5

Overview
1. Create the loan amortization schedule
2. Create the depreciation schedule.
3. Create the schedule that combines interest expenses and depreciation expenses.
4. Create a schedule that converts the interest expense and depreciation expense to aftertax dollars
5. Create a schedule that shows the aftertax cash out flows…see information below.




Create and loan amortization schedule in Excel spreadsheet – determine how each of the amounts in the table are obtained, calculate them and fill them in for all 360 payments. Note the table shows only the figures for the first two payments and the last two payments; calculate the amounts for the remaining payments and fill them in.
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 Create a depreciation Schedule
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Now you’ll need to use the MACRS table to determine the amount of depreciation expense. Assume the improvements represent 39 –year nonresidential rental property and the figures represent 7- year property.
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Create annual measures and a source document for annual financial statement.  Use the table below for the 39 year nonresidential real property. 
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Create a Schedule combining interest expenses and depreciation expenses.
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Convert the interest expense and depreciation expense
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Calculate the aftertax cash outflows
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Your martgage lsn cost of $300,000 st be allocated between,
hese dilleret asst classcs, 5 you can use the appropeiate
depreciabe e to prepare a depreciation schedule, 5 shown
inthe ollowing ilustraton:
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“The amounts in this table are carricd ot o the (hird decimal
place, s0 some rounding exvors will prevnt the improvements
from being fully depreciated through year 39, You should

prepare the depreciation schecle only through year 30, o

match the Ioan amortization schodule you preparcd in Step 1
ofthe project. To check your work, you can use the ollowing
ur, which shows prtofthe compleed depreciation schedvl
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In this step, you'l need (o create & schedule that combines
ntereat expenses and depreciation expenses, but only for the
st 10 yosrs of the e of the asset.Here i how the completed
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this step of your project, youll need to convert the interest
expense and depreciation cxpense from pretax to ftcrta dol-
lars. Assume the firm is subject (& 34 percent margina) ax
Fute, and conver the 10-year schedule of itereat expense.
e deprecation expense 1 allertax terms. Reiew Lesson 3,
Asigment 9, {0 obtain the applicable ormulas.
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Resmermbes from your essons that opersting and itereat.
expense resuls n a cash oulos, and deprecation expense.
el n a cash o lrom the deprecation ex shied.

Therctoe, in this step, you'ee computing a net cash outllow.

The fllowing iustrston shows how the completed schedvle
ahould appeat, wit the combined anaual intereat expense
an depreciaton expense, boh converted o alletax terms.
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In this step of your project, you'l need (o calculate the present
vallucs and net present values of the aftertax cash lows or
expenses o the projec. I this cas, hi s the present value,
aferta cash outflow,

Youve calculated the afertax cash flows for the interest
expense and the depreciation expense associaied wih (he
pucchase of this piece of nonresidental real property. Now,
the il step requizes you o calculate the present value of
these ATCH for cach year, and the NPV for these expenses
in sggregte

Ui  dlscount rat of 10 percent,extend the tbie completed
o Step + by ading a coummn for the present value of ATCE.
Youlfnd a “prosent value of $1 abie on pages A4 and A-5
of your textbook (ncar the back of the book. The loloving.
lustration shows hew the complted (able should appear.
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8 The sccond column, with the beading “Payment Amount”
ahows the monthly payment amount.

8 The third and fourth colurmns show the portion of the
moathly payment pai fo interest, and the porton paid
towards the principal.

8 The 0 colum, headed “Balance,” shows the startng
balance of $300,000, and the remaining balance cach
month afer the principal is sublracid.

8 The sixh colum, headed “Curent,” reflects the current
postion of the principal (12 monihs)

8 The amounta n the “Non-Current”column are calculated
by subtracting the current portion of the principal from
the total balance,

8 The “Anual Interest Expense” column provides a run.

ning (ot of the interest expense on the mortgage for the
entire 12.month perio.

8 The “Totala” underthe 6% nteest Expense” and “Princial”
colums show the final ttals fo the 30-year e of the
mortgage.
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Ones the monthy scheduleis completed, gneate an annual-
e version, using th llloving prelerred format:
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