Fma450;"i AA (SUMMER 201 1)
» Demolition costs: $280,000
¢ Construction Costs: $4,800,000 (includes $1,500,000 for condos)
« Land: $3,700,000
» Building (Existing): $450,000 g
* Demolition time: 4 months 3 \
* - Construction time: 13 months (including demolition time) \3\)
e Financing cost at 6.95% per annum, compounded monthly '
¢ Financing of demolition costs: 30% down, and balance paid on

completion of demolition :
+ Financing of construction costs: 55% down, and balance paid on
completion of construction
¢ The condos were sold for $4,000,000
» Taxable capital gains: 50%
« Tax rate: 40%
Loan-to-Value ratio: 75%
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You have NO cash on hand (No COH)
1** Mortgage: 70% of loan, at 5.95

semi-annually
2"! Mortgage: Balance of loan, at 6.15% g r annum, compounded
semi-annually

Processing fees: 0.90% of both loans
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Zé% &er annum compounded

. 24"

Term or amortization perlod. 10 years
Mortgage payments: paid annually
Cost of equity = ECB + 3.50% risk premium

Cost of Debt (rd) = Effective Cost of Borrowmg (ECB)
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COMPLETE THE TABLES BELOW

Net Costs of Project at put-in-use 6,203, 79

Loan (net) ystadh 7

Initial Investment Lsso, 9 7

Mortgage payment of 1t Mortgage W3 6% 7

Mortgage payment of 204 Mortgage V13, 560

Mortgage payment Lo, B2

Effective cost of borrowing (ECB) 6292158 <7

Discount rate (WACQC) s '79?‘“19%7/

5/

Z|Fage Use back of page if you need more space




Name ID#

Fma450/1 AA (SUMMER 2011) Quiz #3A (worth 5%) June 7, 2011
¢« Demolition costs: $280,000

e Construction Costs: $4,800,000 (includes $1,500,000 for condos)

Ve Land: $3,700,000 e

v Building (Existing): $450,000

/o Demolition time: 4 months 7

Ve - Construction time: 13 months (including demolition time)

Ve Financing cost at 6.95% per annum, compounded monthly

/= Financing of demelition costs: 30% down, and halance paid on
completion of demolition

Ve Financing of construction costs: 55% down, and balance paid on
completion of construction '

_4 The condos were sold for $4,000!009
(/f
L ]

Taxable capital gains: 50%
Tax rate: 40%
o Loan-to-Value ratio: 75%
o You have NO cash on hand (No COH)
o 1° Mortgage: 70% of loan, at 5.95% per annum compounded
semi-annually &#¢= (.02 85’0({; 2
o 2" Mortgage: Balance of loan, at 6.15% per annum, compounded
semi-annually 3(=" 5. ZCLLL/S'S,Q %
Processing fees: 0.90% of both loans
Term or amortization period: 10 years
Mortgage payments: paid annually
Cost of equity = ECB + 3.50% risk premium
Cost of Debt (rd) = Effective Cost of Borrowing (ECB)
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COMPLETE THE TABLES BELOW

| -
Net Costs of Project at put-in-use £L,202,595
Loan (net) =5% IR T/

| Initial Investment - ], 5506 Y a” )

- | Mortgage payment of 1st Morigage - [RED zg,é’/
Mortgage payment of 274 Mortgage 193, 560
Mortgage payment Lo, 323 7
Effective cost of borrowing (ECB) b.7292153%
Discount rate (WACC) 5.2%% e/
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Fz450!1 AA (summsa 2011)  Quiz #3A (worth 5%)  June 7", 2011

Demolition costs: $280,000

Construction Costs: $4,800,000 (includes $1,500,000 for condos)
Land: $3,700,000

Building (Existing): $450,000

Demolition time: 4 months

- Construction time: 13 months (including demolition time) { B-lix 4

Financing cost at 6.95% per annum, compouhded monthly -
Financing of demelition costs: 30% down,; and balance paid on
completion of demolition :
Financing of construction costs: 55% down, and balance paid on
completion of construction
The condos were sold for $4,000,000
Taxable capital gains: 50%
Tax rate: 40%

o Loan-to-Value ratio: 75%

o You have NO cash on hand (No COH)

o 1% Mortgage: 70% of loan, at 5.95% per annum compounded

semi-annually 6.028506 -
o 2" Mortgage: Balance of loan, at 6.15% per annum, compounded
semi-annually : G AUUNYT L

Processing fees: 0.90% of both loans

Term or amortization period: 10 years

Mortgage payments: paid annually

Cost of equity = ECB + 3.50% risk premium

Cost of Debt (rd) = Effective Cost of Borrowing (ECB)
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COMPLETE THE TABLES BELOW
Nét Costs of Project at put-in-use 6 i W
Loan (net) | - 1,654, 9HF
Initial Investment 4,550,649
- | Mortgage payment of 1% Mortgage bht, d0L”
‘Mortgage payment of 224 Mortgage A9% 5607
Mortgage payment 640,824 7
Effective cost of borrowing (ECB) 6. 1944 537
Discount rate (WACC) P AR A
| | 4
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FV= o | |
&= 6,94 55
3.41315%
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Name

“Finad50/1 AA (SUMMER 2011)  Quiz #3A (worth 5%)  June 7%, 2011
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Demolition costs: $280,000

Construction Costs: $4,800,000 (includes $1,500 000 for condos)
Land: $3,700,000

Building (Existing)- $450,000

Demolition time: 4 months

- Construction time: 13 months (including demolition tlme)

Financing cost at 6.95% per annum, compounded monthly
Financing of demolition costs: '30% down. and balance paid on
completion of demolition : 7
Financing of construction costs: 55% down, and balance paid on
completion of construction | 4

The condos were sold for $4,000,000

Taxable capital gains: 50%

Tax rate: 40%

/o Loan-to-Value ratio: 75%

/ o You have NO cash on hand )

" o 1% Mortgage: 70% of loan, at 5, 95% per annum compounded
semi-annually EAR=6 028506

v~ o 2™ Mortgage: Balance of loan, at 6.1 5% per annum, compounded

semi-annually CAR=6. 2WISSe

Lt

"o Processing fees: 0 @ of both loans

‘o Term or amortization period: 10 years

o Mortgage payments: paid annually

. o Cost of equity = ECB + 3.50% risk premium

/" o Cost of Debt (rd) = Effective Cost of Borrowing (ECB)
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COMPLETE THE TABLES BELOW

Net Costs of Project at put-in-use

602 S99
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June 7%, 2011

Qulz #3@ (worth 5%)
* Demolition costs: $280,000
e Construction Costs: $4,800,000 (includes $1,500 000 for condos)
« Land: $3,700,000
* Building (Existing): $450,000
*» Demolition time: 4 months
* Construction time: 13 months (including demolition time)

Fina450/1 AA (SUMMER 2011)

* Financing cost at 6.95% per annum, compounded monthly

« Financing of demolition costs: 30% down, and balance paid on
completion of demolition :

* Financing of construction costs: 55% down, and balance paid on
completion of construction .

* The condos were sold forﬁooo,o@

» Taxable capital gains: 50%

s Tax rate: 40% '

ol Boes Gao 4

3 r?Qr::>¢‘ 5:

C
©
Q

1500, 000 (055) . W5,0000
4 09635\ L o3

B2 e00{u EL S
=G0 _ 0

‘o

o

@]

T 3%00,008

Loan-to-Value ratio: 70%

You have NO cash on hand (No COH)

1** Mortgage: 75% of loan, at 5.95% per annum compounded
semi-annually ~

2™ Mortgage: Balance of loan, at 6.15% per annum, compounded

- semi-annually CEBT gole dfb
Processing fees: 0.90% of both loans Cond o .
Term or amortization period: 10 years AL Lovd, 500

Mortgage payments: paid annually mrc @ BUG o4.3>
Cost of equity = ECB + 3.50% risk premium copity “sss, 0,455,483

Cost of Debt (rd) = Effective Cost of Borrowmg (ECB) ﬂ*’lﬂ‘z'@ A, 223, ‘I%)
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COMPLETE THE TABLES BELOW

Net Costs of Project at put-in-use 6 09, 596
Loan (net) L, 34 ,%H e
Initial Investment A. 960, 739 pe
Mortgage payment of 1t Mortgage LG43, %%
Mortgage payment of 2nd Mortgage N
Mortgage payment £a4) g
Effective cost of borrowing (ECB) (.o s
Discount rate (WACC) 5. 512897 _~
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Finad450/1 AA (SUMMER 2011) Quiz #36 {worth 5%) June 7%, 2011
» Demolition costs: $280,000
« Construction Costs: $4,800,000 (includes $1,500,000 for condos)
s ~Land: . $3,700,000—
+_ Building (Existing):-$450,000
» Demolition time: 4 months
¢ Construction time: 13 months (including demolition time)
« Financing cost at 6.95% per annum, compounded monthly
+ Financing of demolition costs: 30% down, and balance paid on
completion of demolition
+ Financing of construction costs: 55% down, and balance paid on
completion of construction
» The condos were sold for$4,000,000
« Taxable capital gains: 50% '
+ Tax rate: 40%
o Loan-to-Value ratio: 70% /_
o You have NO cash on hand (No cj
o 1° Mortgage: 75% of loan, at - per annum compounded
semi-annually
o 2" Mortgage: Balance of loan, a{ 6.15% per annum, compounded

: semi-annually
o Processing fees: 0.90% of both loa
L o Term or amomﬁ years

Yook
d % / Mortgage payments: paid annually
F C oI @@-ED/ Cost of equity = ECB + 3.50% risk premium
0 0/Cost of Debt (rd) Effective Cost of Borrowing (ECB)
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Name: \ ID# :

COMPLETE THE TABLES BEL.OW

Net Costs of Project at put-in-use 6202595 .
Loan (net) | | 43 4186 -
Initial Investment | 1860119

| Mortgage payment of 1t Mortgage aunpgs
Mortgage payment of 274 Morigage N niyd
Mortgage payment N85S 7
Effective cost of borrowing (ECB) - L2880y
Discount rate (WACC) | - 55905 % "
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