The 4 Ways to Win™ Practice Worksheet

One of the key components of being a confident real estate investor is knowing how to perform calculations on investment properties.  By knowing your Return on Investment (ROI), you can determine if an investment aligns with your goals.  
[bookmark: _heading=h.3llq3l4be8eb]Calculations Practice
Complete the following Calculating ROI Activity in conjunction with watching The 4 Ways to WinTM course.
Course Example:


[image: ]
123 Main Street Turnkey Duplex

The information contained in this document is general in nature and provided as reference material only. It is not intended to provide legal, tax or financial advice, nor does it replace (or purport to replace) any need to obtain individual legal, tax or financial advice. Any legal, tax or financial advice about your own position or personal situation in relation to anything covered in this document should always be obtained from a qualified legal, tax, or financial professional. Copyright Keyspire Group Inc. All Rights Reserved. No part of this work may be reproduced or distributed in any form, or by any means whatsoever, without written permission from Keyspire Group Inc. 
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Purchase Price		$500,000
Down Payment 20%		$100,000
Closing Costs			$1,500
Monthly Mortgage Payments 	$2,326.42
Market Rate 			3%
Monthly Rental Income: 		
Unit 1				$1,800/month
Unit 2				$1,825/month
Vacancy Rate			5%
After Repair Value		$500,000
Note:  Mortgage based on 25 year amortization, monthly payments at 5.00%


[bookmark: _heading=h.10edymnlwa2]Practice Example:
Use the following example to practice.
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987 Smith Drive Rehab Triplex

The information contained in this document is general in nature and provided as reference material only. It is not intended to provide legal, tax or financial advice, nor does it replace (or purport to replace) any need to obtain individual legal, tax or financial advice. Any legal, tax or financial advice about your own position or personal situation in relation to anything covered in this document should always be obtained from a qualified legal, tax, or financial professional. Copyright Keyspire Group Inc. All Rights Reserved. No part of this work may be reproduced or distributed in any form, or by any means whatsoever, without written permission from Keyspire Group Inc. 
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Purchase Price		$605,000
Down Payment 20%		$121,000
Closing Costs			$2,000
Monthly Mortgage Payments 	$2,545.94
Market Rate 			3%		
Monthly Rental Income: 		
Unit 1				$1,400/month
Unit 2				$1,275/month
Unit 3				$1,200/month
Vacancy rate			5%
Renovation Investment	$60,000
Note:  Mortgage based on 25 year amortization, monthly payments at 4.00%



Calculate Cash Flow
[bookmark: _heading=h.bh1p559ymofe]Calculate Gross Scheduled Income (GSI) 
	123 Main Street 
	987 Smith Drive

	GSI = Monthly Rent x 12 months
GSI = 




	GSI = Monthly Rent x 12 months
GSI = 




Calculate Gross Operating Income (GOI)
	123 Main Street 
	987 Smith Drive

	Vacancy Allowance = GSI x Vacancy Rate
Vacancy Allowance = 




GOI = GSI – Vacancy Allowance
GOI =




	Vacancy Allowance = GSI x Vacancy Rate
Vacancy Allowance = 




GOI = GSI – Vacancy Allowance
GOI =






Calculate Gross Operating Expenses (GOE)
	123 Main Street 
	987 Smith Drive

	GOE = Sum of all annual expenses excluding debt payments

	GOE = Sum of all annual expenses excluding debt payments


	Annual Expenses
	
	Annual Expenses
	

	Property taxes
	$2,100.00
	Property taxes
	$1,764.00

	Property management
	$3,200.00
	Property management
	$3,720.00

	Insurance
	$1,100.00
	Insurance
	$1,620.00

	Utilities
	$0
	Utilities
	$1,152.00

	Condo fees
	$0
	Condo fees
	$0

	Lawn/snow maintenance
	$840.00
	Lawn/snow maintenance
	$900.00

	Cleaning
	$100.00
	Cleaning
	$240.00

	Repair & maintenance
	$2,037.00
	Repair & maintenance
	$2,328.00

	Tenant gifts
	$410.00
	Tenant gifts
	$468.00

	Other
	$0
	Other
	$0

	
	
	
	

	GOE =
	
	GOE = 
	

	
	
	
	

	
	
	
	



Calculate Net Operating Income (NOI)
	123 Main Street 
	987 Smith Drive

	NOI = GOI – GOE
NOI =



	NOI = GOI – GOE
NOI =






Calculate Debt Service Payments (DS)
	123 Main Street 
	987 Smith Drive

	Debt Service (DS) = Mortgage payments x 12
DS = 





	Debt Service (DS) = Mortgage payments x 12
DS = 




[bookmark: _heading=h.gjdgxs]Calculate Cash Flow (CF)
	123 Main Street 
	987 Smith Drive

	CF = NOI – DS
CF =




	CF = NOI – DS
CF =





Calculate Cash on Cash Return (COCR)
	123 Main Street 
	987 Smith Drive

	Cash Invested (CI) = Down Payment + Closing Costs + Initial Improvements/Renos
CI =


COCR = CF / CI
COCR =





	Cash Invested (CI) = Down Payment + Closing Costs + Initial Improvements/Renos
CI =


COCR = CF / CI
COCR =





Calculate Principal Recapture
Calculate Principal Recapture (PR)
*Note: Use your investor software to assist with determining principal payments.
	123 Main Street 
	987 Smith Drive

	PR = Sum of 12 months principal payments
PR = 




	PR = Sum of 12 months principal payments
PR = 




Calculate ROI on Principal Recapture
	123 Main Street 
	987 Smith Drive

	ROI = PR / CI
ROI = 




	ROI = PR / CI
ROI = 




Calculate Passive Appreciation
Calculate Passive Appreciation (PA)
*Note: For these examples use purchase price as market value.
	123 Main Street 
	987 Smith Drive

	PA = Market Value x Market Rate
PA = 



	PA = Market Value x Market Rate
PA = 







Calculate ROI on Passive Appreciation
	123 Main Street 
	987 Smith Drive

	ROI = PA / CI
ROI = 



	ROI = PA / CI
ROI = 







Calculate Active Appreciation
Calculate Active Appreciation (AA)
	123 Main Street 
	987 Smith Drive

	After Repair Value (ARV) = $0 for this turnkey property
	After Repair Value (ARV) = Average of comparable renovated properties

	AA = ARV – Purchase Price – Renovation Investment
AA = 0
	Comparables
	

	
	Property 1
	$650,000

	
	Property 2
	$685,000

	
	Property 3
	$687,000

	
	Property 4
	$697,000

	
	
Average ARV =
	

	
	

	
	AA = ARV – Purchase Price – Renovation Investment
AA = 







Calculate ROI on Active Appreciation (AA)
	123 Main Street 
	987 Smith Drive

	ROI = AA / CI
ROI = 



	ROI = AA / CI
ROI = 









Calculate Total Return on Investment
Calculate Total Return on Investment (ROI)
	123 Main Street 
	987 Smith Drive

	
The 4 Ways to Win™
	
The 4 Ways to Win™

	Cash Flow
	$
	%
	Cash Flow
	$
	%

	Principal Recapture
	$
	%
	Principal
Recapture
	$
	%

	Passive Appreciation
	$
	%
	Passive Appreciation
	$
	%

	Active Appreciation
	$
	%
	Active Appreciation
	$
	%

	
	

	ROI = (CF + PR + PA + AA)
    Cash Invested
ROI = 




	ROI = (CF + PR + PA + AA)
    Cash Invested
ROI = 







	Total Year One ROI 

$ _______________________                 _________  %

	Total Year One ROI 

$ _______________________                   _________  %




Is this return enough for you?

To continue practicing this skill, take this information and apply it to properties you are considering purchasing.  By continually practicing you will become faster and more confident about your evaluations.  Good luck!
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