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Abstract: This study examines problems in financing for K-REITs which
means the law for K-REITs prohibits financing for the purpose of investment. It
is big barrier for structuring REITSs. One of the reason to use debt is that the
investor may not have enough equity capital to buy the real estate. On the other
hand, the investor may have for using debt to realize the potential benefit
associated with financial leverage. Financial leverage is very important in real
estate investment. The paper explains why investors use debt and how investors
expect leverage effect practicaily. The paper also explains that if the law permit
borrowing anyway for investment, there are various possible financing ways
using direct or indirect(securitize) for debt and equity. And relatively it is very
helpful both financial and real estate market.
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<E 2> FAd g% 74

Physical information -] m2 Revenue H/BE #/m2
gxjeiy 780 2,579
ooy . . =288 ¥pUUB| =238 WAUE
[ _oF~17F] YRA4 5,433 17,960 2F~17F(RRAM] 700,000 | 71,000 | 211,750 21,478
|2 ed 404 | 1,336 | R T -] 4207 S
BIF| WolAlg 611 2,020 . L BIF (Hoy A1) 300,000 24,000 7.3 0.6
BIF~BSF| FX% 1,912 6,321 |
 totat | 8,360 27,636
Faols A 200 Cars TR 170.000 #/%
X 2tE AH{FRIH M) 162 cars A BxeY 330_woh
Financial Index Critaria 2EH 28 ¢ 8%
2 XEuNS 9% #au| 30,000 (®/¥)
wels 12%
ofgl =@ ol@ 9.0% Expenses
Mok i & 3% S| (MM Z 2 L8 90% of Maintenance Fee
Escalation of Index (Basic Scenario) investment
Yrt Yr2 Y3 After Yr4 of et 60,000 ajot
AUR ¥ 0% 3% 3% 3%
Exk ] 5% 5% 5% 5%
intiation 3% 3% 3% 3%
<E 3> AYgHl &l 0%Y 2F
¢ doensio ot Cashiow B %04 G
(ghe:ueh)
00; 3 20 007 08 2009 2010 2011
TR GO0
B30
Revenue
B HyUR 61,540 4,805 4,949 5098 5250 5408 5570 6,737 5909 6,087 6,269 - 6,457
283 ETA(@8%) 11,194 874 900 927 955 984 1,013 1,044 1,075 1,107 1,140 1,175
#ejo| 29.730 2,321 2,391 2,463 2,537 2,613 2,691 2772 2,855 2,941 3,029 3,120
Fagol 4,226 330 340 350 361 an 383 394 406 418 431 443
Potential Gross Income 106,631 8,330 8580 8837 9103 9376 9 §§7 9,947 10,245 10,552 10869 11,195
B4 &4 (5.335) (417)  (429)  (442) (455) (469) (4B3) (497) (512)  (528)  (543) (560)
Eftective grogs Income 101,356 7,914 8,151 8,396 B 647 8907 9174 9449 9,733 10025 10,326 10,635
Expenses
HAALIB(AAZH 2 Y) 26,757 2,088 2,152 2,216 2,283 2,351 2,422 2,495 2569 2,846 2,726 2,808
Expenses Total 26,757 2088 2152 2,216 83 351 2,422 2,726
Net rating Income 74,22_’9 5,§_25 50909 6179 6365 6556 6752 6.955 7,163 7,378 7,600 7,93__
7 86,974 86,974
o 28| 8(@ 3%) 2,609 2,809
SN vie 0 0
5 ol Xpo| & (@9%) o 0 0 0 0 4] 0 0 0 0
Net Cash Flow Before Tax 91,136 @0,000) 5825 65998 6179 6,365 6556 6‘752 6,955 7,163 7,378 91,964
2218l (unlevered) M IRA 13.0%
2 g XojxtE £ $(ROE) 9.7%
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<E 4> APHEol 30%2 B+

kB k1)
1 01
Revenue
LS 61,540 4,805 4,949 5008 5250 5408 5570 5737 5909 6,087 6,269 6,457
HER 2ETUA(@8%) 11,194 874 900 927 955 984 1,013 1,044 1,075 1,007 1,140 1,175
2w 29,730 2321 2301 2463 2537 2613 2691 2772 2855 2941 3029 3,120
ExQ 4,226 330 340 350 361 371 383 394 406 418 431 443
Potential Gross income 106,691 8330 8580 8837 9,103 9376 9,657 9,947 10245 10,552 10,868 11,196
4 &4 {5,335) (417)  (429)  {(442) (455) (469) (483) (497) (512)  (528)  (543)  (560)
Etfective gross income 101,356 7914 8,151 8306 8647 8907 9174 9449 9,733 10,025 10,326 10,635
Expenses
B2 BB 28 26,757 2,080 2,152 2216 2,283 2351 2422 2495 2569 2,646 2,726 2,808
Expenses Tolal 26,757 2,089 2152 2216 2283 2351 495 2,646 2726 2
Net Operating income 74,599 5825 5999 6179 6,365 6556 6752 6955 7,163 7,378 7,600 7,828
—ﬂ%m-—r 86,974 974
o Z}id| R(@ 3%) 2,609 2,608
Hyg v 18,000 18,000
23y 0| Xju) B(@9%) 16,200 1,620 1,620 1,620 1,620 1,620 1,620 1,620 1,620 1,620 1,620
Net Cash Fiow Before Tax 74936 (42,000) 4,205 4,379 4559 4745 4936 5132 5335 5543 5758 72344
*i@l(levered) AT IRR 14.5%
W% X71AR £ $(ROE) 10.0%
<H 5> Y| &o] 50%Y B¢
(EH: 8
[ Total 01 2 3 4] 2005 2007 | 2008 | 2009 | 2010 | 2011
£ 0y
30,000
MEREAY
61,540 4,805 4,949 5098 5250 5408 5570 5737 5909 6,087 6,269 6,457
&3 285 (@8%) 11,194 874 900 927 955 984 1,013 1,044 1,075 1,407 1,140 1,175
H2iu| 29,730 2,321 2391 2483 2537 2613 2691 2772 2,85 2,941 3,029 3,120
A 4,226 330 340 350 361 371 383 394 406 418 431 443
Potential Gross Income 106,691 8,330 8,580 8837 9,103 9,376 9,857 9947 10,245 10,552 10.869 11,195
34 24 (5,335) (417)  (429)  {442)  (455)  (469) {483) (497) (512)  (528)  (543) (560}
Ettective gross Income 101,356 7,914 8,151 8,396 8647 8907 9,174 9449 9,733 10025 10,326 10,635
Expenses
22| BB 28 26,757 2,089 2,152 2,216 2283 2,351 2,422 2,495 2,569 2,646 2,726 2,808
Expenses Total 26,757 2089 2152 2218 2283 2351 2422 2495 2569 2646 2,726 2,808
Net Operating Incoms 74,599 5825 5999 6179 6365 6556 6752 6,955 7,163 7,378 7,600 7,828
7 86,974 86.974
R B(@ 3%) 2,609 2,609
PHUE i 30,000 30,000
S ol Xjp| B(@9%) 27,000 2,700 2,700 2,700 2,700 2,700 2,700 2,700 2,700 2,700 2,700
Net Cash Fiow Before Tax 64,136 (30,000) 3,126 3200 3,479 3685 3856 4052 4255 4463 4,678 59264
X2l (levered) MZ 1RR 16.2%

Ed g X7|xpe 9 §{ROE) 10.4%
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¥ g 61,540 4,805 4,949 5008 5250 5408 5570 5737 65909 6,087 6269 6457
257 FRLU(@B%) 11,194 874 900 927 955 984 1,013 1,044 1,075 1,107 1,140 1,175
fejy| 29,730 2,321 2,391 2,463 2,837 2,613 2,601 2772 2,855 2,94 3,029 3,120
Pxri¢el 4,226 330 340 350 361 3n 383 394 406 418 431 443
Potential Gross Income 106,691 8,330 8,580 B.837 9103 9376 9,657 9,947 10,245 10,552 10,869 11,195
B4 &4 (5,335) N7 {429) (442) (455) (469) (483) (497) (612) (528) (543)  (560)
EHective gross Income 101,356 7,914 8151 8396 8647 8907 9,174 9,449 9,733 10,025 10,326 10,635
Expenses
Ho RS2 284) 26,757 2,089 2,952 2,216 2,283 2,351 2422 2495 2,569 2,646 2,726 2,808
Expenses Total 26,757 2,080 2,152 2216 2283 2351 2422 2495 2560 2,646 2,726 2808
Net OEamlinn income %g;Q 5,825 5.&9 6179 6365 6556 6752 6955 7,163 7,378 7,600 7.828
974 86.9,4
of Zto| B(@ 3%) 2,609 2,609
RgHgd wl 42,000 42,000
53 o) xjul S{(@9%) 37.800 3,760 3,780 3,780 3,780 3,780 3,780 3,780 3,780 3,780 3,780
Net Cash Flow Batore Tax 53,336 (18 2,045 2,219 2390 2585 2776 2,972 3,176 3383 3508 46,184
Atel(levered) M IRR 19.8%
AU S X7IXE 5 #(ROE) 11.4%
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