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Recently real-estate investment business is standing out as a new plan for creation of source of income. In this paper, we

suggested appropriate real-estate investment strategy through the reconstruct case study of existing one-storied building. That

is, we showed the efficient process of decision and propel to reconstruct and the key points for lease business and post management

after building completion. Also, we analyzed the rate of return of commercial building investment in order to find its optimum

dealing time. Therefore the results of this paper are expected to be a help to old ages and persons laying plans for a similar

business.
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<Table 1> Rental Situation of Existing Building
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<Table 2> Estimated Rental Income
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<Table 4> Outline of Reconstructing the Case Building in
Yooseong-Gu

Chang Ki Min - Dong Hyung Lee

<Table 5> Total Cost of Reconstructing the Building
(Unit : Million Won)

Divisionz Categories Division Category Cost Remark
Location Jeonmin-dong, Yuseong Gu, Daejeon Acquisition 258 258/Py(3.31m)
Use District : Neighborhood Commercial District and value(2001)
. Urban Area .
An Urban Planning Speciﬁc Use District : Prevention Fire Zone and Lowest Acquisition tax, ?:giﬁﬁﬁ; t?a); 2.
High Zone(6m Above, 2Floor Above) C()‘st.for s Registration tax, | 12 | Registration cost
Road Bounded on 25m and 8m Roads existing building Registration cost (education tax, cost for
Land Area 331.10mm(100PY) judicial affairs) 0.7%
Gross Area 1,931.85m(584 PY) Others | Brokerage
Building Coverage | 79.83%(Legal : Below 80%) 0.4%(estimated)
Floor Area Ratio | 579.14%(Legal : Below 700%) Design 26
Number of Stories | 1B, 9F Cost for Permission 35
Structure Reinforced Concrete Structure construction Construction 1,660 | Skip
Parking Capacity Car Parking Equipment : 14units Tax 51
Sewage Disposal Plant | Terminal Disposal Plant of Sewage Total 2,043 | “Acquisition value 1,600
Basement : Staircase, Basement Storage Tank
Use IF : The first class Neighporhood Livﬁqg Faci.li.ty .
2F-TF : The second class Neighborhood Living Facility ol EYR E HE FF %5 2‘5(%] = ?_Vb]'ﬁ) o] A
STOF Poor : Detached Howve 7 el Ed FAR) S-S AME] W <Table
6>3 2t} ABE A%F a717A 209 43009 A&
W, 9 UE B 135U 9 FEUE 109 4 Faste] A% 4F F of2d F oje seln ¥ )
oy ¥ A= wiztelq Teol 409 9= AAstdth ool Rebd 199 57007 4(4091-209 4,300%h) 9] T4t
3 B AENZ 28H Al FlFAE <Table L AE F Q1S Aoy, o= 100] d Aol ofv] uj
5>9b 2 &, Hx AE7dn 2 dE 29 7,100% 43 TR W AEstdo] Fa ok wigAt
A3 AlFH(FHE F FoEE) 179 72007 A2 SHAME € 8509 U(<Table 6> @ Fan)e] dds=
AbgE 209 4,300%F o]t FAH 5% A A2 9 109 =1 47
<Table 6> Profit Ratio of Rent and Investment
(Unit : million won)
Floor - Area Py Use Business type (D Deposit @% a’\cr?ggtly
1 Fr 236.86 72 Pharmacy. others 230 2.9
2 Fr 227.36 69 Restaurant 40 1.8
3 Fr 227.36 69 Facility Taekwondo Gym. 50 1.5
4 Fr 227.36 69 Private education school 50 1.3
5~7 Fr 792.96 239 Studio 640 6.0
8~9 Fr 219.95 66 Housing lease(Expectation) 220
fotal 1,931.85 584 | 1,230 | 13.5
@ Secured loan by bank 1,000
@ interests for secured loan 1,000xinterest on loan 6%/yr = 5/Month
® disposal amount(expected price) 4,000
® constructing cost(included taxes and the public utilities’ charge) | 2,043
(@ Monthly rent @@ =85
buying amount ©&-0-® = 1,770
Investment Profit ratio of rent(%) (@*12Month)+@x100 = 5.76%(before-tax)
Investment Profit ratio of sales after 1yr(%) ®=®x100 = 195.79%
Investment Profit ratio of sales after 2yr(%) 95.79(%)+2(yr) = 47.90%
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196%)& febetdl TRt somf &F Fue] e ojuld= Aldid
A A

A% AP 15~4F9 A7HAUE A5EE A o IIFATIFRAYES o] &atuat g

A oS #2 FIES 7T F Qdrh =3 AdFoA AT A2 FHEste] < ERA Y] V| EAAE +
AR o2 ANRZFES WFa IA AN &S = Fsto] AT WA <Table 6> Ao+ EH F
o] Zhtpd 39 Foll= o 7%(AA) o] £ (<Table AFAES THAE <Table 7>3 o] A=W o4 A
8> Fa)S W o Boxal glo] - Rz £ 5 @S AAdsArh 12l o]& EXE <Table 8>3

<Table 7> Annual Expected Rents
(Unit : million won)

Present 2yrs later 3yrs later 4yrs later Syrs later
Floor . Monthl . Monthl . Monthl . Monthl . Monthl
Deposit Pa?/rr:eri/t Deposit Pa?/rr:eri/t Deposit Pa?/rr:eri/t Deposit Pa?/rr:eri/t Deposit Pa?/rr:eri/t
1~4 370 7.5 423.7 8.6 453 9.2 485 9.8 519 10.5
5~7 640 6 640 6 64 6 640 6 640 6
8~9 220 220 220 220 220
Total 1,230 13.5 1,283.7 14.6 1,313 15.2 1,345 15.8 1,379 16.5
6yrs later 7yrs later 8yrs later 9yrs later 10yrs later
Floor . Monthl . Monthl . Monthl . Monthl . Monthl
Deposit Pa?/rr:erilt Deposit Pa?/rr:erilt Deposit Pa?/rr:erilt Deposit Pa?/rr:erilt Deposit Pa?/rr:erilt
1~4 555 11.3 594 12.0 635.7 12.9 680.1 13.8 727.8 14.8
5~7 640 6 640 6 640 6 640 6 640 6
8~9 220 220 220 220 220
Total 1,415 17.3 1,454 18.0 1,495.7 18.9 1,540.1 19.8 1,587.8 20.8

<Table 8> Annual Expected Before-tax Profit Ratio
(Unit : million won)

Division Present 2yrs later 3yrs later Syrs later 7yrs later 10yrs later

@ Yearly payment 162 175 182 198 216 250

@ Yearly interests for loan 60 60 60 60 60 60

@ Deposit for rent 1,230 1,283 1,313 1,379 1,454 1,588
@ cost for Secured loan 1,000 1,000 1,000 1,000 1,000 1,000
® cost for sale 4,000 4,000 4,000 4,000 4,000 4,000
® cost for purchase(5-B)-@) 1,770 1,716 1,687 1,621 1,546 1,412
@ Profit ratio prior to tax 5.76% 6.70% 7.23% 8.51% 10.09% 13.46%

<Table 9> Annual Expected After-tax Profits Ratio
(Unit : million won)

Division Present | 2yrs later | 3yrs later | 5yrs later | 7yrs later | 10yrs later
@ yearly payment 162 175 182 198 216 249
@ Deposit for rent(relevant yearxdeeded rent 4.3%) 53 55 56 59 63 68
@ vyearly Interests for loan 60 60 60 60 60 60
@ maintenance cost[(D+2)x15% ] 32 35 36 39 4 48
(® Basic tax deduction 66 66 6.6 66 66 66

(1.5/personx4person)+(Standard deduction 0.6)
® tax amount

(D+2-B-@)x35%-(5-14.9(cost of successive deduction) 2 2 28 34 40 32
_ (0,
@ after-tax profit ratio(%) 452 519 530 6.42 750 9.77

[(D-B-®)+Cost for purchase)x100]
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<Table 10> Comparison of Rents Before and After the Re-
construction Project
(Unit : million won)

Expected Cost of
A rent before rent after
Division reconstruction | reconstruction remark
project project
Monthly payment 21.6 13.5
Deposit 485 12.3
Converted to o
Monthly payment 2645 258 97.5%
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