Sample Project: Calico Properties

EXECUTIVE SUMMARY

Last run on: 1/19/2005 11:33:29 AM

SCORECARD
A Quick & Dirty Assessment

Return to Investor Financial Risk
Cash Generation Assumption Consistency

A = Outstanding; B =Very Good; C =Mediocre; D =Poor; F=Unacceptable

ATTENTION: SOME OBSERVATIONS ABOUT THE PROJECT
1. There are no discernable problems or unusual values with the output data.

ADEQUACY OF RETURN ON INVESTMENT

YEAR
5 10 15 Max. Value in Year
Modified Irr 12.7% 12.8% 11.9% 13.1% 7
Opportunity Cost of Equity Capital is 10.0%
-~
Return on Investment
15.00%
10.00%
e Opportunity Cost of Equity
0f
e Capital
o —&— Modified Internal Rate of
0.000¢ Return (MIRR)
-5.00% +
-10.00%
\
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FUTURE NET WORTH vs ALTERNATIVE INVESTMENTS

YEAR
Future Net Worth of: Invested at: 5 10 15
This Project 388,550 715,400 1,160,461
Alternative Investment #1 10.0% 344,649 555,061 893,931
Alternative Investment #2 15.0% 430,430 865,749 1,741,331
Alternative Investment #3 5.0% 273,124 348,583 444,891
Opportunity Cost of Equity Capital is 10.0%
-~

Net Worth vs Contributed Equity Invested at Alternative Rates

2,000,000

—e— Future Cash Value After Sale
1,500,000 + (Net Worth)

—— Invested @ Oppt Cost of Eq
1,000,000 1 Capital

—a— Invested @ Oppt Cost of Eq

500,000 Capl - 5%
j —»*— Invested @ Oppt Cost of Eq

Capl + 5%

0 -
1
-
COMPONENTS OF NET WORTH (as impacted by key assumptions)
YEAR
5 10 15
TI Future Cash Value (net worth) 388,550 715,400 1,160,461
less Tl Equity Contributed 214,000 214,000 214,000
TI Money Made from Project 174,550 501,400 946,461
Ratio of Money Made Due to Appreciation 32.2% 36.7% 36.7%
Ratio Due to Cash Flow Generation 66.2% 59.9% 58.3%
Ratio Due to Re-Investment Assumption 1.7% 3.4% 5.0%
s
Total Future Net Worth (by components)
1,400,000
1,200,000 - OMoney Made Due to Re-Investmt
Assump.
ol OMoney Made Due to Cash Flow
800,000 Generation
600,000 - B Money Made Due to Appreciation
400,000 -
O - Total Accumulated
200.080H Contributed Equity
0 T i i i i i T T
1 2 3 45 6 7
\
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CASH GENERATION CAPABILITY

YEAR
5 10 15
Pre-Tax Oper CashFlow (Cash ThrowOff) 24,725 40,723 60,187
Net Cash Flow (Free Cash Flow) 22,504 30,726 40,434
Cash Flow Available 4 Distribution 22,504 30,726 40,434
Dividends Dispersed to Investors 22,422 30,626 40,312
Spendable Cash (dividends + tax savings) 22,422 30,626 40,312

(
Cash Flows
70,000 —e— Pre-Tax Oper CashFlow
60,000 + (Cash ThrowOff)
50,000 —&— Net Cash Flow (Free Cash
40,000 Flow)
—¥— Cash Flow Available 4
30,000 Distribution
20,000 - —— Cash Dividends Distributed
10,000 to Investors
0 —=— Spendable Cash (for
investors)
A

OPERATING PROFITABILITY

High Low Median Avg.
Pre-Tax Cash-on-Cash Return 28.1% 4.4% 15.9% 16.3%
- Yr of Occurance 15 1 8 N.A.
Net Cash-on-Cash Return 18.9% 4.4% 12.7% 12.4%
- Yr of Occurance 15 1 8 N.A.
Dividends to Contributed Equity 18.8% 0.0% 13.5% 12.3%
- Yr of Occurance 15 1 9 N.A.
Max. Pot. Spendable Cash to Contr Eqty 18.9% 4.5% 12.7% 12.6%
- Yr of Occurance 15 3 8 N.A.
(
Return on Contributed Equity

30.0%

25.0% —— Pre-Tax Cash-on-Cash Return
20.0% —>%— Net Cash-on-Cash Return
15.0% L . .

—&— Dividends to Contributed Equity

10.0% +

5.0% —a— Max. Potential Spendable Cash

to Contr Equity
0.0% ¢&— : : :
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=
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FINANCIAL RISK

High Low Median Avg.
Debt Service Cov. Ratio 2.23 1.19 1.69 1.71
- Yr of Occurance 15 1 8 N.A.
Int. Cov. B4 Tax 2.23 1.19 1.69 1.71
- Yr of Occurance 15 1 8 N.A.
Fixed Cov. Ratio 1.75 1.14 1.47 1.47
- Yr of Occurance 15 1 8 N.A.
r
Financial Risk
2.50
2.00 —e— Debt Service Coverage
A
1.50 -
—B— Interest Coverage before Tax
1.00 +
—a— Fixed Cost Coverage before
0.50 + Tax
0.00 1 1 f f
1 2 3 4 5
A

LEVERAGE

High Low Median Avg.
Debt/Capitalization 106.0% 74.7% 88.3% 89.0%
- Yr of Occurance 15 1 8 N.A.
Debt/(Debt+Contrib. Equity) 73.5% 67.7% 71.6% 71.2%
- Yr of Occurance 1 15 8 N.A.
Debt/Market Value 71.4% 30.8% 48.7% 49.6%
- Yr of Occurance 1 15 8 N.A.
o
Leverage
120.0%
0, 1
100.0% —eo— Debt Ratio -
80.0% - Debt/Capitalization

60.0% -
40.0%

—#— Debt Ratio - Debt/(Debt +
Contributed Equity)

20.0%

—a— Debt Ratio - Debt/Market
Value (or Loan to Value)

0.0% 1
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PURCHASE PRICE & APPRECIATION TESTS

Asking Price | Caplizd NOI | Over-Priced Equity Invsmt| PV Sp. Cash |PV/Eqty Ratio

800,000 967,253 -167,253 214,000 272,446 1.27

Market Capitalization Rate = 9.0% Opportunity Cost of Equity Capital = 10.0%

a )
Capitalized Cash Flows without Reversion

1000000+

800000+

600000+

400000+

200000+

0,

Asking Price  Caplizd NOI  Equity Invsmt PV Sp. Cash

\ J
r
Cap. Rate & Gross Inc. to Mkt Value vs Market Requirements
14.0%
12.0% =l Market Capitalization Rate
10.0% —a— Calculated Capitalization Rate
8.0%
6.0% —#— Market Gross Income to Mkt
4.0% Value Ratio (1/GIM)
2.0% —>— Calc. Gross Income to Mkt
s Value Ratio
0.0%
-
~
NOI Growth vs Appreciation Assumption
15.0%
10.0%
5.0% % —&— Growth in Net Operating
0 00/ | | | | | | | Income
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