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Midterm FINA 450/1 Section AA

~ SUMMER 201¢ 2
» 2010 ~ 11:30 oy

to 1:30 Pm

Read !nstmcfions to avoid Penalty

Raphael s concerned over . these peg| estate
fransaction that he is currently Undertaking and have
asked YOU fop help.

Property
| SGw |

(Accepteq) 2L 660 43S 660
2 —

- 5.4799) % 85%
P T 5.40%
L 0%t Balorce © 5,959, 25 0

| Compounded Semi- annyall

 [Payable m_%

!
Cancel. penalry |

effective gross’ income.

The  building represent 6;1?1‘ the  property
d I

value and i) be
€preciated at q capital ¢os

allowance rqte of @ec“ning balance
Mmethod, hqlf Year rule applijes. The balance js land.
/{‘ :UED f . r/.-..pm“”'“‘“""“"“ - )
L The \taxﬂ‘qg‘htg_g}g% and_QO% of the capital gains js taxed. Inflation is
. Ccurrently qt 2.75% per annum.
V2 s

Summer 7 019 sp




Midterm FINA 450/1 Section AA ~ SUMMER 2010
May 25%, 2010 -~ 11:30 am to 1:30 pm
Pre OfESSOl' A Mannadiar Read Instructions to avoid penafty

Question #1, see Page 2 for details 10%
Assume CASH ON HAND and stays for the entire term. What is the
Effective Cost of Borrowing for Project sew?.

?Your Answer here;

N
COH Lo S 000X 6.5 - 43 (

A J . : S/ CL0
Mi{o.es) 2 {639) |
PV Z2BOg00 PY =15 2006
Yy s A48 "7 G e3ssol
N < S . _ Neoge 1
2 PT (PMT:'%;%Q_L}EO}!—J_ D}/[T~tb/1‘l1005

PY = 432 000 (1 - 6.0083) - 428, 06"
'(DM’{: 24 Y . 4 oS a%f)’,ﬂZ;/

N g o
CPT Y - Lo = S 2842437,
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Midterm FINA 450/1 Section AA ~ SUMMER 2010

May 25% 2010 ~ 11:30 am to 1:30 pm
Prafessor A Mannadl Read Instructions to avoid penalty

Question #2. see page 2 for details 10%
Assume NO CASH ON HAND and stays for the entire term. What is

the Effective Cost of Borrowing for Pro Ject LOYOLA?, _
2 Your Answer here: (. 2%@2 /.

ork Area (use back of previous page if you need mor m
LV A

Loaf\ = L/'_-?—SC}C)(_:)( &8s = Z.;!Q%’ S Q’:&
3 HOR aso

et | Ao erd 4084
Ml o MZ(O%}

L

PV 265004 P 122,416
y C.o3es0(, Iye oK 5
Noxog NS

CPT PWT 2§29 4 g3 _?bﬂTfi/Q,,fﬁjfb(ép
P\/ - HO3, 330/

2‘\ T3 R oo - 42 2%’*1/

@- /y /;c/ 62631327
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May 25", 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar Read Instructions to avoid penalty

L Midterm FINA 450/1 Section AA ~ SUMMER 2010

Question #3. see page 2 for details 10%
Assume NO CASH ON HAND and stays for 8 years. What is The

Effective Cost of Borrowing for Project SGW?. ~
2 Your Answer here: 6 HQ-Q%'i/

Mork Area (use back of previqus page if you need more space)|
NCOR - 81 o x0s - 432000 +he _
H oeoo
222000 4 uam a0

} - O.6eeS
Vy - 547229/ | Vs (oo
DM = 525,120 T3 1S ‘
MBel ox =70 Lyeers f‘émw“:h Change V= L" 1o X&nxqj i
M2 {nnes &
J‘-"?“;, LG+ J0R,32 = 297 HDT +( 013)=297, oH |

Dy- 435, %5 %’m% %zw/o’

i

OMT= 2% 120 + | 229755
£y - ﬂaﬁ’%%ﬂ

Iy ] Ltjg""‘ £ {n e
::;:rr 7Y OF = =
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Midterm FINA 450/1 Section AA ~ SUMMER 2010
May 25", 2010 ~ 11:30 am to 1:30 pm

Pr Qf essor J. Mannadiar Read Instructions fo avoid penalty
Question #4. see page 2 for details 10%

Assume CASH ON HAND and stays for 6 years. What is the Effective
Cost of Borrowing for Project LOYOLA?. B
= Your Answer here: Cﬂ OH222S /A

1.OS1,

Fee

[Work Area (use back of previous page if you need more space;)!

Co Jormn  HAS,00 X 0,85 :%ogf 0
i (o.?) w2(e.2)

PV . 282,625 Ty e 20123

Yy (003030 Vo o (. 2HH33G

N S Nz s
PMT=$29, 173 Pt 312, G2

NBal ek b= O (o6 L) dherse BT @

M LD ,
118699« 8517 - 4763, 368x(1.019)5268 4G

OV= 403, 750 4237 - 299517

oyt - 29,1732 15 6F - - 4] 844

Az «252}%%/

V- 0

(P vy - £28- £ 54 _%;46 .
—

1229

R
/

Summer 2010 5B Page 6



Midterm FINA 450/1 Section AA ~ SUMMER 2010 7
May 25", 2010 ~ 11:30 am to 1:30 pm '
Professor J. Mannadiar Read Instructions fo avoid penalty

Question #54, see page 2 for details 10% !

What is the Gross Income Multiplier (6IM), Net Operating Income

Multiplier (NIM) and Overall Capitalization Rate (OCR) for the following
buyer and seller?.

Mork Area (use back of previous page if you need more spaceﬂ

BUYER SELLER |
for SGW for Loyola
GIM times| 398x -~ D.495%
NIM times | (. 22y 4%
OCR % [6.097/ | 18,53y,

?(51 D 1H,c00 ®g(o_§_3o = [O2,co0
- 2000 @%.00(12) * SAIZO

120 T
Pl e 120 (M’fi ___________________________ e Ve
~. 7 ) e -
g J(% w0 0003 0 R G ySIul

G099 . 5 395y
8269

ALEH L 6 es347

ol
- 440, e

NoT @503 \)Mw szj‘; (2155

OCR = 92,431
57, o

- (;/l !égﬁ@?

Summer 2010 SB Page 7



Midterm FINA 450/1 Section AA ~ SUMMER 2010

May 25%, 2010 ~ 11:30 am to 1:30 pm

Professor J. Mannadiar

Read Instructions fo avoid penalty

LQues‘rion #6_see page 2 for details 10%

|

After Taxes

Assumé NO CASH ON HAND\WhaT is the C ows .
(CFAT;Em‘Y'e‘ar‘ZT for Proper@ Clckion? 27
G5 R 2 Indicate ANSWERS below *"
\ Use this table if you find it useful
\ Year 1 Year 2
NOI 3 92,07 $95 209
Depreciation - 72723 JH HS!
EBIT £s 299 56,768
Interest - | 24 708 23 885
EBT (0,570 56,883
Taxes 40V ~ 249 23¢ 72, #7453
EAT 3¢, 35¢ 34,730
CCA + 2 373 14,45 |
Principle ~ | /H s547 (B 20 //
| craT P Answer here (329, 5¢ /”3235, 2l
- ' — R >~ SPPR IR
":j\ l!\lork Area (use back of previous page if you need more space)] ’
NCO Dep lneek)  DBuNeling Valwe 2 576,006 X C.bY :j;%&%JCa“@O
Ve Buecc CoAax Luee :
r 3L, o P373 21,2673
2 Bl 1M, 45 3G, D1
* IRk BPrincole 25 Bobveed 4o T 0ot of g2 |
\J\ \ }\/f I ) DMT T ~teerest / Pr el 0 L& {! !‘/( %Cﬂi L A j
50!..{;-2,%‘5.’ G| [ 283 2672
. f lg; '%D }S;SCDO Dh(a%D )[,' 2—;%; 61—:‘1 1
Z]2sa% | 14,133 /0, 15% | 263 420
: SRR P
ML © | " fi
con eS| 1,208 5717 /97 579
ziizs L 6,912 | 5203 i 142,364
i i
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Midterm FINA 450/1 Section AA ~ SUMMER 2010 ?

May 25, 2010
Professor J, Mannadiar

~ 11:30 am to 1:30 pm

Read Instructions to avoid Penalty

l Question #7.

10%

]

Assume NO
$750,000 and HSBC Bank

Processing fees is (2.50%) of
mortgage balance, if mortgage

* Down payment opr deposit
¢« Term
* Payment mode
* Interest Rate
Year 1- 2
Year 3
Year 4 and thereafter

CASH ON HAND. Sacha purchased a property for
financed it under the followin

terms:
loan, cancellation penalty isi 1.40% of
is cancelled on or before the 5™ year.

25 percent 7. demn
25 years
Annually

Variable, as follows

5.80% p.a. compounded semi-annually = €tA
6.25% p.a. compounded semi-annually (o Z0Ek'
6.50% p.a. compounded semi-annually G COTELE',

Use the table if you find it useful

Year Installment Interest ~ Principle l Loan Balance
t 0 — — — |56 5o
N e v = VO LCRE, | =ep ot
2 T e | Eeee L2 | ossd i
R = =W oy 22y | e 0z
% N e T eI
5 A0 =rmy | B 1220 | SO =
# 6 =TT emely ‘ “?3.‘ SIS fﬁ_}O: 2017
7 WA od | 4D g
8 TL = 5. O% | 1T 3
| 9 =00 A s8R | \e.ma | A T
E Y | = o 3Sace ] Tl v | 4 %]

Sacha plans to stay for ten
he sells?.

F (O Ros

years. How much does he owe the bank if.
2 Your Answer here: 444 o

Eork Area (use back of previous page if you need more spacq

,

Summer 2010 SB
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‘Midterm FINA 450/1 Section AA ~ SUMMER 2010 1

May 25%, 2010 ~ 11:30 am to 1:30 pm
‘ Professor J. Mannadiar Read Instructions fo avoid penalty

Question #8a 5% ‘
You are given an assignment to appraise this properiy. The property
"has 45,000 square feet (s.f.) of usable space. Analysis of construction
costs indicate a per square-foot cost of $35.00 for the first 25,000
square feet of space: $32.50 per square foot for the next 30,000
square feet, and $30 per square foot thereafter. The property is
271 _twenty-seven years old with an estimated economic life of ninety years.
Changing neighborhoed (location depreciation) characteristics have had a
negative influence on the property of approximately 12% of building
(construction) costs. An examination of similar lots indicate a land value
of $14 per square foot and this property is on 70,000 square feet of
fand. '
What is the estimated market value of this property based on the Cost
| bl BlH D00

L\J Approach?. 2Your Answer here:d)

2}3/'@2,
. 'S) { ( ﬁ\lork Area (use back of previous page if you need more spacej

| REY2SeG = §F3,000
\ 20,5y 20,U0 LT = (56,000

Ny ot of Wew = ] 575,000
[as5 [leg. 2¥eo [ 1,52%,00) = C‘z’ﬁl,%OQ)
oot Dep (=1270)(1,52964) (| &»,000)

Valor oF N 8?}{” SO0,
Hcank Land MTcow) g0 00O
3 “———/j—’——_‘

5| 86y, 500

.AM et

g,

Ty T N o

Summer 2010 SB Page 10



Midterm FINA 450/1 Section AA ~ SUMMER 2010 H

May 25%, 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar Read Instructions fo avoid penalty

Question #8b 5%
You obtained a mortgage 4 years ago for $800,000 at 9.25% per annum
compounded semi-annually, amortized over 20 years. M/l:t e rates has
dropped so that a 16-year loan can be obtained a@ﬁg per annum,
compounded semi-annually. Cancellation penalty is 1.30% of mortgage
outstanding balance. There is a 2.50% processing fees on the new loar.
Assume NO CASH ON HAND and you plan to switch. How much i€ the
new loan?.

2 Your Answer here: D £60, {Bf ,

Mork Area (use back of previous page if you need more spacﬂ
L’nyﬁ elr %QO > @ D23 pacw N= 2O
TV = Boowe  we 2o S Cﬁ* 46396 (G PMT $OIO 553
W\%& "DC«}V‘ 1:;, [@, (\é/j«f“& F{,m-m\ﬁﬁB N= C'ﬂﬁt@‘ 5‘9 5 /Z \ g %bj
=> 13 1(_2(_22 VO NI $‘2H ’?' owe Banle
Neva Lem*\ HoH

HLRE Y0, 3 TE 110

| - 0.025

Summer 2010 SB ‘ Page 11



Midterm FINA 450/1 Section AA ~ SUMMER 2010 12

May 25, 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar Read Instructions to avoid penalty

| Question #9  10% |
A property has 12,000 square feet of rentable space at $15.50 per
square foot. You expect a vacancy an/d,cmdi‘r loss of-14% and operating
expense (without CCA) amounts To $50,000. Financing for this property
is as follows: Loan-to-Value Ratio equals 72% of property value. Down
payment equals’ 4$280,000. Interest rate is 8.95% per annum
compounded semi-annually: payable annually; processing fees is 1.90% of
loan and the term of loan is( 25 years. The opporfunity costs of your
down payment (equity) is 5.75% above the effective—cost of borrowing
(ECB) of the loan. Tax rate is 40%. Assumé_CASH ON HAND:

What is the estimated market value of the property based on the Nef¥
Income Approach? . = Your Answer here:’jﬂQI 7, 21F

I\Tlork Area (use back of previous page if you need more space

Gl puso@ss > BP0 JO 900 @B
(P - 9767/672

Nonreig&mes 12 2O onedzs Pl T
CGt ] 27, 90 —
o0& 50,600
wo T Je1ace
C"" - QL@)

(‘l*&%)x = 280,000 WAC e ¢ C}.?ﬁow 35 (o?g\ ) }
\Jelpes ] 060, oGO ¥ 2977 20,600 ﬂﬁ,%’zo%ﬁ Sy {»g_h,ig

Cow 1y :%’;120;00\) WYy - qai-ﬁ{;Z’QQ 2 ‘(OQ‘(JH\%*MQ%OF%Zp—
NEIAS PUTS74 195 =) ILODOL%%%Z

[

®

PV o cco  (I-0.Di4) < %’?Q(gf 3;26
Pr- -4 173




Midterm FINA 450/1 Section AA ~ SUMMER 2010 13

May 25, 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar Read Instructions fo avoid penalty

Question #10 10%
On May 25™,2010 a potential buyer offered you $800,000 for your
property and you are evaluating the offer with the following information.

o Housing prices increasing at 3.25% per annum

e $90 per square foot

» $28,000 per year reduction for age '

e Two-car garage valued at $65,000 compared to $28,0C0 for a one-
car garage

 Corner property warrants a 12 percent premium

 Swimming pool worth approximately $44,000 considered a good selling

point in your neighborhood

‘ Comparable Your Property
| Selling Price $635,000 See above ??
Time sold November 25™, 2009 See above = GMﬂ?S
Location ' middle corner
Financing Conventional Conventional
Size (square feet) 6,800 6,300
Age (years) 8 5
Garage 1-car garage 2-car garage
Swimming pool No Yes

"~ Should you accept the offer?. Circle YES or @

| Wha'r is the value of the subject property?.
YgAare ‘:I\ O /
iﬁj’fﬂ‘o ol (e %O%%)j{i( é/ 9Your)Answ§r here: 8"4
. TRENAY f. (3000
At e : ? Q 70 n

W)foﬁ

Sy T ( L/S UOO)
: ¥ . CZQIOGO

g?;é’j:%h + | %,—ZOOD

Summer 2010 SB
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7 Midterm FINA 450/1 Section AA ~ SUMMER 2010
May25%", 2010 ~ 71:30 am to 1:30 pm
Prof essor J. Mannadiar . Read Instructions to avoid penalty

marks, if wrong. Part marks allocated based on complexity of
the problems. IDENTIFY YOUR ANSWER CLEARLY

2. You should be able to respond to all questions in the Work
Area provided, continue on the BACK of PREVIOUS page.

3. This midterm contains 14 pages (including the cover page).
Follow thru errors will be penalized, treat each question

INDEPENDENTLY, unless otherwise sfted

P {
5. UNTIDY WORK will be pg (

d kept away in your bag
to avoid cheati nalty.

7. DO NOT ASK ME oi' the invigifator to interpret questions.
In the event ofan e y adjustments will be made

tes (keep at least 6 decimalsr at all

P
froa
* b g
u:‘f‘

1. Solutions without supporting calculations will not receive part |

4. Calculators (non-programmable) are allowed. % king, sharing/

7

L T
xSl
j5) >




Midterm FINA 450/1 Section AA ~ SUMMER 2010
May 25", 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar Read Insfructions to avoid penalty

£.u329
L. 023500

¥

Raphael is concerned over these real estate
transaction that he is currently undertaking and have
asked YOU for help.

Summer 2010 SA

Property Property
: SGW LOYOLA
Asking Price (AP) $500,000 $600,000
Raphael’s Offer 96% of AP 95% of AP
(Accepted) 430,000 10O, 000
Financing Plan (FP) )
Loan-to-Value Ratio 75% 85%
1*' Mortgage 65% of Loan @ 5.40% | 70% of Loan @ 5.95%
2" Mortgage Balance @ 5.95% Balance @ 6.15%
Compounded Semi-annually Semi- annually
Payable Annually Annually
Processing fees 0.85% of Loan 1.05% of Loan
Cancel. penalty 1.50% of M. Balance 1.80% of M. Balance
Term (years) 18 15

Each property has 22,000 square feet of space for rent and the going
rate is $6.80 per square foot for the first 15,000 square feet and at
20% premium per square foot for the remaining area. It is estimated to
have a 9% vacancy and credit losses and the operating expenses
(excluding depreciation) is approximately 36% of effective gross income.

The building represent 64% of the property value and will be
depreciated at a capital cost allowance rate of 4%, declining balance

method, half year rule applies. The balance is land.

The tax rate is 40% .and 50% of the capital gains is taxed. Inflation is
currently at-2.75% per annum.

-4@33—*

Page 2
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Midterm FINA 450/1 Section AA ~ SUMMER 2010
May 25", 2010 ~ 11:30 am to 1:30 pm

Professor J. Mannadiar Read Insfructions fo avoid penalty

Question #1. see page 2 for details 10%
Assume CASH ON HAND and stays for the entire term. What is the

Effective Cost of Borrowing for Project SGW?.
2 Your Answer here: _5.7847722% /

IlNork Area (use back of previous page if you need more space)l

COM 4+ SGW

i

]

(R Y]
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5 PrT 20, F o — T ], e T
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-y B FRIHTIR
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Midterm FINA 450/1 Section AA ~ SUMMER 2010
May 25", 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar Read Instructions fo avoid penalty

Question #2. see page 2 for details 10%
Assume NO CASH ON HAND and stays for the entire term. What is

the Effective Cost of Borrowing for Project LOYOLA?. //
=2 Your Answer here: ¢ 2629 2;3/.

fWork Area (use back of previous page if you need more space)l

LOYOLA + O O

BTN

PSS Jba = O AL My 3N L, F 9

Oy any — Ll%u’ ,BO(}'

M2 i 6, 8974

HBY,500 439, LR
- o5
PE = 514}
Pt
Py o= 342, 34T s e saz
PV 2 Ty O

~N LS
w1z 15
Y T GO3IBSCL

\M{: (okzL%L{:c;(D
~s ST L 35,379 ' i

- o2
e RETAT T 15, 2eF

-u
2
=
N
i
o
it
I
5

ECB / _

PV S Ugd, bRl - DM s Yey 500

v O
BT 2 5(2‘),'—?}(‘/
AT
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Midterm FINA 450/1 Section AA ~ SUMMER 2010 ' 5

May 25", 2010 ~ 11:30 am to 1:30 pm

Professor J. Mannadiar Read Instructions to avoid penalty

Question #3. see page 2 for details 10%

Assume NO CASH ON HAND and stays for 8 years. What is the
Effective Cost of Borrowing for Project SGW?.

= Your Answer here: s 94 2¢¢0 7

[Work Area (use back of previous page if you need more space)l

No COR + SG&w

;‘;\HLQ._L(»mcé—b Lo, 000
LG =2 B0, 000 Mit 236,006
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o oo . TR REE M2
2 . e Bt = N
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T o, FECE IR S

- PV 5%, 05%
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Midterm FINA 450/1 Section AA ~ SUMMER 2010

May 25%, 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar

Read Instructions to avoid penalty

Question #4. see page 2 for details 10%
Assume CASH ON HAND and stays for 6 years. What is the Effective
Cost of Borrowing for Project LOYOLA?.

=2 Your Answer here: ¢ .5 3520~

IWork Area (use back of previous page if you need more space)|
CO

LY O,

Ae R 3 oy TRO, 00

My 327,180

Lo —[Ggu, 500 MZ. IHS, BEO

AT T - =
By 339,150 pyv: H5.250
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Y 2 G ORS00 ™ G 2SR
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3 o

P ot s ZHUO0, 050 CTH 2D
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Midterm FINA 450/1 Section AA ~ SUMMER 2010
May 25", 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar Read Instructions to avoid penalty

Question #54&- see page 2 for details @
What is the Gross Income Multiplier (GIM), Net Operating Income
Multiplier (NIM) and Overali Capitalization Rate (OCR) for the following

buyer and seller?.
Mork Area {use back of previous page if you need more space)|

SELLER

BUYER

for SGW

for Loyola

SRS x/

GIM times 522 x
NIM times 503w Lo o
OCR % %"”i.?:l// \L'f;,‘w*‘iio'/'/
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- 2
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Midterm FINA 450/1 Section AA ~ SUMMER 2010

May 25", 2010 ~ 11:30 am to 1:30 pm

Professor J. Mannadiar

Read Instructions fo avoid penalty

Question #6 see page 2 for detdils

10%

Assume NO CASH ON HAND. What is the Cash Flows After Taxes
(CFAT) for Year 1 and Year 2, for Property SGW?.

’ Indicate ANSWERS below

Use this table if you find it nseful

Year 1 Year 2
NOI1 97, LT 95,219
Depreciation - Ca, Vi U 12, 042
EBIT 8¢,52% 83,137
Interest — 20, 59C 19 .9 0%
EBT G5 a3 3,274
Taxes (-or) 26,37 LE,BI0
EAT 29,56 2% ,9 U
CCA - 19 12,042
Principle - 12,123 =

cFAT D Answer here | :z: 533

l!\lork Area (use back of previous page if you néed more space)l

Bodithmg - 980, 000 (Y /D)

= ZoF, 200

B CCA
el 203,200 Cottind -
NelZ Zos o%t 12042
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MR tmstall Vi
o
1 20,95 1 e

L oao s
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Professor J. Mannadiar

Midterm FINA 450/1 Section AA ~ SUMMER 2010 2
May 25", 2010 ~ 11:30 am to 1:30 pm

Read Instructions fo avoid penalty

Question #7. 10%

Assume NO CASH ON HAND. Sacha purchased a property for
$700,000 and HSBC Bank financed it under the following terms:
Processing fees is 1.40% of loan, cancellation penalty is 2.50% of
mortgage balance, if mortgage is cancelled on or before the 5™ year.

Lo 25

- LG . 00D toam. 525,000
» Down payment or deposit 25 percent »\#5. 000 L L
e Term 25 years = (532,434
¢ Payment mode Annually

¢ Interest Rate
Year 1- 2
Year 3
Year 4 and thereafter
Use the table if you find it usefuf

Variable, as follows

5.80% p.a. compounded semi-annually 5.2%<}
6.25% p.a. compounded semi-annually ¢.24% &5C
6.50% p.a. compounded semi-annually @ co5e25

5 BB ¢—<i

525G T

OB LT

Year Installment Interest Principle | Loan Balance |  _ .o
0 532,454

1 M1, 195 31,330 138 ES 522 ,5%9

2 M9 D 20,350 Lo LH S 51z, e =23
3 4,939 23, 209 Rt SR >N : 22
4 43,35 23,14 1O T 40,976

3 43.880 BT RR L HD2 H79,52%

6 H3 885 21, GTD i, 210 LeF B

7 MY e 20, 89 12, 0t Lo, 297

8 “T 295 30, ool 13,873 LYo, 2

9 no ew 5,093 1“4, 792 H25, 625

10 - A 28,115 15,330 | e, 259Y

Sacha plans to
he sells?.

Summer 2010 SA

Mork Area (use back of previous page if you need more space|




Midterm FINA 450/1 Section AA ~ SUMMER 2010 10

May 25%, 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar Read Instructions to avoid penailty.

Question #8a 5%

You are given an assignment to appraise this property. The property
has 45,000 square feet (s.f.) of usable space. Analysis of construction
costs indicate a per square-foot cost of $32.50 for the first 25,000
square feet of space; $35 per square foot for the next 30,000 square
feet, and $40 per square foot thereafter. The property is twenty-
seven years old with an estimated economic life of ninety years.
Changing neighborhood (location depreciation) characteristics have had a
negative influence on the property of approximately 12% of building
(construction) costs. An examination of similar lots indicate a land value
of $15 per square foot and this property is on 70,000 square feet of

land, 4 :
What is the estimated market value of this property based on the Cost
< 3 g
Approach?. =Your Answer here: ¥ .727,250
|Work Area (use back of previous page if you need more space)[
. = ‘ Loy w00
Moot By C‘a..\_\,r‘\c:} Comen 3 RO B
~ De ove e ad GE8,200
T G EONSC S SR ) Sy 25
4+ Nedose e g Cusnusedl) VOB, OO
(R NIRRT SRR Y R NEUOE 1,923, 22C
Baivtiuonn s HMS.ooo 3y i )
fadiiin So
25000l 22 2oy Bz voo -
. § By T I BLTR TR ER e * TN
20,0000 22 = 300, OG0 27w 1.5V Be0 1R WO (125 70, 0o
S - SO .
BN STatet VOB O, SR
P/ A ST, S o 181,200




Midterm FINA 450/1 Section AA ~ SUMMER 2010 1
May 25", 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar Read Instructions to avoid penaity

'Quesﬁon #8b 5%

You obtained a mortgage 4 years ago for $800,000 at 9.50% per annum
compounded semi-annually, amortized over 20 years. Mortgage rates has
dropped so that a 16-year loan can be obtained at 8.55% per annum,
compounded semi-annually. Cancellation penalty is 2.50% of mortgage
outstanding balance. There is a 1.30% processing fees on the new loan.

~ Assume No CASH ON HAND and you plan to switch. How much is the
new loan?.

= Your Answer here: s 51 , 32

'IWork Area (use back of previous page if you need more space)‘
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Midterm FINA 450/1 Section AA ~ SUMMER 2010 12

May 25", 2010 ~ 41:30 am to 1:30 pm

Read Instructions to avoid penalty

Professor J. Mannadiar

Question #9 10%

A property has 12,000 square feet of rentable space at $16 per square
foot. You expect a vacancy and credit loss of 15% and operating
expense (without CCA) amounts to $50,000. Financing for this property
is as follows: Loan-to-Value Ratio equals 72% of property value. Down
payment equals  $280,000. Interest rate is 8.75% per annum
compounded semi-annually; payable annually; processing fees is 1.80% of
loan and the term of loan is 25 years. The opportunity costs of your
down payment (equity) is 5.80% above the effective cost of borrowing
(ECB) of the loan. Tax rate is 40%. Assume CASH ON HAND. I
What is the estimated market value of the property based on yﬂle'r
= Your Answer here: _%: /% 055

Income Approach? .

[}Nork Area (use back of previous page if you need more space)[
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May 25", 2010 ~ 11:30 am to 1:30 pm
Professor J. Mannadiar

13

Read Instructions fo avoid penalty

Question #10

On May 25™,2010 a potential buyer offered you $800,000 for your
property and you are evaluating the offer with the following information.

» Housing prices increasing at 3.85% per annum

¢ $75 per square foot

» $25,000 per year reduction for age
« Two-car garage valued at $60,000 compared to $25,000 for a one-

car garage

« Corner property warrants a 10 percent premium
« Swimming pool worth approximately $40,000 considered a good selling
point in your neighborhood '

Comparable Your Property
Selling Price $625,000 See above ??
Time sold November 25™, 2009 See above
Location middle corner
Financing Conventional . Conventional
Size (square feet) 6,800 6,200
Age (years) 8 4
Garage 1-car garage 2~car garage
Swimming pooi No Yes

Should you accept the offer?.

Circle

What is the value of the subject property?.

d A e
i

L E Ve g Wty VL, OB
Locafaaw 2 S0l
< -
=G WS

f=]
Aoe oo ool
ﬁ@-(CLC\l;& e Relate
Yool e TR bt
U
-
228 520

Summer 2010 SA
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