
INVESTMENT ANALYSIS:
Seller Asking Price:

Agreed Purchase Price (OTP): Cap Rate: 11,68%
Estimated Transaction Costs: Equity Reversion Rate (COC): 0,93% Medium 1

5% Downpayment: Break-Even Ratio: 99,49%
Initial Investment Basis: Debt Coverage Ratio: 100,93%

Refurbishment Cost: 5000 Loan to Value Ratio: 95,00%
Holding Cost During Refurb 1500 Internal Rate of Return: 1,30% Medium 1

 Mortgage: Below Market Value%: 15,98% High 2
Initial Equity Required: Below Asking %: 22,92% Medium 1

1
ST+3% ST+5% Property Info: 2

Monthly Rental Income: 3 336 3 336 3 336 Property Adress: 371 Thabo Sehume Quick Ranking on Risk & Return
Monthly Bond Cost (11,5% bond): 1786 2183 2457 Scheme Name: Bauhaus Medium

Monthly Levies: 900 900 900 Number of Units: 1 Medium
Monthly Prop Taxes: 40 40 40 Unit Types: 0 High 1

Owners Insurance: 120 120 120 Purchase price p/m2: 6167 1
Vacancy Allowance - 10%: 33 33 33 All-in cost p/m2: 7550 Go / No-Go based on Quick Ranking 2

Maintenance Allowance - 5%: 167 167 167 Rental rate p/m2 111 1
Overheads Allowance - 4.5%: 150 150 150 Size Erf: 30

Management Fee - 11%: 100 100 100 Bedrooms: 1
Cashflow after deductions & Allowances: 39 -357 -632 -317 Bathrooms: 1

Cash on hand after expenses: 
(Assuming no expenses for Vacancy, 

Maintenance & Overheads)
389 -7 -281

350

10,0%

Monthly Cost Breakdown (1st year)

185 000
35 000

220 000

175 750
50 750

9 250

Stress Test Performance Rating:

Go

Returns Performance Rating:

240 000

Purchase Price Performance Rating:

1 2 3 4 5 6 7 8 9 10

Before-Tax Cash Flow 200 500 1000 1600 3300 5000 7000 9100 11300 13600

After-Tax Cash Flow 200 500 1 000 1 400 2 600 3800 5200 12100 13900 15700
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Cash Flow (Per Annum excl Bridge Loan)

Payback Period
0 1 2 3 4 5 6 7 8 9 10

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
  ATCF: 200 500 1 000 1 400 2 600 3 800 5 200 12 100 13 900 15 700

  ATER: 0 0 0 0 0 0 0 0 0 0

  Total:  44 250 200 500 1 000 1 400 2 600 3 800 5 200 12 100 13 900 15 700

Cummulative: 44 250 44 050 43 550 42 550 41 150 38 550 34 750 29 550 17 450 3 550 12 150

Initial Calc: 0 1                2                3                4                    5                6                7                8                9                -                 
Equity Reversion Payback Period: 9,00 years
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Return on Investment (ROI)

Return on investment ROI over 10 Years

185 000 188 700 192 474 196 323 200 250 204 255 208 340 212 507 216 757 221 092 225 514 230 024 234 625 239 317 244 104 248 986
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Operating Expenses

Annual Operating Expense Increase: 4,5% Management Fee (% of EGI):   3,0%
Transaction Costs: 6%:

0* 1           2           3           4           5           6           7             8             9             
Increase in property taxes: 3,0% 3,0% 3,0% 3,0% 3,0% 3,0% 3,0% 3,0% 3,0%

(to the following and continuing years)    * fill in this box only if property taxes below need to be adjusted for the first year of operations

First-year Operating Forecast

Potential Gross Rent
Less: Allowance for Vacancies @ 10%

  Plus : Other Income
Effective Gross Income

Current Expense Estimates (per annum):
Operating Expenses
    Management Fee (% of EGI)
    Levies
    Insurance

    Property Taxes

Net Operating Income (NOI)

10%

    Maintenance & Repairs & Overheads (9,5% of Rental)
1 500

40 000,00R               
400,00R                    

39 600,00R               
-                               

39 600,00R               

18 000,00R               

1 200

4 000

21 600,00R               

10 800,00R            
1 440,00R              
3 803,04R              

040,00R                   

11 300



Operating Statement

Operating Forecast
Transaction Costs: 6%: 1 2 3 4 5 6 7 8 9 10

1, Potential Gross Rent 40 000 42 800 45 800 48 500 51 400 54 500 57 800 61 300 65 000 68 900
2, Vacancy Allowance 400 2 100 3 700 4 900 5 100 5 500 5 800 6 100 6 500 6 900
3,    Gross Rental 39 600 40 700 42 100 43 600 46 300 49 000 52 000 55 200 58 500 62 000
4, Other Income 0 0 0 0 0 0 0 0 0 0
5, Effective Gross Income 39 600 40 700 42 100 43 600 46 300 49 000 52 000 55 200 58 500 62 000

6, Operating Expenses
7, Management Fee 1 200 1 200 1 300 1 300 1 400 1 500 1 600 1 700 1 800 1 900
9, Levies 11 300 11 800 12 300 12 900 13 500 14 100 14 700 15 400 16 100 16 800

10, Insurance 1 500 1 600 1 700 1 800 1 900 2 000 2 100 2 200 2 300 2 400
13, Maintenance & repairs 4 000 4 200 4 400 4 600 4 800 5 000 5 200 5 400 5 600 5 900
14, Property Taxes 0 0 0 0 0 0 0 0 0 0

15, Total Expenses 18 000 18 800 19 700 20 600 21 600 22 600 23 600 24 700 25 800 27 000

16, Net Operating Income 21 600 21 900 22 400 23 000 24 700 26 400 28 400 30 500 32 700 35 000

Forecasted Operating Expense Ratios

1 2 3 4 5 6 7 8 9 10
45,5% 46,2% 46,8% 47,2% 46,7% 46,1% 45,4% 44,7% 44,1% 43,5%

0



Mortgage Borrowing

Mortgage Amount:
Transaction Costs: 6%: (enter in years) Mortgage calculator:

Interest Rate: (enter annual %) Monthly Debt Service:
Amortization: (annual = 1, monthly = 12) Annual Debt Service:

Deposit %:
Deposit: Annual Debt Service (ADS):

Asking Price:

Amortization Schedule
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Interest paid 20 145 19 988 19 812 19 615 19 394 19 146 18 868 18 557 18 207 17 816 17 377 16 884 16 332 15 713 15 019 14 241 13 368 12 390 11 292 10 062
Principal paid 1 293 1 450 1 625 1 822 2 043 2 291 2 569 2 881 3 230 3 622 4 061 4 553 5 105 5 724 6 418 7 197 8 069 9 048 10 145 11 375
Mortgage Balance 174 457 173 008 171 382 169 560 167 516 165 225 162 656 159 776 156 546 152 924 148 863 144 310 139 205 133 481 127 063 119 866 111 797 102 749 92 604 81 229
Total Debt Service 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437 21 437

185 000                       
21 400,00R                         

175 750,00R                

12                               

25                               
11,50% 1 786,44R                                               

21 437,33R                                             
5%

9 250                           



Mortgage Borrowing

Mortgage Amount:
Transaction Costs: 6%: (enter in years) Mortgage calculator:

Interest Rate: (enter annual %) Monthly Debt Service:
Amortization: (annual = 1, monthly = 12) Annual Debt Service:

Deposit %:
Deposit: Annual Debt Service (ADS):

Asking Price:

Amortization Schedule
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Interest paid 25 434 25 316 25 180 25 022 24 839 24 629 24 386 24 105 23 781 23 406 22 973 22 473 21 896 21 229 20 459 19 569 18 542 17 355 15 984 14 401
Principal paid 763 881 1 018 1 175 1 358 1 568 1 811 2 092 2 417 2 791 3 224 3 724 4 301 4 968 5 738 6 628 7 655 8 842 10 213 11 796
Mortgage Balance 174 987 174 106 173 088 171 913 170 555 168 987 167 175 165 083 162 667 159 875 156 652 152 928 148 627 143 659 137 921 131 293 123 638 114 796 104 583 92 786
Total Debt Service 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197 26 197

5%
9 250                           26 200,00R                         

185 000                       

175 750,00R                
25                               

14,50% 2 183,10R                                               
12                               26 197,22R                                             



Mortgage Borrowing

Mortgage Amount:
Transaction Costs: 6%: (enter in years) Mortgage calculator:

Interest Rate: (enter annual %) Monthly Debt Service:
Amortization: (annual = 1, monthly = 12) Annual Debt Service:

Deposit %:
Deposit: Annual Debt Service (ADS):

Asking Price:

Amortization Schedule
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Interest paid 28 960 28 866 28 755 28 624 28 470 28 289 28 075 27 823 27 526 27 177 26 765 26 280 25 709 25 035 24 242 23 308 22 207 20 911 19 383 17 584
Principal paid 529 623 734 865 1 019 1 200 1 414 1 666 1 963 2 312 2 724 3 209 3 780 4 454 5 247 6 181 7 282 8 578 10 106 11 905
Mortgage Balance 175 221 174 598 173 863 172 998 171 979 170 779 169 365 167 699 165 736 163 424 160 700 157 491 153 710 149 256 144 010 137 829 130 547 121 969 111 863 99 958
Total Debt Service 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489 29 489

5%
9 250                           29 500,00R                         

185 000                       

175 750,00R                
25                               

16,50% 2 457,41R                                               
12                               29 488,98R                                             



Before-Tax Cash Flow (BTCF)

1 2 3 4 5 6 7 8 9 10
Transaction Costs: 6%: 40 000 42 800 45 800 48 500 51 400 54 500 57 800 61 300 65 000 68 900
Vacancy Allowance 400 2 100 3 700 4 900 5 100 5 500 5 800 6 100 6 500 6 900

39 600 40 700 42 100 43 600 46 300 49 000 52 000 55 200 58 500 62 000
Other Income 0 0 0 0 0 0 0 0 0 0
Effective Gross Income 39 600 40 700 42 100 43 600 46 300 49 000 52 000 55 200 58 500 62 000

Operating Expenses
    Management Fee 1 200 1 200 1 300 1 300 1 400 1 500 1 600 1 700 1 800 1 900
    Levies 11 300 11 800 12 300 12 900 13 500 14 100 14 700 15 400 16 100 16 800
    Insurance 1 500 1 600 1 700 1 800 1 900 2 000 2 100 2 200 2 300 2 400
    Maintenance & Repairs (5% of Rental)4 000 4 200 4 400 4 600 4 800 5 000 5 200 5 400 5 600 5 900
    Property Taxes 0 0 0 0 0 0 0 0 0 0

Total Expenses 18 000 18 800 19 700 20 600 21 600 22 600 23 600 24 700 25 800 27 000
Net Operating Income 21 600 21 900 22 400 23 000 24 700 26 400 28 400 30 500 32 700 35 000
Debt Service 21 400 21 400 21 400 21 400 21 400 21 400 21 400 21 400 21 400 21 400

Before-Tax Cash Flow 200 500 1 000 1 600 3 300 5 000 7 000 9 100 11 300 13 600

#



Income Tax Issues

Marginal Tax Rate: 28% Tax
Transaction Costs: 6%: Insurance Management Fee Deduction

Other Tax Deductables + =

Tax Calculations 1 2 3 4 5 6 7 8 9 10
Net Operating Income 21 600 21 900 22 400 23 000 24 700 26 400 28 400 38 100 40 600 43 300

- Interest Expense 20 100 20 000 19 800 19 600 19 400 19 100 18 900 18 600 18 200 17 800
- Tax Deductables 2 600 2 678 2 758 2 841 2 926 3 014 3 105 3 198 3 294 3 392

Taxable Income (Loss) -1 100 -778 -158 559 2 374 4 286 6 395 16 302 19 106 22 108
x Marginal tax rate 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28

Income taxes -300 -200 0 200 700 1 200 1 800 4 600 5 300 6 200

Projected After-Tax Cash Flows from Operations
1 2 3 4 5 6 7 8 9 10

Potential Gross Rent 40 000 42 800 45 800 48 500 51 400 54 500 57 800 61 300 65 000 68 900
Vacancy Allowance 400 2 100 3 700 4 900 5 100 5 500 5 800 6 100 6 500 6 900

39 600 40 700 42 100 43 600 46 300 49 000 52 000 55 200 58 500 62 000
Other Income 0 0 0 0 0 0 0 0 0 0

Effective Gross Income 39 600 40 700 42 100 43 600 46 300 49 000 52 000 55 200 58 500 62 000

Operating Expenses
    Management Fee (% of EGI) 1 200 1 200 1 300 1 300 1 400 1 500 1 600 1 700 1 800 1 900
    Levies 11 300 11 800 12 300 12 900 13 500 14 100 14 700 15 400 16 100 16 800
    Insurance 1 500 1 600 1 700 1 800 1 900 2 000 2 100 0 0 0
    Maintenance & Repairs (5% of Rental)4 000 4 200 4 400 4 600 4 800 5 000 5 200 0 0 0
    Property Taxes 0 0 0 0 0 0 0 0 0 0

0
- Operating Expenses 18 000 18 800 19 700 20 600 21 600 22 600 23 600 17 100 17 900 18 700

Net Operating Income 21 600 21 900 22 400 23 000 24 700 26 400 28 400 38 100 40 600 43 300
- Debt Service 21 400 21 400 21 400 21 400 21 400 21 400 21 400 21 400 21 400 21 400

Before-Tax Cash Flow 200 500 1 000 1 600 3 300 5 000 7 000 16 700 19 200 21 900
- Income Taxes 0 0 0 200 700 1 200 1 800 4 600 5 300 6 200

After-Tax Cash Flow 200 500 1 000 1 400 2 600 3 800 5 200 12 100 13 900 15 700

1 440 1 200 2 600,00R        



Property Disposition

Purchase price: 185 000 Selling price: 274 900 Estimated Income Tax Consequences
Transaction costs: 35 000 Selling costs: 27 490

Selling Price 274 900,27R              
Tax rate on capital gains: 18,65% - Adjusted Basis 217 683,94R              

Tax rate on depreciation recapture: 18,65% Gain on Disposal 57 216,33R                
- Gain from depreciation recapture 29 806,09R                

Long-Term Capital Gain 27 410,24R                
Anticipated holding period: 25                               

Tax on depreciation recapture 5 600,00R                  
Mortgage balance: 152 924,14R              Tax on capital gain 5 100,00R                  

Total Tax Liability on Sale 10 700,00R                

Estimate of Investor's Adjusted Tax Basis Estimate of After-Tax Equity Reversion

Purchase Price 185 000,00R              Selling Price 274 900,27R              
+ Transaction Costs 35 000,00R                - Selling Costs 27 490,03R                

Initial Tax Basis 220 000,00R              Net Sales Proceeds 247 410,24R              
- Cumulative Depreciation 29 806,09R                - Mortgage Balance 152 900,00R              

Adjusted Basis Prior to Sale 190 193,91R              Before-tax Equity Reversion 94 510,24R                
+ Selling Costs 27 490,03R                -  Taxes due on sale 10 700,00R                

Adjusted Basis at Time of Sale 217 683,94R              After-Tax Equity Reversion 83 810,24R                

Transaction Costs Calculation Initial Sale

Bond Registration Cost 12 000 0
Bank Initiation Fee 6 500 0
FICA, Postage and Petties 3 000 0
Transfer Costs 11 500
Transfer Duty 0
FICA, Postage and Petties 2 000 0

0
Total 35 000



Ratio Analysis - Value

Income Multipliers
Transaction Costs: 6%: Gross Rent Multiplier: Market Price Gross Rents

185 000 / 40 000 = 4,63

Gross Income Multiplier: Market Price EGI
185 000 / 39 600 = 4,67

Net Income Multilier: Market Price NOI
185 000 / 21 600 = 8,56

Using Multipliers to Estimate Market Value

Gross Rent Multiplier Method: Gross Rents Input GRM
40 000 x 5,23 = 209 111,11R            

Gross Income Multiplier Method: EGI Input GIM
39 600 x 6,50 257 400,00R            

Net income Multilier Method: NOI Input NIM
21 600 x 19,00 = 410 400,00R            

10%



Ratio Analysis - Financial & Profitability

Financial Ratios
Transaction Costs: 6%: Operating Ratio: OE EGI

18 000 / 39 600 = 45%

Break-even Ratio: (OE + ADS) EGI
39 400 / 39 600 = 99%

Debt Coverage Ratio: NOI ADS
21 600 / 21 400 = 1,01

Loan-to-value (LTV) Ratio: Mortgage Market Price
175 750 / 185 000 = 95%

Profitability Measures
Capitalization Rate: NOI Market Price

21 600 / 185 000 = 11,68%

Using Cap Rate to Estimate Market Value: NOI Return Rate
21 600 / 8,11% = 266 301,37R      

Equity Dividend Rate: BTCF Initial Equity
(before-tax) 200 / 50 750             = 0,39%

Equity Dividend Rate: ATCF Initial Equity
(after-tax) 200 / 50 750             = 0,39%

0


