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1) Economic Overview
2) PEAR Asssets and Project Overview
3) Market Research and Analysis
4) Marketing Strategy
5) Feasible funding scenarios for project construction.
6) Analysis and Recommendation
1) Economic Overview
Since 1994 Rwanda has grown at impressive rates- Rwanda’s economy grew an average of 8%
annually between 2001-2012. The Economist Intelligence Unit projects a 6.4% and 6.5% growth in
real GDP in 2015 and 2016 respectively.1 Growth in the country remains driven by agricultural
exports and mining. In 2013 commodity exports rose 22.7% to $620,000,000. Mining of rare metals
such as Niobium and tantalum was the sole driver of growth- reflecting a 130+% increase from 2012.
However, the trade deficit continues to widen, with imports totaling $1.7 billion (a $1.1 billon
gap) NGOs and foreign AID (British primarily) contribute disproportionately to the economy of
Rwanda through direct government AID and through various activities in country. Coffee, tea and
tourism remain key sectors for economic growth as well.
Agriculture continues to employ 80% of the population, but Rwanda’s 2020 Vision for the
country seeks to move the nation away from a primarily agrarian, low-income economy toward a
middle-income service economy. This transition has targeted poverty reduction through various
programs including expansion of education and national healthcare. These goals prove highly
ambitious as the current per capita income for Rwanda in 2013 came in at just $630. With scarce
natural resources and a virtually uneducated population the goals for rapid economic expansion seem
unrealistic, yet year after year the economy grows at an impressive rate.
2) PEAR Asset and Project Overview:
The Remera area of Kigali extends from Parliament to the international airport. The neighborhood
has a diverse set of businesses and industries as well as the national stadium. The location also houses
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many office buildings and various shop buildings. PEAR owns a piece of land that sits directly across
from the National Stadium, just a
few kilometers from The Rwanda
Development Board and Parliament
where all major industries work with
the government.

It owns another

property nearby that has a residential
home repurposed for business use.

On the main parcel of land PEAR
currently owns a three-floor office
building on the plot in addition to
20 small offices, which it rents to
local businesses for supplemental income. PEAR utilizes its main building for its own staff offices. It
rents the nearby house for business use.
Asset Assessment:
1) The parcel of land, while small, has prime location for office space. Conservative estimates put the
land’s value at $250,000-$300,000 USD. A more thorough valuation is being explored.
2) The main office building has fallen into some disrepair that has decreased the building’s aesthetics
but not its core functionality. PEAR offices in the building are underutilized and inefficiently
distributed. It has inefficient wall partitions on each floor that could be removed to enable more
efficient use of the space.
3) The external offices are of low quality, renting for $12 per square meter. If they were used for retail
space the rental value would increase drastically.
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4) The nearby home repurposed for business space has been undervalued for rental space- the rent
should be increased in the short term and developed in the long term.
5) Gross rental income from the properties total approximately $30,000 USD annually. In an effort
toward conservative estimates this income has not been included in any of our forecasts.
New Proposed Project:
The Proposed development offers five rentable floors in addition to underground parking for 30
vehicles. The land usage also allows the current building to remain and be retrofitted to match the
style of the new building. PEAR would consolidate all offices onto one floor and remove all nonweight bearing walls to optimize rentable space.
Key

Information:

Floors: 5

Elevators: 1

Rentable Square Meters: 2,895

Designed Use: Shops and office space.

Cost: $1,800,000

Total Square Meters: 3600

The building would include high-quality (European) tile floors and local marble countertops for
bathrooms and lobby areas. Proposed doors are solid wood from the DRC. These specifications
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would make the building a high-end building, an 8 out of 10 for quality. (See Market Research for
data support for these claims).
The Bill of Quantities (detailed cost projection) provided by the architecture firm estimates the
building will cost 1.1 Billion FRW. At current exchange rates (720 RFW=1 USD) the building would
cost $1.5 million USD. Local experts suggest adding a 20% cost buffer for overruns, which equals
$1.8 million USD.
Increased Yield on Current Assets:
The development plan allows for PEAR to renovate the current structure 3-story structure,
consolidate its staff onto one floor and rent the remainder of the building for $12-14 per square
meter. Renovating and renting this space could generate up to $30,000 in additional gross income.
3) Market Research and Data Analysis:
Research Method and Data Summary:
Key Data Collected
1. The quality of the building (Rating from 1-5, 5 being the highest)
2. Monthly cost per square meter
3. The occupancy of the building by percentage
4. The age of the building in years
5. The number of floors
6. Parking availability
7. Occupants of each building

Data Collection Methods
PEAR collected data on 34 buildings in four areas of Kigali: Remera, Kimironko, Kimihurura and
Downtown.
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The researcher visited each site for visual observation and sought the manager of each facility to
acquire key data, especially the rental cost per square meter and occupancy of the building.
When contact with management was not available, the researcher attempted to follow by telephone.
If management refused to respond, the researcher inquired of tenants to find average rental costs and
percentage of available spaces.
Data Set:
34 buildings in 4 areas:
ü Remera: 15 buildings
ü Kimironko: 11 buildings
ü Kimihurura: 3 buildings
ü Downtown: 5 buildings
Data Analysis by Location:
Remera:
Our research shows most buildings in Remera house local businesses; the lower floors are often
reserved for shops and the upper floors for office space. In some cases the rental cost declines for the
upper floors. The buildings researched have between three and four floors and scored between 3-4
for quality. Total occupancy ranged from 80% to 100%. Only two buildings hold 20% to 30%
occupancy due to current renovations.
Excluding these two buildings, the average occupancy for Remera is 93%.
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The average rental cost in the area is $14 per square meter, with a high of $24 and low of $6. The
discrepancy on the low score can be accounted for by the lower quality of the building.
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Kimironko:
Buildings in this area are considered more commercial, occupied primarily by business practices and
shops, mostly hardware stores with some offices on the upper floors.
Similar to Remera, Kimironko prices tend to reduce as on the upper floors of buildings. Kimironko
also showed high occupancy from 90% to 100% but also higher variation in quality than Remera,
ranging between 2 and 4. The number of floors ranged from 2 to 4. The average rents of the
buildings were $15 per meter, ranging between highs or $20 and lows of $11.

	
  

7	
  

Kimironko	
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Kimihurura
The three buildings in Kimihurura rated 5 for quality, with attractive exteriors and comfortable office
space. They boasted between 70% and 95% in occupancy and 4 to 8 flours. The average rent per
square meter came in at $15, where the highest rent was $19 and the lowest was $12.
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Downtown
Of the five buildings researched in Downtown, three rated 5 for quality with the other two scored 4
and 3 respectively. These buildings have 100% occupancy rates with the exception of one having a
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97%. The oldest building has two floors and the rest from 5 to 20 flours. The average rent per square
meter is $20.50, where the lowest cost is $10 and the highest cost is $30.
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Rental Rate by Building Quality
Building quality and rents are highly correleated. . Our strategy is to capitalize on this correlation to
maximize achievable rents from the Province’s property.

USD	
  per	
  Sq	
  Meter	
  by	
  Quality	
  (3-‐5)	
  
3	
  
USD	
  per	
  Sq	
  Meter	
  by	
  Quality	
  
(3-‐5)	
  

4	
  
5	
  
0	
  

5	
  

10	
  

15	
  

20	
  

Conclusions:

	
  

9	
  

The data confirms PEAR’s assumptions that rental rates in Downtown exceed Remera and other
nearby areas. However, the data also shows a strong correlation between building quality and rental
rates.- Not sure what you are saying here
The current design of PEAR’s office complex would make the structure among the newest, tallest and
most attractive spaces in the area positioning it as a likely candidate for the highest rental rates and
occupancy. The data suggests:
1. PEAR can conservatively assume $14.50 per square meter and at least 85% occupancy- or
roughly $35,700 gross revenue monthly,
2. PEAR should attempt to set rents at $16-$20 per square meter, offering between $37,000
and $46,000 in gross monthly income.
3. Shops on the bottom two floors provide significantly higher rental income than higherlevel offices and should be targeted in our marketing efforts.
4) Marketing Strategy:
Target Market:
The management team should focus marketing and sales efforts on NGOs, professional practices
(consulting, financial services) technology firms and mining companies. Each of these prospective
tenants represents economic growth drivers for Rwanda’s economy and will likely be the most stable
and long-term viable clients. Additionally these industry prospects would be the most likely to pay in
US dollars. Anchor tenants for the ground floors will set the tone and quality of the building,
drawing a certain customer demographic targeted to bring maximum benefit to existing tenants in the
upper floors. .
Marketing Partner:
Karisimibi Partners recommends working with Century Real Estate, which is managed by Charles
Haba. To date, thefirm has already provided significant advice without fee and offers substantial
experience in the Remera area as well as other areas of Kigali. Their expected fees are reasonable
given their connections and our improved likelihood of filling the building.
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5) Funding Models:

Construction Expenses:
New building construction: $1,800,000
Project Supervisor: $80,000
Old Building Renovations: $100,000
Incedental Costs: $20,000
-

Subtotal: $2,000,000

The proposed project requires $2,000,000 in funding to be successfully completed. Proposed Funding
types include A) grant/gifts from individual/organizational donors, B) low-interest loans from
philanthropically motivated sources and C) corporate loans in USD from Kigali at 9-10% and D)
combined approaches including Equity partnerships.
A) Grants:
Cash gifts can be directed to PEARUSA for a US tax deduction then transferred to the LLC in
Rwanda.
B) Low-Interest Loans from Individuals/Organizations:
This model offers a similar approach to the first, but provides repayment

(philanthropically-)

motivated investors with modest interest (aimed at leveraging their giving strategies). The loans would
be made to PEARUSA and administered byf an accounting firm and tax attorney..
C) Loan from Kigali in USD:
A portion not to exceed 50% of the equity of the total project (i.e. $1,000,000) would be borrowed in
US dollars from a Kigali bank for a term sufficient to bring monthly payments in line with the proforma construction and rent-up budget. Current plans suggest at 9% loan of $1,000,000 for 10 years,
While an increased timeframe decreases the monthly income to the Providence, the loan significantly
increases the cost of funding, and delays the cash-flow benefit to the Province.
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D) Equity Sharing:
Equity sharing would allow for interested parties to become partners with PEAR to share both the
risk (capital costs) and the rewards (net income) of business ventures. Investors may be either
individuals or institutions. Business Partners International operates a business investment fund for
small to medium sized companies. The managing director Eric Rutubana expressed interest in this
project and could provide up to $1,000,000 of equity or business loan at 16% for 10 years. The
standard “hurdle rate” for return on equity (ROE) sits at 25%- making an institutional investor
relationship difficult without sufficient cash flows. Non-institutional investors may be willing to risk
lower returns on equity.
E) Funding Scenarios:
The following 6 Scenarios show how funding methods impact net income and cash flow in the first
year post construction. Each scenario includes three revenue projections. Pessimistic assumes a
building 75% full renting at $13 per square meter, Expectation assumes 85% occupancy with
$14.50per square meter and Optimistic assumes 95% occupancy and renting at $17 per square meter.
These rental rates offer an average for the whole building, but in actuality the bottom floors will rent
for 40-50% higher than the upper levels due to retail rents

SCENARIO #1: 100% Cash Raised
Funding Mix

Pessimistic

Expectation

Opptimistic

Cash Raised

2,000

2,000

2,000

Social Loans

0

0

0

Bank Loans

0

0

0

Equity Investment

0

0

0
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Net Income (Y1)

$204

$264

$353

Net Cash Flow (Y1)

$204

$264

$353

Grants or gifts of $2,000,000 would provide adequate funding for the building’s construction and
would have no residual costs. This method of funding offers the least amount of risk and would allow
PEAR the best net income and cash flow.

Pros:

Cons:

Fastest method for PEAR Sustainability

Most difficult to execute

Lowest Risk

Requires PEARUSA make this its #1 goal

Highest ROI

Most paternalistic

SCENARIO #2: 100% Social Loans (7 years, 4%)

Funding Mix

Pessimistic

Expectation

Optimistic

Cash Raised

0

0

0

Social Loans

2,000

2,000

2,000

Bank Loans

0

0

0

Equity Investment

0

0

0

Net Income (Y1)

52

111

201

Net Cash Flow (Y1)

(101)

(42)

48

The low interest rates for these loans are offset in these models by the short timeframe for
repayment. The monthly payments for $2,000,000 in loans would restrict cash flow to PEAR until
the project has been completed.
Pros:

Cons:

Low cost of funds (no fees, etc.)

Little or no cash flow until loan has been paid
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off
Higher Likelihood of Funding

Risks associated with significant debt

Less paternalistic than option A

Risk of defaulting on friends

SCENARIO #3: Mixed Funding with Bank Loan
Funding Mix

Pessimistic

Expectation

Optimistic

Cash Raised

200

200

200

Social Loans

800

800

800

Bank Loans

1000

1000

1000

Equity Investment

0

0

0

Net Income (Y1)

$22

$82

$171

Net Cash Flow (Y1)

($44)

$16

$106

This scenario decreases the overall capital acquired by PEAR by $1,000,000 though bank financing
for 10 years at 9%. The model assumes 20% raised in cash and 80% raised in low interest loans.
However, like #2 the repayment period on the social loans drastically decreases the cash flow until
the loan has been repaid.
Pros:

Cons:

50% less overall money raised

Little cash flow until project has been paid off

Higher Likelihood of Funding

Difficult to acquire and manage debt

Less paternalistic

Risk of defaulting on friends

SCENARIO #4: Mixed Funding, 100% Cash and Social Loan

Funding Mix

	
  

Pessimistic

Expectation

Optimistic

14	
  

Cash Raised

400

400

400

Social Loans

1600

1600

1600

Bank Loans

0

0

0

Equity Investment

0

0

0

Net Income (Y1)

62

122

211

Net Cash Flow (Y1)

(40)

20

109

Under this model PEAR would have to acquire $2,000,000 in funds, with 20% in cash donations
and 80% in social loans of 4% for 7 years. This model avoids bank loans but once again has limited
cash flow until the loans are repaid after 7 years.

Pros:

Cons:

50% less overall money raised

Little cash flow until project has been paid off

Higher Likelihood of Funding

Difficult to acquire and manage debt

Less paternalistic

Risk of defaulting on friends

SCENARIO # 5 : Equity Investor
Funding Mix

Pessimistic

Expectation

Optimistic

Cash Raised

500

500

500

Social Loans

0

0

0

Bank Loans

1000

1000

1000

Equity Investment

500

500

500

Net Income

38

97

187

Investor Net Cash Flow 13

29

54

(Y1)
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PEAR Net Cash Flow 34

77

142

(Y1)

This scenario adds investor equity, in effect selling 35% ownership to decrease the amount of
capital needed for construction. This option adds a significant incentive for investment and
increases the likelihood that funding can be acquired quickly in a timely fashion.

Pros:

Cons:

Only requires $500,000 of donor funding

Requires the right investor

Higher Likelihood of Success

PEAR owns only 65% of the building

Less paternalistic

Investor decreases PEAR cash flow

SCENARIO # 6:
This final scenario assumes the funding mix from #5 but changes the income strategy by planning
to sell the top two floors (1400 sq meters) upon completion. Local experts estimate we could sell
the property for $800-1000 per sq meter (a $300 gain per sq meter on completion).
Assumptions:
1) Finished building value: $3,060,000.
2) Sale of top 2 floors at $850 per square meter- $1,190,000 total sale revenue.
3) Cost to build top two floors $728,000. Gain on sale $462,000.
4) Building value without top floors $1,870,000 (2200 square meters @ $850)
5) Bank refinance pay down $65,000 post sale.
6) Partner equity ownership of 37.5%
Scenario #6 seeks to buy out an equity investor as soon as the top floors are sold while still retaining
capital to reinvest in the second property owned by PEAR.
Investor Buy Out:
Sale price of the top two floors: $1,190,000.
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Less taxes (30% on gain of $462,000) $139,000.
Less Loan Pay down $65,000.
Remaining Cash: $986,000
Investor 37.5% cash payout: $370,000
PEAR 62.5% cash payout: $616,000
Remaining company equity (value – loan) $985,000
Investor buyout cost: $369,000
PEAR cash remaining post buyout: $247,000.
Cash flow on remaining building space: $54,000(E) to $71,000(O)
6) Analysis and Recommendations:
The proposed project for developing PEAR’s land in Remera does not offer near-term miracle
for sustainability. The 2013 strategic plan developed by PEAR assumed $400,000 in net cash flow,
but under the best of circumstances, (S1 optimistic) the project will not produce that level of cash
flow. That said, sustainability, with the avoidance of paternalism, must be understood in terms of a
process toward self-reliance rather than a fast realization of a “dream” budget. PEARUSA currently
provides $70,000 - $80,000 to PEAR annually. Taken at face, value, the self-reliance could be defined
as achieving a cash flow of the same $70,000 to $80,000.
In order to address the long-term financial viability of the Provence, all of PEAR’s assets must
be developed, maximized and leveraged in a long-term wise and strategic manner to increase the
sustainability of PEAR for perpetuity.
The following recommendations rest on the data and analysis presented in prior sections to
drive decision-making.
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1) PEAR must maximize current facilities in order to provide low-cost cash flow. The current PEAR
offices offer 300 sq meters of office space, of which 200 square meters can be rented at $11-14 per
square meter. The rental income could conservatively gross $30,000.
2) PEAR should immediately create an LLC and title land to the corporation for protection against
liability. The LLC would be owned by the Archbishop’s Office in total until and unless an investor
makes a capital investment. This step provides an organization to receive money sent from the U.S.A.
and a legal entity that can apply for financing. the new organization would be patterned after the
Anglican Church of Kenya’s model, known as the Church Commissioners of Kenya, or the CCK.
For the purposes of this study, the LLC shall be called the CCR.
3) Investors and financiers will require strong, clear leadership in the CCR to secure fiduciary
confidence. PEAR should appoint a person to manage the CCR during the construction period who
will work ideally as a Kingdom servant, for free while still providing high quality leadership. Once
cash flow begins on the building the CCR should hire a top quality leader, budgeting $40,000-50,000
for his or her salary. This person would manage the property and look for ways (under the guidance
of a Board made up of Rwandans and Americans) to develop the next parcel of land- maximizing the
assets available and making investments for the future. The CCK has an extremely capable leader and
his influence has made a marked difference in the success of the Province of Kenya.
4) Once the CCR hires a high-quality managing director (MD) the organization should maximize
them by establishing alternative revenue streams. The building management will not utilize their
abilities most effectively. The CCR should consider small to medium sized management consulting
projects ($2000-10,000). This option would allow the MD to pay for him or her self and create a
possible revenue stream for PEAR. Additionally the CCR should provide performance-based
incentives for the MD to hit and a bonus structure that properly incentivizes business growth. The
CCR should also seek talented individuals in the U.S.A. to donate consulting time to projects in
Rwanda as a way to maximize output and minimize cost.
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5) Scenario #6’s proposal to sell part of the building should be seriously considered. It would allow
PEAR to provide the equity partner with an almost 50% ROE, while still providing PEAR enough
cash to build a $600,000-700,000 building on the second piece of land that could gross an additional
$200,000 annually. The cash flow on both projects could put PEAR in a financially strong position
within 5 years.
6) The data clearly suggests that the amount of cash raised drastically affects the cash flow on the
building and decreases the amount of time necessary to make PEAR self-sustainable. While low
interest loans appear attractive, the loan repayment period kills net cash flow. If loans are attractive to
big donors PEAR should limit the amount they take or should ask the lender for a 10 year period at
5-6%.
Conclusion:
Projects of this nature move from dreams to concepts, concepts to estimates, estimates to data and
data to analysis necessary for decision-making. Since January 2015 the PEAR Sustainability Project
has moved from concept to the data driven analysis necessary for execution. The pertinent
information can be summarized in simple terms:
1) PEAR holds roughly $400,000 in land assets.
2) The building designs can expect to gross about $400,000 annually.
3) The project should cost approximately $2,000,000 (including a 20% overrun).
4) The sale value will greatly exceed cost of building.
5) PEAR needs a minimum capital infusion of $500,000 to become sustainable.
The land assets in Remera do not represent a winning lottery ticket but the data supports the
feasibility of PEAR’s project (given the correct funding) and offer a sensible solution to PEAR’s
financial viability. Moreover, the CCR offers significant opportunity for long-term investment and
growth that should secure the church for decades to come.
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