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Question #49
A property has 21,000 square feet of

expected at 8% and operating cost (without ¢

pace. The vacancy and credit Josses is
effective gross income,

apital cost allowance) is
Financing details for this

property is as follows:
$400,000; Interest rate is 10% per annum compoun
years.

The cost of the down payment is 6.50% above the effective cost of borrowing and 50% of
the capital gains is taxe

28 percent of

down payment is 30%; the loan is
ded semi-annually; term of loan is 12

What is the effective cost of borrowing if you have cash on hand and there is a22%
processing fees based on the loan?

a. 10.46%
b. 10.67%
c.10.41%
d. 10.25%

Question #50

d credit losses is

0 square feet of rental space. The vacancy an _

A prot]:irt:t };;‘1’2 21’3 OOp:iting cost (without capital cost allowance) is 28 percent of

expec _

sffoctive gross Mcome. i follows: d ayment is 30%; the loan is
: ) : roperty is as follows: down pay ; .

g:;:)%nf)l(;]og Ic:;:::::t i(;:et?slsl Oli/o lgell:tz:mum compounded semi-annually; term of loan is 12

years.

Th t of the down payment is 6.50% above the effective cost of borrowing and 50% of
€ Cos :
the capital gains is taxed.

What is the weighted cost of capital if the tax rate is 40%; if there are no processing fees
and you have cash on hand?

a. 9.33%
b. 12.20%
¢. 13.57%
d. 7.90%



