Investit Decisions

Instruction Manual

Finance Folder

Creating Mortgages & Loans
USA Edition 1.0

Investit Software Inc.

Toll free 877-878-1828

130 Pemberton Ave, Apt. 202
North Vancouver BC

Canada V7P 2R5
investit@investitsoftware.com
www.investitdecisions.com




Table of Contents

FINANCING FOLDER ... ..o et e e e e e e e e e e e e e e e aees 3
Preface ... et bbbt bbb £ e R Rt SR £ e Ao Re R e eR e e R e ReeRe e R e e Ee Rt eheeeenEenbeeaeerenre s 3
FATUIES. ... ..o bt E et b e e bt e bt e bt e bt e bt e Rt e Rt e bt e Rt e Rt oAbt e R e e Rt e R e e Rt e R e n e ne e nreenr e 3
Mortgage PayMENt TYPES ... ... e e bbbt bt bt bt e b e bt e b e b e bt e be e neenreenre e 3
Entering a Mortgage. EXAMPIE ... e 5
Terms and Amortization Details ... 7
Additional Payments and Borrowings. EXample ................cooo e 8
Using Fill Down for Repeating ENIi@S ...t e 9
FINANCING EXANPLES ... ... e e e e e e 11
Variable Payment Mortgage with Variable Interest Rates. Example ..., 11
Draw Mortgage EXAMIPIE ... ...t b bR b h e 13



FINANCING FOLDER

Preface

The Finance Folder allows you to enter the financing for capital investments in equipment, real estate etc., if
appropriate.

In capital budgeting, financial and engineering economic analysis it is common to ignore financing as this is an
organizational decision. The organization rarely borrows money to fund an individual investment in equipment and
other assets. Instead, money is raised through retained earnings, the issuance of shares, bonds, debentures and
bank loans etc. If this is the case the Finance Folder is not used.

The organization may decide to lease rather than buy the equipment. The Investit Decision’s templates “Lease” and
“Buy” can be used to decide whether to lease or buy the equipment.

Only use the Finance Folder is there is loan, being borrowed against the specific investment or the investment
involves the acquisition of real estate funded by a mortgage.

Features

The Financing Folder is used to create mortgages and loans and offers the following features which allows you to
enter any kind of mortgage or loan and explore creative financing options;

1. The number of mortgages or loans are unlimited
2. The mortgage can start and finish any year and month. E.g., Year 2, March 1.
3. Eight mortgage payment options. They are:
» Standard (Blended Principal and Interest Payment)
* Interest Only
* Fixed Payment
* Variable Payment
» Fixed Principal Payment plus Interest
» Variable Principal Payment plus Interest
e Construction Loan. Interest Only (Also called a “Draw” mortgage”
* No Payment of Principal or Interest
* Your own Principal and Interest schedule
Additional payments or borrowing can be made in any period
Multiple Terms and Amortization Periods
Multiple Terms
Payment Frequencies. Annually, Semi-annually, Quarterly Semi-monthly and Monthly

No ok

Mortgage Payment Types

Note: The term “Periodic” refers to the payment period or frequency. As an example, monthly, yearly etc.
There are eight different mortgage types:

1. Standard Mortgage

A Standard Mortgage consists of a constant blended mortgage payment of principal and interest, as well as full
amortization. This means that the borrower pays back the full Principal amount over the life of the mortgage i.e. the
outstanding balance of the mortgage at the end of the amortization period is zero.

2. Interest Only Mortgage

With an Interest Only Mortgage, the interest is paid periodically, and the periodic payment consists solely of the
interest due for the period. The Principal Remaining, which is equal to the amount owed, is paid off at the end of the
Term or Amortization Period.

3. Fixed Payment Mortgage
The periodic payment is fixed for the Term. The payment is first applied to the interest owing, and any remaining
amount is applied to reducing the Principal Remaining.
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Note: If the periodic payment is less than the Interest Due, the unpaid interest is added to the Principal Remaining.

4. Variable Payment Mortgage
The Variable Payment Mortgage allows you to vary the mortgage payment period by period. The payment is first
applied to the interest owing, and any remaining amount is applied to reducing the Principal Remaining.

5. Fixed Principal plus Interest Mortgage
The Periodic Payment consists of:
1. The interest due for the period.
2. Afixed principal payment, which reduces the Principal Remaining. The principal payment is fixed for the
entire term.

6. Variable Principal Payment plus Interest Mortgage
The Periodic Payment consists of:
1. The interest due for the period.
2. Avariable principal payment which can be varied period by period. The variable principal payment reduces
the Principal Remaining.

7. Construction Loan. Interest Only
Allows you to set up a construction draw mortgage and draw the mortgage down in and repay in stages

8. No Payment of Principal or Interest Mortgage
Also called an Interest Accruing Loan.

There are no payments of principal or interest during the life of the mortgage. The unpaid interest is added to the
Principal Remaining, which is paid off at the end of the Term.

9. Your own Principal and Interest Schedule

This option allows you to enter the principal and interest schedule period by period, and is used for unique
circumstances where the mortgage contract cannot be calculated using the options available in Investit.

As an example, the seller and purchaser agree on the following mortgage payments:

Mortgage Amount: $ 900,000

Mortgage Schedule:

Period Principal Payment Interest Payment
1 $60,000 $4,000
2 100,000 25,000
3 0 70,000
4 40,000 87,000
5 700,000 60,000

Clearly, there is no mathematical relationship to the payment structure, and the Mortgage Schedule must be
entered period by period.

This option allows you to enter unconventional mortgage arrangements between the borrower and lender.



Entering a Mortgage. Example

The following are the basic steps for entering a mortgage. The steps may vary slightly from those outlined below,
depending on the Mortgage Type selected.

In the Financing Folder, Click on the “Add Mortgage” button to create a new mortgage or the “Edit Mortgage” button
to make changes to an existing mortgage.

Plrr?%ne-ct w Investar 1 Investment w 'ugnag:&r;? 1 Expenses w Financing ‘ Sﬁgﬁge
Mortgage (Borrowing)
Description ‘ Type | Amount | Start Date |
Click on the "Add Mortgage button” Click on the "Edit Mortgage Button” to
to create a new mortgage ¢ ‘change an existing mortgage
Add Mortaage

Example
Following are the entries for a standard mortgage or loan.

Mortgage Details
Start Date: 2010 March
Type: Standard Mortgage (Fully amortized loan with constant monthly principle and interest payment)
Amount: $3,000,000
Description: Financing

Mortgage Settings
Payment Frequency: Monthly
Additional Payments/Borrowing: None
Payments: Rounded to Nearest Cent
Compounding Frequency: Monthly

Term and Amortization Details
No. of Terms: 1
Time Period: 3 years (Mortgage is paid off with a balloon payment at the end of 3 years)
Amortization Period: 7
Interest Rate: 7.000%



After making the entries click on the “Compute” button and then the “Ok” button to complete the mortgage

Mortgage Details Terms and Amortization Details

Analysis Parlod; 2010 Mar to 2020 Feb MNa of {(Balloon) Terms _TE

Commencing IEEIII] :J Month iMarch LI P |[ Ti-TEf-Eﬁnd ! Ao tation D!
Ton |$lanuarﬂ Mortgage N: b - Mot . Ko Nt interest Rate
Amount==Jp § 3,000,000/ InterestRate [Fixsd f :

Description Financing| <—

Mortgage Settings Select type of mortgage

PaymentFrequency  |Monthly ~|

Select Fixed or Variable

Interest Rate Fed Princip® Paymant plus interest
able Principal Payment plus inferest

Constrochon Loan indenest Only Paymernt

Mo Paymaent of Principal of Intere st

Your Own Principal and interest Schedule

Allows additonal borrowing or payments

Additional PaymentsBorrowing [

Payment Roundad Lp to Mearest Cen

Compounding Frequency [Manthly

Set to 'Monthly”

compounding +Afmr completing the entries, click on the "Compute” button

| | Cormpute ] . AR | I Cancel | | : Comments




Terms and Amortization Details

Allows you to set multiple “Terms” with each term having it own “Time Period”, “Interest Rate” and “Amortization
Period”

Example using a single term
No. of Terms: 1
Time period: 5 years. This means the outstanding principle at the end of 5 years will be paid off in full

Amortization Period: 25 years
Interest Rate: 7.00%

The entries are:

Terms and Amortization Details

Mo of (Balloon) Terms | 15 1— One Term

[ Time Period [ Amorization
Term Years Maorths Years Maorths Norminal
Mo Interest Rate
1 - = o =Pw2s | =7 000%

Example using Multiple Terms

No. of Terms: 3

Term 1. Time Period: 3 years. Amortization 25 years Interest Rate: 7.00%
Term 2. Time Period: 3 years. Amortization 22 years Interest Rate: 7.50%
Term 3. Time Period: 3 years. Amortization 19 years Interest Rate: 7.75%

Note: The outstanding principle will be paid off with a balloon payment at the end of 9 years.

The entries are;

Terms and Amortization Details

Ma of (Balloon) Terms 35 «— Three Terms

[ Time Period [ Amortization
Term Years Morths Years Manths Hominal
Mo Interest Rate
1 -3 3 o| =25 0| =P 7.000%
2 —p 3 o =P 22 0= 7 500%
- 3 0 =P 19 Of == 7 750%




Additional Payments and Borrowings. Example

Entering Additional Payments or Borrowing:

Steps:

1. Make sure that you have entered all of the mortgage information by completing the:

i) Mortgage Details
i) Mortgage Settings
iii) Term and Amortization Details

2. Click on the Additional Payments/Borrowing button in the Mortgage Settings Box

3. Click on the “Display Variable Entry Grid” Button.

4. Enter the Additional Payments or Borrowing in the Grid in the appropriate Time Period.

E.g., Additional payment of $ 20,000 in period Year 1 Jun.

Note: Enter an “Additional Payment” as a positive number. Enter “Additional Borrowing” as a negative number.

€

Mortgage Details

Analysis Period: Year 1 Janto Year 20 Dec

Commencing |Year1 L] Month J.January' L]

Standard Mortgage i,
Type ! Ll 2

Amnunt| § 3,000,000 Interest Rate IFixed s

Description IFinancing |

Terms and Amortization Details

lo of (Balloon) Terms _1:|:

[ Time Period [ Amartization
Term v A v Monith Maomiral
Ma zars omns 2ars amns it st Eate
1 7 a

Mortgage Settings

Payment Frequency  |Monthly |

After completing Mortgage Details' and Terms and
Amortization Details’, click on this button to enter values for:

- Additional Payments or Barrawings

Additional PaymentsiBarrowing v .q

Check "Additional Payments/Borrowing”

nments

then click on
Fayment Rounded 1Up to Mearest Cent L] |
Compaunding Erequency iMnntth Lj * Display Variahle Entry Grid ‘
Time Addtional
Term . A 4 Borrawing {-)
" _— Fayments (+)
iy [ Compute | | 1 Year 1 Jan 50
7 1 ‘ear 1 Feb 50
1 Year 1 Mar 50
1 Year 1 Apr 50
1 Year 1 May 50
1 Year 1 Jun

T $ 20,000
Enter "Additional Payment”




Using Fill Down for Repeating Entries

The “Fill Down” button can be used to quickly enter repeating entries for;

1. Variable Interest Rates
2. Variable Principal Payments
3. Additional Payment/Borrowing

As an example, Nominal Annual Interest Rate for Periods: Year 1 Jan to Dec: 9.25%
Year 2 Jan to Dec: 8.00%
Year 3 Jan to Dec: 7.25%

. . Fill Down
can be entered quickly using the - Button as follows;

Steps

1. Make the first entry. Example 9.250% in Year 1 Jan
2. Highlight the time Period. Year 1 Jan to Dec
3. Click on the “Fill Down” button

Repeat the process to enter;
Year 2 Jan to Dec: 8.00%
Year 3 Jan to Dec: 7.25%

Amount | 5 500,000/ Interest Rate IVariahIe b

Description |Draw Fimancing |

Mortgage
Mortgage Details Terms and Amortization Details
Analysis Period: Year 1 Jan to Year 3 Dec
Time Period Amartization
Commencing 1“r’ear1 _"V_] Maonth ]Januarg.r _‘:] [ [
T
iy Years Morths Years Marths
]Standard Mortgage l] Mo
Tipe 1 2 0 a

Additional
Borrowing (-1

Payments {+)

50

0

F0

50

50

50

|+

Mortgage Settings _ Nominal
Payment Frequenc ]Mnnthl' :] Term Time Interest
¥ a ¥ 4 Period R

(=
Additional Payments/Borrowing  [v 7 Fogr f-den
Payment Roundad ]UD to Mearest Cent :_] : Vear 1| Gl
1 e Mar
Compounding Frequency |Manthly | 1" Vear1 Apr
-l“""-l Year 1 May
Enter the Interest Rate, highlight the time period ! feard Jun

and click on "Fill Down" button
| g Cumgute\P Eill Cioin Cancel | Help

¥ Highlight the Time Period

Comments




Term

Time
Period

Year 1 Jan

Year 1 Feb

Year 1 Mar

“ear 1 Apr

ear 1 May

Year 1 Jun

Maminal
Interest
Rate

Entered by
highlighting and
using "Fill Down™
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FINANCING EXAMPLES

The Financing Folder flexible allows you to develop mortgage schedules for a wide variety of mortgage payment
types and to explore creative financing options.

This section contains the steps for developing the following mortgages:

1. Variable Payment Mortgage with Variable Interest Rates
2. Draw Mortgages

Variable Payment Mortgage with Variable Interest Rates. Example

The following example illustrates how to enter a mortgage with
a) Variable Payments
b) Variable Interest Rates

Mortgage Details
Type: Variable Payment
Interest Rate: Variable
Amount: $3,000,000
Description: Financing

Term and Amortization Details:
Number of Terms: 1
Time Period: 3 years (The mortgage will be paid off with a balloon payment at the end of three years)
Mortgage Settings:
Payment Frequency: Monthly
Additional Payments/Borrowing: None
Rounding Option: Up to nearest cent
Compounding Frequency: Monthly
The variable payments and interest rates are;
Year 1: $15,000 per month. Interest Rate: 7.00%
Year 2: $25,000 per month. Interest Rate: 7.50%

Year 3: $35,000 per month. Interest Rate: 8.00%
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The “Variable Payment” and “Variable Interest Rate” mortgage is entered as follows;

Mortgage Details Terms and Amortization Details

Analysis Period: Year 1 Janto Year 7 Dec

[ Time Period
]
Term

b § Month
Type ]Variahle Payment ﬂ_ Na gars orths
1 3 a
amount | § 3.000.000] Interest Rate [variable <=

Description |Financing |

commencing [Year! ¥ | Month [January

Maortgage Settings : .
After completing ‘Morntgags Details' and Terms and
Payment Frequency |Mnnthly _ﬂ Amortization Details’, click on this button to enter values far:
- Perindic Payments
Payment Rounded iUptD Mearest Cent ‘_:! Select "Variable Interest Rate' and "Variable Payment”

= At click it el ot St i
(]

Compounding Frequency iru'lnnthly

|
Time v Mominal
Term Petiod Interest Payment
Rate

1 ‘rear 1 Mar ¥.000% goo.a et
1 ‘ear 1 Bpr 7.000% f 15,000.00 =]
1 Year 1 May 7.000% 00.0
1 rear 1 .Jun 7.000% 1 00.00
il Wear 1 Jul 7.000% aoo.a

] ear 1 Aug 7.000% F 15,000.00 -

Enter the Variable Interest Rate and Payment
for each 12 menth period

TIP: Highlight 12 months and use 'Fill Down™
to repeat the monthly entries for the year




Draw Mortgage Example

A manufacturer has arranged a draw mortgage for $1,000,000 at a Nominal Interest Rate of 8.75%, compounding

monthly, and anticipates drawing down and then repaying the mortgage from sales revenue, as follows

Mortgage Draws and Payment Schedule

Draw
Mortgage Draws
Year 1 Jan $200,000
Feb $400,000
Mar $300,000
Apr $100,000
Total | $1,000,000
Mortgage Repayments | Payment
Year 1 June $300,000
July $400,000
Aug $300,000
Total | $1,000,000
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The Mortgage dialogue should look like this;

Mortgage Details
Analysis Perod: Year 1 Janto Year 7 Dec

Terms and Amortization Details
Mo of (Balloon) Terms | 11

Commencing [vear1 | Month [January

| Time Period

1] Term MNominal

Years Ionths

Typ
Interast Rate |Fooed

Description [Draw Financing <=
Mortgage Settings

5 f'::anshuchl:ln Loan. Interest Only Payment

Interest Rate
3.730%)

heo
1

|
i

-

After completing Mortgage Details’ and Terms and
Amortization Details”, click on this bution to enter values for,

- Additional Paymenis or Borrowings
Select "Construction Loan. Interest Only Payment” and click on

Paymenl Rounded [l.lp to Mearest Cent

=l I

Display Yariable Entry Grid +

Compounding Frequency |Monthly

Once the entries are complete click
on "Compute” and then the "OK" button

¥ Reset Varlable Mortgage Entries to zero

Term iy Borrow an P
Pariod row (Draw) Ayt

i ‘ Yaar Jan % 200,000 30 =
11 vewtFe s 400.000] s =
1K ‘ear 1 Mar ‘__sig.gu.um! 50 |

1 Vear 1 Apr $ 100,000, $ 0|

1 Year 1 May 50| $0
1K Year 1 Jun s0| $ 300,000 =

Enter the “Draws" Enterthe 'Payments -

Bl Bty | Cancel | Eher)

|_ Comments
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