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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 
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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 
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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. 
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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 

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

 
 
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 
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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 

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

 
 

 
 
 



 9 

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

 
 
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 
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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 
 

 
- 
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VACANCY Folder 
 
Global Vacancy of 5.00% 
 
1. Set the Vacancy and Credit Loss to ‘Global’ 

 
 
Make the following entries into the Vacancy folder 
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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 
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SALE Folder 
 
Real Estate Commissions  
5.00% of Sale Price 
 
The Real Estate Commission should appear like this; 

 
Entering the Real Estate Commission 

1. Enter 5.00% in the appropriate box 
 
The Real Estate Commission should now look like this; 

 
 
Selling Expenses 
Selling Expenses: 1.00% of Sale Price 
Legal Fees: 2.00% of Sale Price 
 
The Selling Expenses should appear like this; 
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Make the following entries to the Selling Expenses 

 
 
 
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 
 

 
Press OK to return to the Sale Price folder 
 
The Sale Price Estimator should now show the Sale Price 

 
 
SAVE YOUR PROJECT 


