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The Deal – Indirect Cash Cow 

• Purchase Price: $285,000 

• Purchase Costs: $17,000 

• Rates: $2100 / year 

• Insurance (House & Contents): $550 / year 

• Landlord Insurance: $300 / year 

• Management fees: 7.7% incl GST 

• Letting fee: 1 week rent plus GST 

• Maintenance: $1000 / year 

 

 

• Renovation budget: $26K 

• Granny Flat Build (turn key) Incl. certification 

etc: $120K 

• Rental (unreno): $290 / week 

• Rental (reno’d): $350 / week 

• Rental for Granny Flat: $310 / week 

 

 

• Renovated existing end val: $375k 

• Unrenovated with granny flat end value: $405k 

• Renovated with granny flat end val: $495K 



Item Formula $ 

Income – Rent @ 48 weeks 

Hold Costs / Operating Expenses 

Total Hold Costs 

Annual Cash Flow 

1a) Cash Flow Analysis - Feasibility  

Activity –  

Fill-in line items in 

feaso  

 

Assume as is - no 

reno & no 

granny flat 

 

 

 

 

 

 

 

 



Item A) Do Nothing B) C) D) 

Income – Rent @ 48 weeks 13,920 

Hold Costs 

Interest - Loan 10,260 

Interest – Owners Funds   3,330 

Property Management   1,072 

Let Fee      319 

Insurance – Building / Contents      550 

Insurance - Landlord      300 

Rates & Water   2,100 

Maintenance & Repairs   1,000 

Body Corporate Fees / Land Tax          0 

Total Hold Costs  18,931 

Annual Cash Flow - 5,011 

1b) Cash Flow Analysis - Value Add 

Activity  – 

Add  

   Value-Add          

Strategies 

 



Item D) Reno + Granny Flat - Formula $ Sensitivity: 
7% interest 

Income – Rent @ 48 weeks ($350 x 48 = $16,800)+($310 x 48 = $14,880) 
= $31,680 

$31,680 

Hold Costs 

Interest – Loan 
(80% Purchase + 80% Grannyflat) 

$285k+$120k = $405k x 80% = $324k x 4.5% 
= $14,580 

$14,580 

Interest – Owners Funds 
(20% Purchase + 20% Grannyflat) + 

100% Purchase Costs + 100% Reno 

($285k + $120k = $405k x 20% = $81k) + 
$17k + $26k = $124k x 4.5% = $5,580 

$5,580 

Property Management $31,680 x 7.7% = $2,439 $2,439 

Let Fee ($350 + $310)x 1.1= $726 $726 

Insurance – Building / Contents $550 x 2 = $1,100 $1,100 

Insurance - Landlord $300 x 2 = $600 $600 

Rates & Water $2,100 $2,100 

Maintenance & Repairs $1,000 $1,000 

Body Corporate Fees / Land Tax 0 0 

Total Hold Costs $28,125 $28,125 

Annual Cash Flow $3,555 $3,555 

Activity – 

Calculate 

what 

impact 7% 

interest 

rate would 

have on 

cash flow 



– A) Do nothing, B) Cosmetic reno vs C) Granny flat vs D) Reno + Granny flat 

Item Option A 

Do Nothing 

Option B 

Cosmetic Reno 

(8wks*) 

 

Option C 

Add  

Granny Flat 

(12wks*) 

Option D 

Reno +  

Granny Flat 

(12wks*) 

Purchase Price 

Purchase Costs 

Hold Costs* $0 $2,300 $4,400 $4,700 

Strategy Costs 

Total Costs (A) 

End Value (B) 

Profit Potential  (B-A) 

2a) Deal Analysis – Value Add Potential (Roughy) 

Activity – 
Calculate 

the profit 

potential 

of each 

value-add 

strategy 



OPTION B - COSMETIC RENO 

Item Total Costs 

$ 

Loan  

Funds 

80% LVR 

Owner 

Funds 

Purchase Price $285,000 

Purchase Costs $17,000 

Hold Costs $2,300 

Strategy Costs $26,000 

Total Costs $330,300 

2b) Deal Analysis – Funds Required 

Activity – 

Calculate 

the Loan 

required & 

Owner 

Funds 

required 



OPTION B - COSMETIC RENO OPTION D – RENO + GRANNY FLAT 

 

Item Total Costs 

$ 

Loan  

Funds 

80% LVR 

Owner 

Funds 

Total Costs 

$ 

Loan 

Funds 

80% LVR 

Owner 

Funds 

Purchase Price $285,000 $228,000 $57,000 $285,000 

Purchase Costs $17,000 $17,000 $17,000 

Hold Costs $2,300 $2,300 $4,700 

Strategy Costs $26,000 $26,000 $146,000 

Total Costs $330,300 $228,000 $102,300 $452,700 

2b) Deal Analysis – Funds Required 

Activity – Option D - Calculate the Loan 

required & Owner Funds required 


