachinery
tobeacquired

 Attentiontomachine
maintenance–well
trainedstaff

 International
accreditationwillbe
sought

 Highcostsofproduction
 Electricityoutages
 Benchmarksinsoapand

detergentmanufacture
hardtoestablishin
Tanzania

 Developthefirst
SoapandDetergent
Factoryusingthe
latesttechnology

 Expansionof
production

 ModelPlantfor
otherstofollow

 GOTmaychange
manufacturing
environmentwithshort
notice

 Climatechange
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MDSWOT
ANALYSIS

STRENGTHS WEAKNESSES OPPORTUNITIES THREATS

MARKETING  Readymarketdueto
increaseinpercapita
growth

 Everybodyusessoap
anddetergentsnot
consideredaluxury
item

 Protectedmarketif
productionandquality
maintained

 Nopollution
 GOTaccredited

products

 Marketawarenessalmost
NIL

 Poorpowerdistributionin
partsofthecountry

 Nogovernment
marketingstrategyfor
producers

 International
requirementsofthe
industrynotunderstood

 Developfurther
regionalmarketsfor
products

 Increasemarket
awareness

 Conductmarket
survey

 Considerselective
advertising

 Experiential
Marketing

 Unregulatedproducers
usingsubstandard
ingredients

 Co2emissionsbeing
ignoredbysome
playersintheindustry
goingforward

FINANCE  Noimportduty/VAT
onprojectifput
throughTICincluding
motorvehicles,
equipmentandPlant.

 Possibletoborrow
withpartnertomake
financingcheaper
thanlocalbanks

 Financialstatusofthe
company

 Hightaxes(LocalGovt.)
 Nobenchmarking
 TRAunderstandingof

SoapandDetergent
Productionfinancing

 Undertaken
independentfinancial
reviewandproduced
thisBusinessPlan

 Availablefinancing
andterm loans
availablethrough
localbanks(not
recommended)

 TRAunderstandingof
SoapandDetergent
inputcostsandcapex
tenorneededof6
years
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7.4 DEVELOPMENTIMPACT

Theprojectwillhelpthecountrybecome independentinthemanufacturingofsoapsand
detergents.

Ahealthynationisaproductiveone,MDwillcontributetothepersonalhygieneofthenation.

The modern Soap and DetergentPlantwillbecome a modelforthe GOT to increase
manufacturingcapabilitiesinthecountry.

7.5 EXPECTEDOUTCOMES

Variousoutcomesareexpectedfrom alltheseinterventionsandstrategydeployment.Amongst
manyoutcomes,thefollowingarethemostlikely:

 IncreaseincountriesmanufacturingcapacityinlinewithGOTpolicystatements;

 Noco2emissionsthereforenocontributiontopollutionoftheplanetorclimatechange
fears;

 Increasingwomen’semploymentandincomeintheregionsMDoperate;

 DemonstrationSoapandDetergentPlantthatcanbeusedtopromotetheMDmodel
andindustry;and

 Savinginforeigncurrencytothecountry,asoncethecountrycanmeetitsowndomestic
healthandhygieneproductsreducesimportsfrom regionalandinternationalcountries.
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8 CONCLUSION

From thisBusinessPlan,itwillbeseenthatSoapandDetergentPlantsetupwiththeproper
knowledgeandtechnicalsupportcanbeaveryprofitableenterprise.

Paramounttothisbusinessmodelisemploymentofkey,highlyskilledmanufacturingexperts,
to work with employed staffand imparttheirknowledge ofinternationalmanufacturing
activities.

Asindicatedfrom themodel,theInternalRateofReturn(IRR)oftheprojectisanindicatorfor
theproject’sprofitability.Foraprojecttobefinanciallyviable,theIRRshouldbegreaterthanthe
costofcapital(WACC).

TheIRRfortheprojectatthebasecasescenariois34.659%,wellabovetheprojectcostof
capital(WACC)estimatedat15.6%,suggestingthattheprojectisfinanciallyviable.

Assumingadiscountrateof30%,theprojectNetPresentValue(NPV)isUSD$1,110,213
excluding the TerminalValue (TV)indicating thatthe projectis feasible and worth an
undertaking.
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APPENDIX1: PROJECTEDPROFIT&LOSSFORYEAR1-5

M DSOAPS&DETERGENTSLIMITED
PROJECTEDPROFIT&LOSS

USD$

YEAR 1 2 3 4 5

INCOME          

Soaps 976,500 1,171,800 1,406,160 1,687,392 2,024,870

Detergents 780,000 936,000 1,123,200 1,347,840 1,617,408

TOTALINCOME 1,756,500 2,107,800 2,529,360 3,035,232 3,642,278

COSTOFSALE          

Soaps 390,600 468,720 562,464 674,957 809,948

Detergents 312,000 374,400 449,280 539,136 646,963

Transport&DistributionCosts 87,825 105,390 126,468 151,762 182,114

Packaging 35,130 42,156 50,587 60,705 72,846

TOTALCOSTOFSALES 825,555 990,666 1,188,799 1,426,559 1,711,871

GROSSPROFIT 930,945 1,117,134 1,340,561 1,608,673 1,930,407

LessOperatingCosts:          

Salaries&Wages 203,174 286,915 286,915 286,915 286,915

AdministrationCosts 131,739 158,087 189,705 227,646 273,176

Marketing&Brandbuilding 87,825 105,390 126,468 151,762 182,114

FinanceCharge 49,350 44,826 34,956 25,086 15,216

Depreciation 197,400 197,400 197,400 197,400 197,400

TOTALOPERATINGCOSTS 669,488 792,618 835,444 888,809 954,821

PROFITBEFORETAX 261,457 324,516 505,116 719,864 975,586
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TAXATIONAT30% 78,437 97,355 151,535 215,959 292,676

PROFITAFTERTAX 183,020 227,161 353,581 503,904 682,910

PROFITBROUGHTFORWARD - 183,020 410,181 763,762 1,267,667

PROFITAPPROPRIATION 183,020 410,181 763,762 1,267,667 1,950,577

APPROPRIATIONACCOUNT          

ACCUMULATEDRETAINEDPROFITS 183,020 410,181 763,762 1,267,667 1,950,577

APPROPRIATIONACCOUNT 183,020 410,181 763,762 1,267,667 1,950,577

PercentageofSales-GrossProfit 53 53 53 53 53

PercentageofSales-PreTaxProfit 15 15 20 24 27

PercentageofSales-AfterTaxProfit 10 11 14 17 19

Source:ConsultantAnalysis
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APPENDIX2: PROJECTEDCASHMDOW YEAR1-5

M DSOAPS&DETERGENTSLIMITED

PROJECTEDCASHMDOW STATEMENTS

  USD$

YEAR 0 1 2 3 4 5

INFLOW            

CAPITALINFLOW            

ShareholdersEquityContribution            

Term Loan 987,000          

OPERATIONALINFLOW            

ProfitBeforeTax   261,457 324,516 505,116 719,864 975,586

Depreciation - 197,400 197,400 197,400 197,400 197,400

TOTALCAPITALANDOPERATIONALINFLOW 987,000 458,857 521,916 702,516 917,264 1,172,986

OUTFLOW            

CAPITALOUTFLOW            

INVESTMENT&REINVESTMENT (987,000)          

LOANREPAYMENTS - - 197,400 197,400 197,400 197,400

OPERATIONALOUTFLOWS            

TAXATIONPAYABLE - 78,437 97,355 151,535 215,959 292,676

TOTALCAPITALANDOPERATIONALOUTFLOWS   78,437 294,755 348,935 413,359 490,076

NETCASHINFLOW   380,420 227,161 353,581 503,904 682,910

OPENINGBALANCE -   380,420 607,581 961,162 1,465,067

CLOSINGBALANCE   380,420 607,581 961,162 1,465,067 2,147,977

Source:ConsultantAnalysis
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APPENDIX3: RATIOANALYSISFORYEAR1-5

M DSOAPS&DETERGENTSLIMITED
RATIOANALYSIS

  USD$

YEAR 1 2 3 4 5

1.THEDEBTSERVICECOVERAGERATIO            

ProfitAfterTax   183,020 227,161 353,581 503,904 682,910

Depreciation 197,400 197,400 197,400 197,400 197,400

Interest   49,350 44,826 34,956 25,086 15,216

  A 429,770 469,387 585,938 726,391 895,527

InterestPayments   49,350 44,826 34,956 25,086 15,216

LoanRepayments     197,400 197,400 197,400 197,400

  B 49,350 242,226 232,356 222,486 212,616

THEDEBTSERVICECOVERAGE   8.71 1.94 2.52 3.26 4.21

2.RETURNONINVESTMENT            

ProfitBeforeTax   261,457 324,516 505,116 719,864 975,586

InterestPayments   49,350 44,826 34,956 25,086 15,216

  A 310,807 369,342 540,073 744,950 990,802

CapitalInvestment B 987,000 987,000 987,000 987,000 987,000

RETURNONINVESTMENT   31.49 37.42 54.72 75.48 100.39

3.RETURNONEQUITY            

NetProfitAfterTax A 183,020 227,161 353,581 503,904 682,910

ShareCapital B 109,000 109,000 109,000 109,000 109,000

RETURNONEQUITYRATIO   167.91 208.40 324.39 462.30 626.52
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4.DEBT/EQUITYRATIO            

Long/ShortTerm Loan A 987,000 789,600 592,200 394,800 197,400

NetWorth B 1,170,020 1,199,781 1,355,962 1,662,467 2,147,977

DEBT/EQUITYRATIO   1.35 2.86 7.91 27.45 95.99

Source:ConsultantAnalysis

APPENDIX4: BREAKEVENANALYSIS

M DSOAPS&DETERGENTSLIMITED
BREAKEVENANALYSIS

USD$ USD$

YEAR 1 2

ITEM FIXED VARIABLE TOTAL FIXED VARIABLE TOTAL

  COSTS COSTS   COSTS COSTS  

CostOfSales   825,555 825,555   990,666 990,666

OperatingCosts 669,488   669,488 792,618   792,618

CapitalCosts 987,000   987,000 789,600   789,600

FinanceCosts 49,350   49,350 44,826   44,826

TOTAL 1,705,838 825,555 2,531,393 1,627,045 990,666 2,617,711

A.SalesRevenue     1,756,500     2,107,800

B.VariableCost     825,555     990,666

C.ContributionMarginA-B     930,945     1,117,134

D.FixedCosts     2,531,393     2,617,711

E.ContributionMarginRatioC/A     36.78  
   

42.68

F.BreakevenSalesD/E     68,833     61,339

G.CapacityatBreakevenPointF/Ax100     391.87%     291.01%

Source:ConsultantAnalysis
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APPENDIX5: PAYBACKPERIOD

M DSOAPS&DETERGENTSLIMITED

PAYBACKPERIOD

  USD$

  TOTAL
PROFIT
AFTER DEPRECIATION TOTAL CUMMULATIVE

YEAR
PROJECT

COST TAX CHARGES    

0 987,000     (987,000) (987,000)

1   183,020 197,400 380,420 (606,580)

2   227,161 197,400 424,561 (182,019)

3   353,581 197,400 550,981 368,962

4   503,904 197,400 701,304 1,070,267

5   682,910 197,400 880,310 1,950,577

Source:ConsultantAnalysis

PAYBACKPERIOD2YEARS4MONTHS
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CALCULATIONOFTHEDISCOUNTRATE

AnessentialpartoftheDCFmethodologyisthediscountingoffuturecashflowstoreflectthe
factthatpresentearningsarevaluedmorehighlythanfutureearnings.Thediscountrateis
calculatedtoreflecttheopportunitycostoftheinvestmentfunds,whichisafunctionofboth
thefinancialstructureandperceivedriskofinvestment.Thenormalcalculationofthediscount
rateisexplainedindetailsbelow.

TheCostofDebt

Therateappliedtodeterminethecostofdebt( )shouldbethecurrentmarketratethe
companyispaying onitsdebt.Forthepurposeofthisbusinesscase,wehaveused a
USD$Loanrateof5%withtheloanbeingrepaidinUSD$orfavourableTshexchangerate.

TheCostofEquity
Unlikedebt,whichtheMDmustpayatasetrateofinterest,equitydoesnothaveaconcrete
pricethatthecompanymustpay.Butthatdoesn'tmeanthatthereisnocostofequity.Equity
shareholdersexpecttoobtainacertainreturnontheirequityinvestmentinacompany.From
theMD'sperspective,theequityholders'requiredrateofreturnisacost,becauseifthe
companydoesnotdeliverthisexpectedreturn,shareholderswillsimplyselltheirshares,
causingthepricetodrop.

Therefore,thecostofequity( )isbasicallywhatitcostsMDtomaintainasharepricethatis
satisfactory(atleastintheory)to investorssinceitisnotaPubliccompany.Themost
commonlyacceptedmethodforcalculatingcostofequityisknownasCapitalAssetPricing
Model(CAPM)calculatedusingthefollowingformula:

Where:

-Risk-FreeRateortheamountobtainedfrom investinginsecuritiesconsideredfreefrom

creditrisk,suchasgovernmentbondsfrom developedcountries.

- Beta,whichisusedtomeasurehow,muchacompany'ssharepricemovesagainstthe

marketasawhole;

-EquityMarketRiskPremium -The equitymarketriskpremium (EMRP),which

representsthereturnsinvestorsexpect,overandabovetherisk-freerate,tocompensate
them fortakingextrariskbyinvestinginthe stockmarket.

Thisequationmeasurestheriskpremium ontheequitymarketandmultipliesthisbythebeta
ratio,whichmeasurestheriskinessoftheinvestmentunderconsideration.Betaratiosare
determinedbythevolatilityofasharepricerelativetothewholeequitymarket.

SinceMDisinabusinessthathavenoanycompanyofitskindthatislistedintheDares
Salaam StockExchange(DSE)norinanyofregionalstockexchangeslongenoughtogenerate
industrialbetaratio,wecalculatethecostofequityusingthedebtyieldplusapremium
equation2,asfollows:

2Riskpremium forKenyamarketisusedhereasaproxytotheTanzaniamarketriskpremium duetolack
ofexactpremium from reliablesources.
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WeightedAverageCostofCapital:

ThediscountrateisthencalculatedusingtheWeightedAverageCostofCapital(WACC)
approachonapost-taxbasisinordertotakeintoaccountthetaxshieldbenefitofdebt.Inthe

formulationbelow,thetaxshieldbenefitofdebtisreflectedintheWACCbyconverting toa

posttaxvaluewiththeapplicationofthe factor,whichisthencombinedwith (already
aposttaxvalue)toproduceaweightedaverageoftheposttaxvalue.Thisisbaseduponan
estimationofthecostofcapitaloftheproject,combiningthecostofdebtwiththecostof
equity.

AccordingtotheproposedfinancingstructureofMDManufacturingPlant,theseniordebtto
MDthroughborrowingataninterestrateof5%perannum willaccountfor100%ofthefinancial
requirementfortheproject.

ThecostofcapitalorWACCisthencalculatedusingthefollowingequation:

Where:

=WeightedAverageCostofCapital

=CostofEquity

=CostofDebt

=theproportionofdebtontotalfinancing

=proportionofequitytototalfinancing

=CorporateTax

=15.6%


