If you get the correct output for the practice problem (see below) you should have some confidence that your template
is set up with the correct cell formulas. Then if you enter the correct figures in input value cells B4 to B20 (read the
assignment!), your completed Excel® output should be ready to submit.
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FIL 260 Spreadsheet Homework Problem 3: Real Estate Investment (this output is for the practice input values, not the ones to submit)

Student Name

Total Property Purchase Price

Land Value

Depreciable Lifz in Years (Rental Fesidential)
Amount Borrowed on Loan

Loan Amortization Period in Years

Amnnual Stated (APE) Interest Rate on Loan
Initial Monthly Rent per Unit

Number of Units

Expected Annual Bent Percentage Increase
Expected Annual Vacancy/Uncollectible Percentage
Operating Expense Percentage

Expected Resale Price

Expected Selling Expense Percentage
Investor's Required Return on Equity
Investor's Ordinary Income Tax Rate
Ordinary Capital Gain Tax Rate

Section 1230 Depreciation Recpature Tax Rate

Net Present Value (as computed helow)
Internal Rate of Return (as computed below)

Loan to Value Ratio (L/V)

LOAN AMORTIZATION INFORMATION

CAPITAL GAIN TAX

Gross Selling Price

Ninus Selling expense

Equals Net Selling Price

Minus Remaining Book Value

Equals Capital Gain

Minus Section 12350 Depreciation Recapture
Ordinary Capital Gain

Tax on Section 1230 Depreciation Recapture
Tax on Ordinary Capital Gain
Total Tax on Capital Gain

CASHFLOW COMPUTATION

Potential Grozs Income (PGI)

Minus Losses from Vacancy and Uncollectibles
Equals Effective Gross Income (EGI)

Minus Operating Expenses

Equals Net Operating Income (NOI)

Minus Debt Service (zee above)

Equals Befors Tax Cash Flow to Equity (BTCF)
Minus Income Tax (zee below)

Equals After Tax Cash Flow to Equity (ATCFE)

Amount (Paid)Feceived from Transaction

INCOME TAX COMPUTATION
Net Operating Income

Minus Intersst Expense (see above)
Minus Depreciation

Equals Taxable Income

Income Tax @ Ordinary Income Tax Rate%

NPV COMPUTATION
After Tax Cash Flow to Equity (ATCF)
After Tax Equity Reversion (ATER)
Total of ATCF + ATER.
PV Factor @ Investor's Required Annual ROE
PV of Total Cash Flows

$9,100,000
£1,950,000
215
$6,400,000
25
7.80%
81,720
43
3.00%
5.00%
33.00%
$11,300,000
6.00%
10.50%
34.00%
15.00%
15.00%

§141,698
12.53%

0.70
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511,300,000
S678.000
510,622,000
§7.821 667
52,800,333
§1.278.333
51,522,000

5319583
§228.300
5347883

Year

(52,700.000)

Year(
(52,700,000)

(52.700,000)
1.000000
(52.700,000)

Investment is acceptable since NPV is 80 or greater
Investment is acceptable since IRR is equal to or greater than required annual return

Ending
MMonth

12
24
36

60

§630,393
5382.616
547977
-539.007
536.984

5630,593
5496132
5249167
-5114.726

-532.007

Yearl
586,084

586,984
0.904977
578,719

Orwnier's Equity Investment (Purchase Price - Loan)

Deepreciable Basis (Purchase Prics - Land Value)

Deepreciation in Yr. 2, 3, or 4 ((Purch Price - Land)Life)
Depreciation Yr. 1 or 5 (11.3/12 of ¥r. 2 - 4 value)

Thres years of depreciation, years 2 -4
Two vears of depreciation, vears 1 & 5

Total depreciation claimed (recaptursd under Sec. 1250)
Remaining book value at end of vr 5 (Purch Pr - Tot Depr):

Initial Annual Rent (monthly rent x 12 x # units)

Loan Amortization Period in Months (% years x 12)
Meonthly Interest Rate on Loan (annual rate + 12)
Meonthly Loan Payment (from lean payment formula)
Annual Loan Payment Total (menthly payment x 12)

Initial Year's Debt Coverage Ratio (DCR)

Initial
Principal
Crwved

56,400,000
§6,313.336
56,220,082
56,119,073
56,000,896

Ending
Principal
Orored
56,400,000
56,313,336
56,220,082
36,119,073
56,009,396
55,801,803

AFTER-TAX EQUITY REVERSION

Gross Selling Prics
Minus Selling Expense
Equals Net Selling Prics

Minus Loan Payoff (see above)
Equals Before-Tax Equity Reversion

Minus Capital Gain Tax

Equals After-Tax Equity Reversion

Year2
$1.020 442
§31.022
060 420
§310.908
3640 511
§582.616
566,805
-533.881
5100776

5649511
5480162
5260.000
-599.631

-533.881

Year2
$100,776

5100.776
0.818934
582,334

Year 3
51,051,035
532.553
5008302
5320.506
5668996
5582.616
586,381
-524.687
5111068

E

5668.996
5481.606
5260.000
-§72,610

-524.687

Year 3
$111,068

5111068
0.741162
582519

5780.000
5408.333
51278333

1.08
Year's
Total Principal
Payment Bepaid
5382616 586,464
5382.616 593,454
5382616 $101,010
5382.616 $102.176
5382616 $118,003
$11,300,000
S678.000
§10,622.000
53.891.893
54,730,107
5347.883
54182224
Yeard Year 3
51,082,386 51115064
534129 §55.733
51,028.457  51,059311
§339.301 $340.573
S689.066 5702738
5582 616 3382 616
5106.450 $127.122
-5135.087 -51.374
5121337 5128.496
54182224
5689066 $709.738
5473 439 $464.612
§260.000 5240167
544373 -54.041
-515,087 51,374
Yeard Year 3
§121.337 $128.496
54182224
§121.337 54,310,720
0.670733 0.607000
381,519 32,616,607

52,700,000

57.150.000
5260000
5249167

57,821,667
§990.720

300
0.0063
548,351
§382.616

Interest
Paid

5496,132
5489162
5481606
5473 439
5464612

IRR:
11.53%
NPV:
£141,608



