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Executive summary

1. Mission statement

The mission of CMS Holding, is to create a portfolio of

income producing real estate assets over the next 10-15 years

that will produce supplemental income to the principal

owners . A conservative approach wil l be taken that wil l

permit the company to be managed by means which will

allow the principals of CMS Holding, to maintain current

full -t ime employment . The company seeks to invest in one

property in a year. Init ially, CMS Holding, will seek to

purchase properties that have the potential to generate

immediate return on investment upon completion of

renovation or rehabili tation and then will be rented out.

CMS Holding, wil l then take proceeds from reconstruction to

supplement equity investment of second property that will be

held and rented as an income producing asset , while seeking

long term appreciation.
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1.2 Objectives

• The following are the main objectives for CMS Holding:

• To invest in construction of real estate properties for the purpose of immediate rent out, generating monthly

income while obtaining market value appreciation over a longer period.

• To manage real estate investments from identifying potential areas to construct and rent out the properties .

• To manage the renovation or rehabil itation activities of newly acquired properties .

• To manage the properties that are rented and held for the longer term.

• To manage the portfolio of real estate assets
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1.3 Key to success

The keys to success of CMS Holding, wil l be:

• Acquisi tion of undervalued residential properties. The greater the discount that properties can be purchased,

the greater the upside for short term or long-term gains will be.

• Complete the renovation or rehabil itation work within the scheduled time and within the budgeted amount.

• Recognize buying opportunit ies on specif ic properties that would provide the option to immediately renting

selected renovated or rehabil itated properties upon completion for short term gain.

• Find rental occupants for the selected properties before renovations are completed, or at the first opportunity

after completion.

• Maintain an average 92% occupancy rate each year on rental properties .

• Provide projected overall 5%-6% cash-on-cash return on the portfolio of assets.
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• Given the recent economic recession, there is an opportunity to construct properties for 30% or more below

what were sell ing for at their peak in early times. The acquisition strategy will be to construct properties at a

deep discount whose values are reduced below market value due to foreclosure . Additionally, properties wil l be

acquired at values which can be signif icantly increased through renovation or rehabil itation. CMS Holding,

will use the expertise of the principals to seek to identify and exploit opportunities to create value.

• The primary investment criterion is that the properties constructed must be capable of  renting and producing 

a positive cash f low. CMS Holding, may construct and immediate rent them out,  but the underwriting criteria 

will  be that the properties must be capable of  being rented and producing a positive income stream. No 

properties wil l  be constructed with the speculation that a profit can only be made by means of  f l ipping the 

home. This type of  speculation is too risky and does not meet the investment criteria of  the retirement 

portfolio.
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1.5 Sales forecast
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• 2.0 COMPANY SUMMARY

• CMS Holding wil l be engaged in the rea l es tate investment and manage me nt busines s and wi l l act as the Construc tion
Acquis it ion & Res torat ion M anager, Property Manager, and Portf ol io As set M anager. The company’s f ocus wil l be on
cons truc ting commercial and res ident ia l proper tie s , holding and rent ing at an at tract ive pr ice . This bus ines s p lan wil l
comprise of the fol lowing seven key components :

• A. Business Model

• B. Investment Criter ia

• C. Source of Equity and Debt

• D. Products and Services

• E. Market Analys is Summary

• F. Risk Assessment

• Als o included wil l be the marketing plan, f inancial plan, and the pro f orma f or two example proper ties . The prof ormas
provided inc lude the maximum acquis it ion prices , use of funds , service s , operat ing budget, re s idual value and inves tor
return.
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• 2.1 Startup summary

• CMS Holding will engage in the real estate investment and rental property business. As a start-up company it

wil l initial ly seek to manage the day-to-day activities of the company.

• The business model is set up so that the two principals wil l maintain their current fulltime employment. As

such, they will not be dependent on compensation, but instead with the focus expansion and on the long-term

property value appreciation.

• The company has located one area that will be used as examples for construction. The equity and debt sourcing

strategy will seek an equity investment of the construction price, closing costs and fees and seek debt f inancing

for the balance. The pro forma for sample properties is provided later in the business plan.

• Other costs associated with the start-up of a new company will be kept to a minimum as the business model is

to have the company run by the two principals, operated from home off ices, and while maintaining current

employment. No salaries are to be drawn from the company, but dividends will be paid as assets are sold or at

which time the monthly income generated from rents are no longer needed to be applied towards the

construction of additional properties . Included in the associated start-up costs are professional fees in

establishing the company, minimum office supplies, and insurance. Initial ly, these costs are to be raised by the

principals and will later be paid as expenses from by rental income.
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• A. BUSINESS MODEL

• The ownership structure of the new startup company, CMS Holding will be a privately held Limited Liabil ity

Company. CMS Holding, shall be registered in Tanzania.

• CMS Holding, wil l be set up to manage the real estate assets acquired. The purpose of establishing individual

for each property asset is to keep each deal separate and to simplify ownership in which outside equity

partners can participate, while sti l l offering the pass thru tax benefits and limited liabil ities .

• B. Investment Criteria

• CMS Holding Company Investments will seek to invest in stable residential rental properties that provide an

opportunity to achieve an unleveraged cash-on- cash return and a long term Internal Rate of Return.
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• C. Source of Equity and Debt

• The strategy to construct property for CMS Holding, portfolio is a two-step process that will require both

equity and debt f inancing. The process to construct a property to rent and/or hold for the long term will take a

conservative and methodical approach, but if fol lowed, wil l capitalize on the minimum amount of equity that

the principals have to invest without taking on unnecessary debt liabil ities or seek outside investors. The two-

step property construction process necessary to obtain one portfolio asset would be as follows:
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• D. Product and service

• CMS Holding, is a real estate investment and operating company and will provide property construction,

f inancing, asset management, property management, and disposition service .

• The company wil l  manage all  construction activities.  It wil l  seek investment opportunities that wil l  produce a 

long-term return between 8%-15%. The principals wil l  meet with real  estate brokers and agents,  owners,  and 

other participants in the real  estate community to secure opportunities that wil l  meet the return requirements.  

Bil l ings wil l  be prepared for each property construction seriously being considered.
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• Meeting with third party companies wil l be performed as necessary to complete each due dil igence.

• CMS Holding, wil l seek to diversify the risk to the portfolio by constructing properties in different areas that

may attract tenants from dif ferent employers and establish different timing of cash flows. An example of this

would be the construction of a property at Mikocheni .

• The company will work with mortgage brokers and directly with lenders to achieve the most favorable

f inancing terms and rates for new construction property, as well as any refinance options of existing

mortgages. The principals wil l be responsible for preparing loan applications, discounted cash flow projections

and other financial analyses.

• As the company seeks to construct properties it wil l perform financial analysis to evaluate the current market

to ensure that the construction would produce the expected return on the asset. The principals wil l meet with

potential real estate brokers and agents to understand their valuation approach of the property and marketing

approach and budgeting. As disposi tions of properties proceed, the principals wil l review all marketing

material , evaluate purchase offers, negotiate sales contracts, and closing documents. The principals wil l be

responsible for obtaining all legal reviews and representation on contract matters.
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• E. Market analysis summary

• Tanzania is currently viewed as a country with high potential  for growth and is attracting increased 

investments across various sectors of  the economy. Market sources have confirmed that this increased level  of  

economic activities by international investors/multinational companies have directly resulted in a surge in 

demand for real  estate properties in Dar es Salaam, further widening the demand supply gap. On this context,  

CMS Holding considers it appropriate to invest in this the much -needed real  estate offering on residential  

property.  Mikocheni ,  Masaki and Oysterbay is considered to be a sub-market of  the greater Dar es Salaam, 

region area.  While there is an increase in home value in these areas there is a high need to invest among those 

places because of  good infrastructure and good geographical  location which wil l  attracts a lot of  people.
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• Market segmentation

• On account of sustained economic growth and liberalized investor friendly policies of the Government, Dar es

Salaam, the commercial capital of Tanzania, has emerged as one of the prominent city with high population.

Dar es Salaam is the largest and most prominent city in the country. The city generates about half of the total

manufacturing employment and also serves as trading and transportation hub for the country as well as the

neighbouring landlocked countries. Due to the high prominence of the city, i ts strategic location, and by virtue

of being the largest market in Tanzania, Dar es Salaam retains much of the growth in economic activity, which

in turn is resul ting in robust growth in demand for high quality residential spaces in Dar es Salaam. CMS

Holding investments will be targeting civil servants, cooperative societies of government establishments,

middle income households e. t .c to rent properties . With unemployment sti l l growing and while those employed

the household income is holding level , i t is anticipated that the rental market will remain strong.
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• F. Risk assessment

• The various risks associated with this business plan can be grouped into three categories :

• Business Risk, Property Investment Risk, and Market Risks .

• Business Risk could be viewed as the issues associated with the assumptions made for CMS Holding . These may
include the fol lowing:

• - The principals do not have suff icient equity to fund property construction for CMS Holding.

• - Estimated start-up costs are greater than what is projected.

• - The necessary time frame to construct properties is greater than estimated and cannot be performed as a part time
job.

• - The necessary time frame to manage the rental properties is greater than anticipated and cannot be performed as a
part time job.

• - CMS Holding, does not properly manage the portfol io of properties and, as such does not meet i ts projected returns
and or obl igations .
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• Property Investment Risk could be viewed as the issues related to the acquisi tion assumptions and projected

returns. These risks may include the following:

• - Property construction cannot be made as projected.

• - Rental rates are less than projected.

• - Operating expenses are greater than projected.

• - Vacancy periods are greater than projected.

• - Lease transactions are greater than projected.

• - Tenant vacates property early.

• - Late rental payments.

• - Unexpected capital improvements .
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• Market Risk could be viewed as issues related to housing market in general or specif ic to Dar es salaam region.

These risks may include:

• - Interest rates increase, thereby making financing cost greater than projected and ei ther reducing cash flow

or making deals unobtainable .

• - Supply of rental housing increases, which could lead to lower rents.

• - Government policy initiatives that enhances opportunity for homeownership and lure away would-be renters.

• The risks identif ied could affect CMS Holding, performance or abil ity to meet i ts f inancial obligations or

targeted return; however, that the long-term benefits of real estate investment combined with the principals’

expertise reduce these risks and will produce the projected returns and meet the obligations of CMS Holding.
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3.0 Marketing strategy

The marketing for CMS Holding wil l  be  l imited,  

s ince  the  company wil l  be  outsourc ing the  leas ing of  

the  real  es tate  properties  through a realtor.  

Marketing wil l  be  focused on Multiple  Lis t ing 

Services  (MLS) through the  realtor,  but may also 

include promoting rental  property through local  

newspaper advertisements ,  and/or on alternative  

websites .
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• 4.0 Sales strategy

• CMS Holding, wil l be particular about who they will accept as tenants. References, proof of employment, good

credit history, and a criminal record background check will be required. Also, one month's rent will be

requested as a Deposit on signing of the lease.

• Rent-to-own purchase program may also be introduced as it is anticipated that new financing regulations will

make homeownership more diff icult for many first-time buyers and/or others potential buyers who have

diff iculty in saving the minimum down payment that many lenders will soon require.
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• 5.0 Milestones

• The following Milestones il lustrates the key steps that CMS Holding, wil l achieve in an effort to launch this

venture.

• 6.0 Financial plan

• 6.1 Underlying Assumptions

• CMS Holding has based its project f inancial statements on the following:

• ❖ The Company will purchase one to one property a year.

• ❖ The principals are to invest TShs 1,425,000,000 of equity funds to develop the business.

• (Actual amount of investment may vary depending on acquisition price of f irst property)
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• 6.2 Sensit ivi ty Analysis

• The Company’s revenues are sensitive to the overal l condition of the f inancial markets . A sudden and dramatic
increase in the rate of inflation or real interest rates can have a signif icant impact on the overal l revenue of the
business . The stabi lization of home prices projected over the next two to three years wil l provide purchasing
opportunities that will support posit ive cash f low. Should home prices quickly appreciate back, the projected return
of 5%-6% cash-on-cash return may diminish as current rent levels do not support such property values and require
debt f inancing .

• 6.4 Conclusion

• The above business plan fully supports CMS Holding Investments as a start-up company and wil l produce the
projected income stream for the principals . The goal of providing an unleveraged cash-on-cash return between 5%-
6% is a conservative and achievable approach given the current depressed home values .

• The expertise and experience of the principals will lead to the success of the company. Their knowledge and

understanding of the market area, as well as identifying and exploiting construction opportunities that keep cost

basis low, abi li ty to assess and diversify risk, prepare qualif ied cash flow proformas, and the abili ty to obtain

f inancing wil l all lead to achieving the projected return on the portfol io of real estate assets . These returns will

achieve the goal of providing supplemental retirement income to the principals of the CMS Holding.
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Thank you
C M S  H O L D I N G  L I M I T E D
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