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Introducing Summit Apartments 

Use this information to answer the question explained in Task 1. 
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Amenities

Summit Apartments

Overview

Building 

Information

Construction Utilities Other Highlights

Built in 1995, 

renovated 2 years 

ago 

Stucco exterior Electric, Gas, and 

Water Metering:  

Individual

25 x 50 Heated 

pool

Lot Size: +/- 3.5 

acres

Roof: Built up 

(2005)  

Central Heat and 

A/C 

On-site, income-

producing laundry 

facilities 

Parking: 45 

spaces 

Slab foundation 

and wood framing

All utilities tenant-

paid 

Lush landscaping

Property Highlights

 A stunning twenty-five unit apartment complex in the heart of 
downtown. 

 All units are two bedroom, two bath apartments that have been 
recently renovated with top of the line improvements.

 Within walking distance of the city’s entertainment and shopping 
district. 

Price: $1,400,000

Price per unit: $56,000

Cap Rate: 9%
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▪ Market area data shows rental rates for comparable units are currently 

$725 per month.  Our projection will assume the market rental rate 

and an annual rent increase of 3 percent per year for the next several 

years consistent with market trends.

▪ Vacancy rates for comparable properties rented at market rents are in 

the 6 percent range. Based on research of supply and demand of 

comparable units including pipeline supply , the vacancy rate should 

continue in the 6 percent range for the next several years.

▪ Based on the trend for usage for the last several months, the laundry 

income should increase by 2 percent for the next year (year 1 of a 

projection) and each year thereafter.

▪ Property managers have indicated that the operating expenses for 

comparable units are running approximately 40 percent of collected 

income and should continue at that ratio for at least the next 5 to 7 

years.

▪ A market study of comparable properties in the market area shows the 

following information:

Project Units

Average

Monthly 

Rents

Vacant 

Units

Vacancy

Rate

Bella Springs Apartments 32 $730 3 9.38% 

Mountain Shadows Apartments 25 $720 1 4.00% 

Fountain Creek Apartments 24 $725 1 4.17% 

Glenpond Apartments 26 $730 2 7.69% 

Chelsea Lane Apartments 22 $720 1 4.55%

Averages 26 $725 2 5.96%

Summit Apartments

Market Information
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Summit Apartments

One-mile Radius Map
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Summit Apartments

DCF Analysis Assumptions
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Summit Apartments

DCF Analysis Assumptions
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Potential Investor assumptions

 Ordinary tax rate: 37 percent

 Capital gains tax rate: 20 percent

 Cost recovery recapture tax rate: 25 percent

 Before tax target yield: 15 percent

 Anticipated holding period: 5 years

 Assume acquisition occurs on first day of tax year

 Assume disposition occurs on last day of tax year

 Apply mid-month convention to month of acquisition and month of disposition

Property assumptions

 Purchase price: $1,400,000

 Acquisition costs: $20,000

 Assessed value

 Land: $300,000

 Improvements: $700,000

 Projected end of year five disposition price: Capitalize the sixth year NOI using a 

9 percent cap rate (round the disposition price to the nearest thousand)

 Disposition cost of sale: 5 percent

Potential Financing assumptions

 Loan-to-value (LTV) ratio: 75 percent

 Debt service coverage ratio (DSCR): 1.2 (Calculate the maximum loan amount 

using LTV ratio and DSCR, then use the lesser of the two amounts rounded 

down to the nearest thousand.) 

 Interest rate: 8 percent

 Amortization period: 25 years

 Loan term: 5 years

 Payments per year: 12

 Loan costs: 2 percent of loan amount

Summit Apartments

DCF Analysis Assumptions

 




