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Coursc Titlc: I'casibility ancl Viability S t ~ ~ c ~ i c s  I 1  (13M 501;) 'Time Allowed: 2 1-lours 30 

IVlinutes 

Instruction: Attempt two clucstions li.0111 c;~cIi si ~ t io i i :  LISC separate bool<let lor cach section 

Section A 

1. Your client GRACE l<stales lJtd has rcq~~c:,Lcd Y O L I ~  p~.olcssional advice on tlie viability of 

tal\ing a loan o r  N2OM to p~~rcliase a shopping culiiplex, No 105 Awolowo Road, Maitama 

A b ~ ~ j a .  'The fill rental valuc of tlie proper[)/ is N2 75M and is expecled to be received three years 

in advance at tlie first instance and then to increasc by 10% at every three ycars. Interest charges 

on debt finance are 15%. Iletermine tlie viability of the investment if the crcclitor is expecting a 

paybaclc period of 9 years. (I 51iiarlts) 

2. A piece of thrce plots oS land ,with Iateni valuc lor office property has been offered for sale in 

Iltoyi, 1,agos. ?fhe asking price l'or land is i'4 1.5M pcr plot. Tlie agent w o ~ ~ l d  collect 5% agency 

Sees for the sale o f  land as wcll as 5% legal Iccs. Stamp c1~1ly on the land woi~ld be 2%. You are 

aware that tlic site can uccol i i~~~odate  ciglit floors office bloclc wit11 a gross floor area of 

22mx25m per 11001-. Tlie li~ll rental value ol'!ice in the al-ca is NsOOO/M'. 'The fi-eeliold 

remunerative rate i s  8%. Builcling costs Tor ol'ticc space in the area arc in the region of ~ 9 0 0 1 ~ ' .  

Car parking and landscaping; N350,000.00. PI-ofessional fees; architect, 2%; QS, 2%; Land 

Surveyor, 2%; Str~~ctural  Engineer, 2%, Elc~:lrical I'ingincer, 2%. 'l'he builcling is expected to take 

three ycars. Estimated contingencies, say 5%). 'I'lle cost of capital (lending rate) in commercial 

banks is 20%. Agents fees and legal Sees l i ~ r  tlic completecl development are respectively 5% of 

rerital incomc. Aclvcrtising cost is N 125,000 'or  newspaper and other adverts. Calci~late (i) the . 

dcveloper profit expressed LIS a percentage ol'totul developmcnt cost, and as a percentage of total 

develop~~ient  value.(lO Marks) (ii) the devclopmcnt yield and thc profit niarlt up (5). Advice your 
I 

client bascd on tlic answer. 

3. D i s c ~ ~ s s  lvith i l l ~ ~ s t r a ~ e d  examples, tlic follo~\~ing viability tecliniq~~es for already developed 

properties 
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