COMMERCIAL CREDIT AND BANKING
MIDTERM EXAM VIA ACTIVE LEARNING
SECTION I – TIME VALUE OF MONEY
Excel  Spreadsheets: 
· TVM Template, 
· Chapter 1 Mortgage, Lease and Payment Calc 
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SECTION II – DEBT SCHEDULES, WACD AND YIELDS
EXCEL SPREADSHEETS:
· Chapter 1 Mortgage, Lease and Payment Calc 
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SECTION III – DEBT CAPACITY
EXCEL SPREADSHEETS
Chapter 5 – Case Study Debt Capacity
Leverage Ratios, Coverage Ratios and Collateral Analysis
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TVM TEMPLATE

INPUT

PV=

FV=

RATE=

TIME=

PMT=

OUTPUT

Use Excel
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C D E F G H I J

5 PAYMENT CALCULATION EXAMPLE

6

7 Amount 225,000           

8

9 APR 3.00%

10

11 Term (yrs) 30

12

13 Monthly Mortgage Payment $948.61 =PMT(G9/12,G11*12,-G7,0,0)

14 Monthly Lease Payment $946.24 =PMT(G9/12,G11*12,-G7,0,1)

15

16 NOTE: under a Lease, there is a first payment at time zero
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FIXED INTEREST LOAN

Loan Amount 15,000,000         

Interest 8.00%

Term 7years

Principal Schedule Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7

-                     1,000,000      1,500,000      2,000,000      2,500,000   3,000,000   5,000,000  

Payment Calculation Yr 0 Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7

Outstanding 15,000,000          15,000,000   14,000,000   12,500,000   10,500,000   8,000,000   5,000,000   -                 

Principal Payment -                     1,000,000      1,500,000      2,000,000      2,500,000   3,000,000   5,000,000  

Interest Payment 1,200,000      1,200,000      1,120,000      1,000,000      840,000       640,000       400,000      

Total Payment 1,200,000      2,200,000      2,620,000      3,000,000      3,340,000   3,640,000   5,400,000  

FLOATING INTEREST LOAN

Loan Amount 15,000,000         

Interest

  SOFR 3.00% Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7

   Assumed SOFR Increase 0.50% 0.50% 1.00% 0.00% 0.00% 0.00% 0.00%

  Spread 4.00%

Term 7years

Principal Schedule Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7

-                     1,000,000      1,500,000      2,000,000      2,500,000   3,000,000   5,000,000  

Interest Payment Calculation Yr 0 Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7

SOFR 3.00% 3.50% 4.00% 5.00% 5.00% 5.00% 5.00% 5.00%

  Increase in SOFR 0.50% 0.50% 1.00% 0.00% 0.00% 0.00% 0.00%

Plus Sprerad 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%

Interest Rate 7.50% 8.00% 9.00% 9.00% 9.00% 9.00% 9.00%

Payment Calculation Yr 0 Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7

Outstanding 15,000,000          15,000,000   14,000,000   12,500,000   10,500,000   8,000,000   5,000,000   -                 

Principal Payment -                     1,000,000      1,500,000      2,000,000      2,500,000   3,000,000   5,000,000  

Interest Payment 1,125,000      1,200,000      1,260,000      1,125,000      945,000       720,000       450,000      

Total Payment 1,125,000      2,200,000      2,760,000      3,125,000      3,445,000   3,720,000   5,450,000  
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Home Suites (NYSE: HSE)

1 2 3 4 5

Stress Case

Debt Capacity based on Debt Coverage Ratio (DCR)

Dec-23 Dec-24 Dec-25 Dec-26 Dec-27 Dec-28 Dec-29 Dec-30

Total Revenue 2,049,897     1,321,912   1,227,795    1,630,750    1,687,919    1,764,470     1,847,669      1,939,339     

Total Cost of Revenue (969,601)       (646,243)     (600,232)      (978,450)      (843,960)      (862,596)       (903,270)       (948,084)       

Total Operating Expenses (256,157)       (165,187)     (153,426)      (282,246)      (219,430)      (211,736)       (221,720)       (232,721)       

EBITDA

824,139         510,482      474,137        370,054        624,530        690,137        722,679         758,534        

Less Capex

(266,487)       (79,315)       (73,668)        (130,460)      (202,550)      (229,381)       (240,197)       (252,114)       

Less Working Capital

1,151             (11,123)       (1,682)           17,728          (8,413)           277                1,487             1,557             

Less Cash Taxes (71,943)         20,995        35,686          87,098          (4,135)           (29,181)         (56,561)          (76,435)         

Cash Flow Available for Debt Service (Unlevered) 486,860         441,040      434,473        344,421        409,432        431,852        427,408         431,542        

EBITDA Multiple

Terminal Value (Enteprise Value based on EBITDA Multiple) 8.9x 5,531,723   

Cash Flows Available for Debt Service including Terminal Value 486,860         441,040      434,473        344,421        5,941,155   

WACD

Present Value of Cash Flows Uisng the Loan Rate 10.01% 442,552         364,417      326,320        235,142        3,686,995   

Total Present Value of Cash Flows to support Debt Service 5,055,427    

Cushion %

Adjusting for cushion 20.00% (1,011,085)    PV= FV (1+i)^t

Maximum Debt based on DCR  4,044,342    

Current Initial Debt Proposal 3,800,000    

 Max/Proposed 1.06x

PROJECTED
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HOME SUITES ("HSE")

Liquidation Values

Pro-Forma

Balance

 Sheet

Distress 

Advanced 

Rates

Loan/Value

Debt 

Capacity

Proforma Balance Sheet

Dec-22 Dec-22

Current Assets

Cash 1,045,722      100% 1,045,722    

Accounts Receivable 22,100           85% 18,785         

Inventory -                      35% -               

Other Current Assets -                      0% -               

Total Current Assets 1,067,822     

Property and Equipment

Goodwill & Other Intagibles 2,120,569      0% -               

Capitalized Fees 214,058         0% -               

Gross PP&E 6,495,200     

Accum. Depreciation (2,292,316)   

  Net PP&E 4,202,884      50% 2,101,442    

LTI & Other Assets 97,095           50% 48,548         

  Total Assets 7,702,428      Asset Coverage = 3,214,497   

Current Liabilities

Accounts Payable 55,700           100% (55,700)        

Other Current Liabilities 

Total Current Liabilities 55,700          

Existing Long Term Debt -                     

Revolver -                     

Term Loan A 1,000,000     

Term Loan B 1,300,000     

New Term Loan B -                     

Subordinated Bonds 1,500,000     

Total Debt 3,800,000     

Other Liabilities / Deferred Taxes 297,420         Less Trade/Tax Claims =

Total Liabilities 4,153,120      100%

Shareholder's Equity

  Common Stock 3,549,308      Trade/tax Claims -                    

Other Equity -                     

Retained Earnings -                      Net Value = 3,158,797   

Total Shareholder's Equity 3,549,308     

Short Term Bank Debt = -                    

Total Liabilities & Equity 7,702,428      Long-Term Bank Debt = 2,300,000    

Total Bank Debt = 2,300,000   

Sub Debt 1,500,000   

Total Debt 3,800,000   

Value/Total Bank Debt = 1.373x

Value/Total Debt = 0.831x

Bank Loan / Value 72.81%


