REAL ESTATE INVESTMENT YEARLY
Example USA

INTRODUCTION
This example uses the Real Estate Investment Yearly template.

This practice example consists of two Sections;
1. The input information for the project
2. The instructions for entering the project data

PROJECT INFO. Folder

Property Name: Pentium Place
Description: 12,000 Sq Ft Office Building
Analysis Period: 10 years

Starting Date: Year 1 Jan

Building Area 14,000 Sq Ft

Rentable Area: 12,000

Purchase Price
Purchase Price: $1,600,000
Acquisition Costs: 3.00% of Purchase Price

INVESTOR Folder

Marginal Tax Rate: 35.00%

Capital Gain Rate: 15.00%

Recaptured Depreciation Tax Rate: 25.00%

Desired Return or Discount Rate (Before Tax): 13.00%

Short Term Rates Before Tax for calculating the Modified Internal Rate of Return (MIRR)
Financing Rate: 7.500%
Reinvestment Rate: 2.500%

INVESTMENT Folder

Description: Land

Amount: $648,000

Year 1 Jan

Depreciation Method: Land (No Deprec.)

Description: Improvements

Amount: $1,000,000

Year 1 Jan

Depreciation Method: Commercial Prop. St Line



EXPENSES Folder
Operating expenses paid for by the investor such as taxes, insurance, maintenance, property
management etc

Property Taxes
Year 1 Jan $30,000 per Year increasing by 3.00% per year compounded

Insurance
Year 1 Jan $10,000 per Year increasing by 4.00% per year compounded

Maintenance
Year 1 Jan $1,000 per Year increasing by 4.00% per year compounded

Utilities
Year 1 Jan $1,400 per month for one year then increasing by 3.00% per year compounded

Property Management
5.00% of Effective Gross Income

REVENUE Folder
Base Rent
$15.00 per Unit of Total Rentable Area per Yr. Two terms of five years and one term of one year.
Increase for the second term based on 3.00% compounding per year for five years. Increase for the
third term based on 3.00% compounding per year for five years.

Free Rent: 0.08% for the first 2 years

Recoverable Expenses
Year 1 Jan $4.00 per Unit of Total Rentable Area per Year increasing by 3.00% per year compounded

Parking
No. of Spaces: 30
$30 per Space per Mo. for one year then increasing at 3.00% per year compounding
VACANCY Folder
Global Vacancy of 5.00%
FINANCING Folder
Mortgage
Type: Standard Mortgage
Year 1 January, $950,000
Time Period: 11 years
Amortization Period: 25 years
Interest Rate: 7.00%
SALE Folder

Real Estate Commissions
5.00% of Sale Price



Selling Expenses
Selling Expenses: 1.00% of Sale Price
Legal Fees: 2.00% of Sale Price

Sale Price

Based on a Cap Rate of 8.00% using the Income for the year following the Sale i.e., based on the
Income & Expenses for year 11.



INSTRUCTIONS FOR ENTERING THE PROJECT INTO INVESTIT DECISIONS

Getting started
The first step is to open the Investit Template “Invest Real Estate Yearly” as follows:

1. Open Investit Decisions.
2. Select the Investit Templates folder

Investit Templates ] hly Templates ]

Select Template for Hew Project
[=I Outsourcing Decisions Monthly Projections -

Make Expenses Only Manthly

Make Revenue & Expenses Monthly

Qutsource Expenses COnly honthly

Qutsource Revenue & Expenses Monthly
[=] Buy v Lease Decisions Yearly

Buy Expenses Only Yearly

Buy Revenue & Expenses Yearly

Lease Expenses Only Yearly -

Lease Revenue & Expenses Yearly
=l Buy v Lease Decisions Monthly

Buy Expenses Only Manthly

Buy Revenue & Expenses Maonthly

Lease Expenses Only Manthly

Lease Revenue & Expenses Maonthly
= Imvest Real Estate | 9

Buy v Lease Real Estate Monthly

Invest Real Estate Monthly

Invest Real Estate Yearly sf— N
= Lease Analysis Landlord -

3. Open the Investit template “Invest Real Estate Yearly” The analysis period dialog will appear
4. Enter 10 years and click OK

" Enter or change the Analysis Time Period

For how many years do you wish to analyze the project?

Analysis Time Period | = 10| vears

(8] Cancel




ENTERING THE PROJECT DATA AND INFORMATION

PROJECT INFO Folder

Property Name: Pentium Place
Description: 12,000 Sq Ft Office Building
Analysis Period: 10 years

Starting Date: Year 1 Jan

Building Area 14,000 Sq Ft

Rentable Area: 12,000

Purchase Price: $1,600,000

Acquisition Costs: 3.00% of Purchase Price



Enter the following into the Projection Wizard

Project
Info. Invastar Investrment Expenses Revenue Vacancy
Report Headers Building
Fropery Mamea IPentium Place = | Building &Ares
Description 12,000 Sq Ft Office Building = | e A

Total Purchase Price

Furchase Price F 1,600,000

Acguisition Costs | e (1 0% |% of Purchase Price ﬂ

Tatal Purchase Price $ 1,648,000
Anahysis Time Period
10 Years ‘ Change Analysis Time Period ‘

Entry Information

Enter Rewenue and Expenses Yeatly Change Entry Information |

Starting Date  Januarn Wear 1

Calculate Financial Measures based on

Edit Unit of Measure

{* Potential Gross Incorme (" Effective Gross Income

Land
Land Area
Frontage

Financing

e 14, 000| Sq. Ft
= 12,000| Sq. Ft

0| Sq. Ft
Ft

[

INVESTOR Folder

Marginal Tax Rate: 35.00%
Capital Gain Rate: 15.00%
Recaptured Depreciation Tax Rate: 25.00%

Desired Return or Discount Rate (Before Tax): 13.00%

Short Term Rates Before Tax for calculating the Modified Internal Rate of Return (MIRR)

Financing Rate: 7.500%
Reinvestment Rate: 2.500%

Set up the Investor folder as follows

Froject
Infa.

[ Turh off Tax Calculations
Tax Rate

Discount Rate or Desired Return on Investment

Imvestor's Marginal Tax Rate 35.00%
Capital Gain Tax Rate 15.00%
Fecaptured Depreciation Tax Rate 25.00%

Before Tax I——} 13.00%
After Tax 3.45%

1 Investor 1 Investment} Expenses 1 Revenue ] Wacancy 1

Short Term Rates

Before Tax
Financing Rate

Reinvestment Rate

After Tax
Financing Rate

Reinvestment Rate

I:T.SDD%
I:E.EDD%

4.875%
1.625%




INVESTMENT Folder

Description: Land

Amount: $648,000

Year 1 Jan

Depreciation Method: Land (No Deprec.)

Description: Improvements

Amount: $1,000,000

Year 1 Jan

Depreciation Method: Commercial Prop. St Line
Steps for setting up the Investment folder

1. Individually select rows 3 and 4 and click on the Delete button

Make the following entries in the Investment folder

Froject

IFifi. 1 Investaor 1 |WESTI“E“11 Expenses 1 Revenue 1 Yacancy 1

Ihvestment Losses |Active Investor. Mo Lass Limitatian j
Purchase Price and Capital Improvements

. L Recovery
Description Amont ' ear Motk Deprecigtion Method )
Period [yrs]
and P 5645000 vear 1 ~||Jan  ~l|Land (Mo Deprec) d|
_|Improvements —-.' F 1,000,000 Year 1 j Jan j Commercial Prop. St Line j 39.0

EXPENSES Folder

Property Taxes
Year 1 Jan $30,000 per Year increasing by 3.00% per year compounded

Insurance
Year 1 Jan $10,000 per Year increasing by 4.00% per year compounded

Maintenance

Year 1 Jan $1,000 per Year increasing by 4.00% per year compounded

Utilities

Year 1 Jan $1,400 per month for one year then increasing by 3.00% per year compounded

Property Management
5.00% of Effective Gross Income



Steps for setting up Property Taxes
1. Selectrow 1 ‘Property Taxes’ and click on the Projection Wizard button
2. Make the following entries in the projection wizard

{u Projection Wizard

Entry Information
Description:  Property Taxes

Entry Choice:  Amount

Projection
Inflate Time Period
N ot Project I Starting To v Cort. Proi
MaLy Entry' Llsing... ncrease Vear End =1 ant. Froj.
el § 0,000 Annusl Compounding 7| =—e 300%[vesr1 <l W (11 =]
1 — !
" Projection Description

Property Taxes
Ertry Choice: Amournt
ear 1 30,000
Compounding at 3.00% per year for next 10 years

F 3

Ok Erint Repart Help

e Projection [nsert Prajection Delete Projection

Delete All Projections FProjection Description




Steps for setting up Insurance
1. Select row 2 ‘Insurance’ and click on the Projection Wizard button
2. Enter the following into the projection wizard

'Eﬁ Projection Wizard
Entry Information
Description:  Insurance
Entry Choice:  Amount
Projection
Inflate Time Period
A ot Project I Starting To \ Cort. Proi
ML El'ltr‘:,-' Llsing... NCrease - End rs ant. Fraj.
welle % 10,000 Annuzl Compounding 7| e 1 00% | vear 1 7|l W (11 =]
I — &1
1" Projection Description
MEUrance
Ertry Choice: Amount
ear 1 10,000
Compounding at 4.00% per yvear for next 10 yvears
Q< Print Repart Help ]
Hew Projection Insert Frojection Delete Projection
Delete All Projections Frojection Description




Steps for setting up Maintenance
1. Select row 3 ‘Maintenance’ and click on the Projection Wizard button
2. Make the following entries in the projection wizard

'Ef'i Projection Wizard

Entry Information
Description:  Maintenance

Entry Choice: % per Mo

Projection
| Time Period
Ertry e . Increase Sl To %rs | Cont. Praj.
Ernitry Using... Year
= 5 1000| Annual Compounding || ——)ed 00%|Year 1 | 1M =]

f

End
I
T

-

-,

" Pro jection Description
hairtenance
Eritry Choice: § per Month
ear 1,000 per Morth for 1 wear
Compounding at 4.00% per year for next 10 years
Fy
[8]24 Print Report Help

[levy Frajection

Inser Projection

Delete Projection

Delete All Projections

Frojection Description

10



Steps for setting up Utilities

1. Select row 4 ‘Utilities’ and click on the Projection Wizard button
2. Make the following entries in the projection wizard

'Eﬁ Projection Wizard

Entry Information
Description:  Milities

Entry Chaoice: % per Mo
Projection

Tirme Period

Ert Project | Starting y cont. Pro
" Entry Using... Merease Year rs ant. Fraj.
== 5 1 400 Arnual Compounding — 3 00% | Year 1 - T

T

T

£ Projection Description

EJ —_ < T

|Hilities

ear

Ertry Chaice: $ per Month
F1,400 per Morth far 1 year
Compounding st 3.00% per year far next 10 years

&

QR Frint Repaort Help

ey Projection

Insert Frajectian

Delete Projection

Delete All Frojections

Projection Description

11



Steps for setting up Property Management
1. Select row 5 ‘Property Management’ and click on the Projection Wizard button
2. Make the following entries in the projection wizard

'Ef'i Projection Wizard

Entry Information

Description:  Property Management

Entry Choice: % of Effective Gross Income

Projection
Time Period
% Project . Increase starting T Yrs | Cont. Proj.
Entry Using... Year
e 5 010%| Constant (Fill Right] = Year1 7| 11 =]

End
v
T

-

Ef'i Projec

tion Description

"\

ear 1

FProperty Management

Ertry Choice: % of Effective Grozs Income
2.00% of Effective Grozs Income
Constant per year for next 10 years

Y

Print Report

Help

Bew Projection

In=ert Frajectian

Delete Projection

Delete All Projections

Projection Description
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REVENUE Folder

Base Rent

$15.00 per Unit of Total Rentable Area per Yr. Two terms of five years and one term of one year.
Increase for the second term based on 3.00% compounding per year for five years. Increase for the
third term based on 3.00% compounding per year for five years.

Free Rent: 0.08% for the first 2 years

Recoverable Expenses
Year 1 Jan $4.00 per Unit of Total Rentable Area per Year increasing by 3.00% per year compounded

Parking
No. of Spaces: 30

$30 per Space per Mo then increasing at 3.00% per year compounding

Make the following changes to the Revenue folder

Praject
In%u 1 Investar 1 Irvestment ] Expenses ] Revenue Wacanoy
Revenue
Description Entry Choice Gty M| Year 1 Jan...
aze Rent § per Unit of Taotal Rentable Area per vr of— | 12,000 v § 0.00
Free Rent % of Rent || — 0.00%
Recoverable Expenses F per Unit of Total Rentakle Area per Yr 4‘— j 12,000 [+ F0.00
Parking § per Space per Mo j —.' 30| v F0.00
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Setting up the Base Rent

1. Select row 1 ‘Base Rent’ and click on the Projection Wizard button
2. Make the following entries in the projection wizard

i Projection Wizard

Entry Information

Description:  Base Rent

Entry Choice:  § per Unit of Total Rentable Area per™r

Projection
Time Period
Ent Project | T Starting To y cort. Pro
& Ertry Uzing... MCrease el Vear End rz | Cort. Praj.

w1, 1 5 00| Stepped Proj. (Lease)

| — 5 00% 1 vear1 |

4

—
— 300% 2 |YearB e
3 v

Lejlele

Year 11 v

-

Stepped Projection

=,

hd
Mewvy value at"End of Term" hased on:
=+ Annual Compounding Rate Increase
" Enter value
" % Increase

™ % Increase

Mo, of Terms: m

(5] Zancel

Help

T

e Brojection

Insert Frajection

Delete Projection

Edit Stepped Projection

Delete All Projections

Frojection Description
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Setting up the Free Rent

1. Enter the Free Rent directly into the grid as follows

Project : .

|erD l Investor l Imvestment l Expenses l Revenue ] Wacancy Financing

Revenue
Dezcription Entry Choice Gty MOl Year 1 Jan... | Year 2 Jan...

EBasze Rent § per Unit of Total Rertable Area per Y ;I 12,000 |7 F15.00 F15.00

Free Rert % of Rent =l — — 005% | = 0.03%

Recoverable Expenses § per Unit of Total Rertable Area per 'r ;l 12,000 |7 F4.00 F412

Parking § per Space per ho | 0| W £ 30.00 £ 30.90

Setting up the Recoverable Expenses
1. Select row 3 ‘Recoverable Expenses’ and click on the Projection Wizard button
2. Make the following entries in the projection wizard

i Projection Wizard
Entry Information
Description:  Recoverahle Expenses
Entry Choice:  § per Unit of Total Rentahble Area per
Projection
|Time Feriod
Ent Project I Starting \ Cort. Proi
Iy Entry Llsing... NCrease - rs ant. Fraj.
e § 4 00| Arnual Compounding 7| =—e 300% Year1 7 11 =]

T

1" Pro jection Description

B »<ss

Guantity: 12,000

ear 1

Fecoverable Expenses

Entry Choice: § per Unit of Total Rentable Area per Year

F4.00 per Unit of Tatal Rentable Area per Year

Compounding at 3.00% per yvear for next 10 yvears

&

Frint Feport

Help

e Projection

[nsert Prajection

Delete Projection

Delete All Projections

FProjection Description
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Steps for setting up the Parking
1. Select row 4 ‘Parking’ and click on the Projection Wizard button

2. Make the following entries in the projection wizard

'Ef'i Projection Wizard
Entry Information

Description:  Parking

-~

Entry Choice:  § per Space per Mo
Projection
Time Period
Eritty Project ) Increase Starting T iz | Cont. Praj.
Eritry Uzing... Year Enil
=g 5 50.00| Arnual Compounding 7| =——ie500% vear1 <l W O[11 =]

i Projection Description

&

Parking
Ertry Chaice: § per Space per Morth
Guantity: 30
ear 1 F30.00 per Space per Month for 1 year
Compounding at 3.00% per yvear for next 10 yvears
&
Qs Print Repart Help

e Projection

Insert Frajection

Delete Projection

Delete All Projections

Frojection Description
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VACANCY Folder

Global Vacancy of 5.00%

1. Set the Vacancy and Credit Loss to ‘Global’

YVacancy & Credit Loss |Detailed Entries LI

Mane
Glohal

Revenue. VWacancy and

FEVEnU®  |hetailed Entries

i

Yacancy & Credit Loss IGIDbaI

=l

Make the following entries into the Vacancy folder
Plrr?%s.ct l Investor l Irwestmentl Expenses l Revenue l Vacancy I

Revenue. Yacancy and Credit Loss Allowances

Entry Chaice Year 1 Jan...

Year 2 Jan...

Year 3 Jan...

Year 4 Jan...

5.00%

Global Wacancy

% of Revenue < | 5 D0%.

S .00%:

S .00%:

T

1. Enter 5.00% into the grid for year 1

January.

2. Click on the Fill Te End button
iRkt || Fill To End /
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FINANCING Folder

Mortgage (Borrowing)
Description: First Mortgage
Type: Standard Mortgage
Year 1 January, $950,000
Time Period: 11 years
Amortization Period: 25 years
Interest Rate: 7.00%

Setting up a mortgage
1. Click on the Add Mortgage button
2. Make the following entries into Mortgage window

Mortgage
Mortgyage Details Terms and Amortization Details
Analysis Period: Year 1 Jan to Year 10 Dec Mo of (Balloon) Terms 15
[ Time Period [ Amorization
Commencing  [Year1 | Maonth [January -
Term v Mordh v Mordh MNominal
BArs Lu] = B2ars [u] =
T |Standard Maortgage ﬂ Mo Interest Rate
Yre
1 — 11 0f —=—f s O e 7 0010 %
Amount | = 950,000 Interest Rate |Fixed bt
Cescription |Firstru10r1gagei— |
Mortgage Settings
Fayment Freguency |ru1|:|nthw ﬂ
Additional PaymentsiBorrowing [
Payment Rounded |Up to Mearest Cent ﬂ Make the entries and then click on the
Compute button
Compounding Fregquency |ru10nthly
(o]’ | | Campute | Fill Cower ‘ | Cancel ‘ | Help ‘ | Comments
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SALE Folder

Real Estate Commissions
5.00% of Sale Price

The Real Estate Commission should appear like this;

Real Estate Commission

|Fixed Fercentage of Sale Price j
0.00%

Entering the Real Estate Commission
1. Enter 5.00% in the appropriate box

The Real Estate Commission should now look like this;
Real Estate Commission

|Fixed Fercentage of Sale Price j

E.EIEI%l

Selling Expenses
Selling Expenses: 1.00% of Sale Price
Legal Fees: 2.00% of Sale Price

The Selling Expenses should appear like this;

Expenses 1 Revenue 1 Wacancy 1 Financing 1 Sale
Selling Expenses
Description Entry Chaoice Expenze
elling Expenzes % of Sale Price j 0.00%
Legsal % of Sale Price | 0.00%
|| Add || Insert || Delete || Move

19



Make the following entries to the Selling Expenses

Expenses l Revenue l Vacancy I Financing I Sale
Selling Expenses
Description Entry Chaoice Expense
eling Expenzes % of Sale Price | el 1 00%
Legal % of Sale Price x| —200%
|| Add || Insert || Delete || Mo |

Sale Price

Based on a Cap Rate of 8.00% using the Income for the year following the Sale i.e., based on the Income

& Expenses for year 11.

Setting up the Sale Price

1. Click on the Sale Price Wizard button and make the following entries

Sale Price Wizard

Financial Measure

Effective Gross Income Multiplier
Cap Rate

MHet Income Multiplier

0.0

i

n.0o

Compaund Annual Growth Rate 0.00%
Lnifarm Annual Increase 0.00%

Based on the income

far the lastyear
Sale Price

Patential Gross Incame Multiplier 0.00

Baszed anthe income for

the year following the Sale

Sale Price

g0 | noof
500 | oogf
500 | 2.00%—
500 | oogf

g0

§o0

§ 2 478 090 (% f—

g0

£ 1,648,000 ¢ Enter Your Cwn Estimation

§ 1,648,000

Qi

Zancel

Help

Press OK to return to the Sale Price folder

The Sale Price Estimator should now show the Sale Price

Sale Price Estimator

Sale Price Wizard

§ 2,428,080

SAVE YOUR PROJECT
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