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LEASE ANALYSIS LANDLORD OFFICE USA EXAMPLE
TENANT RENTING SINGLE SPACE

INTRODUCTION

This Lease Analysis example analyses an industrial lease from a landlord’s perspective where
the tenant is renting one space in the building and uses the Investor Pro “Lease Analysis
Landlord Office Single Space” template to carryout the analysis.

If the tenant rents several spaces in the building the Investor Pro “Lease Analysis Landlord Office
Multiple Spaces” template would be used.

CTA Realty is considering renting suite 306;

Rentable Area: 5,900 Sq. Ft
Usable Area: 5,200 Sq. Ft

This practice example consists of two Sections;
1. The input information for the project
2. The instructions for entering the project data

PROJECT INFO. Folder

Property Name: Capital Plaza Office Complex
Description: Suite 306 CTA Realty

Analysis Period: 10 Years

Starting Date: Year 1 Jan

Rentable Area: 5,900 Sq. ft

Usable Area: 5,200 Sq. ft

LANDLORD Folder
Marginal Tax Rate: 35.00%
Discount Rate: Before Tax 10.00%

LEASEHOLD IMPROVEMENTS Folder
Description: Leasehold Improvements

Amount: $15,000

Year 1 Jan

Depreciation Method: Commercial Prop. St Line

EXPENSES Folder

Expenses paid by Landlord
$9.00 per Sq Ft per year paid monthly for 12 months. Increasing at 3.00% per year
compounding

Leasing Fee
Year 1 Jan $12,000

REVENUE Folder
Use to enter the rent, parking, additional rent (TIM’s) etc., paid by the tenant.

Base Rent
$26.00 per Unit of Tenant’s Rentable Area per Yr paid monthly. Two terms of 5 years. Increase
for the second term base on 3.00% compounding for five years

Free Rent
First two months. 100% of Base Rent
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Recoverable Expenses (TIM's)
$9.00 per Unit of Tenant’s Rentable Area per Yr paid monthly for 12 months then increasing at
3.00% compounding per year. Subject to a Recoverable Expense Cap  of $4,500 per month.

This means that the maximum Additional Rent (TIM's) the tenant will pay is $4,500 per month

VACANCY Folder
Used to enter vacancies for the space subleased by the tenant. The analysis assumes no
vacancy for the subleased space

FINANCING Folder
Money borrowed by the landlord to fund tenant and other improvements associated with the
space being rented

Mortgage (Borrowing)
Description: Leasehold Improvement Loan
Commencing: Year 1 January 1
Type: Standard Mortgage
Amount: $25,000
Time Period: 10 years
Amortization: 10 years
Nominal Interest Rate: 8.00%
Compounding Frequency: Monthly

Money loaned by the landlord to the tenant for leasehold improvements

Mortgage (Tenant Loan)
Description: Tenant Loan
Commencing: Year 1 January 1
Type: Standard Mortgage
Amount: $12,000
Time Period: 5 years
Amortization: 5 years
Nominal Interest Rate: 10.00%
Compounding Frequency: Monthly

TERMINATION Folder
Cost incurred at the end of the lease by the tenant for cleaning up the space.

Cleanup and restoration costs: $15,000

Value of leasehold improvements on termination is zero.
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TENANCY INFORMATION

Information on the tenancy is entered in Tenancy Information dialog in two parts:

1. Lease Information
2. Building Attributes

The Tenancy Information appears on the following reports;

Lease Summary Report which shows;
* Tenancy Information
* Building Attributes
* Financial Summary
* Photos and Images
Building
Floor Plan
Site Plan
Location Map

To enter the Tenancy Information click on the Tenancy Information Button and complete the
entries.

Ll Investor Pro Lease Analysis Landlord Office Single Space Pro g@
File Edit Repors Toaols Uilites Investit Activation Help
O & & & ®= ‘ hly Company Info. ‘ ‘ Property Info. | Tenancy Info. ‘ ‘ Client Info. ‘ ‘ Motes |
Project
|nfju_ l Landlaord w ImL;riaspnnelgts] Expenses ] Revenue ] Wacancy ] Financing ] Termination w

Following is the completed “Lease Information” and “Building Attribute” screens
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Lease Information entries for the example

Tenancy Information

5 Office Space
—— - Leeer il Building Attributes

Suite Mumber and Floor |306 Third floor Other Monthly Starting Costs |Nu

Starting Recov. Expenses |$9.DD per Sqg. Ft peryr

Type of Lease |Trip|e Met | Parking Ratio |NIA
Start Date 01/0172011 | rmrmid i Reserved Parking Mo. & Rate |NU
Expiration Date 1203172014 | rmrmiddiyney Unresemved Parking Mo, & Rate|Free. Six spaces
Lease Terrm |Five vears | Tatal Moving Costs [
Renewal Options |Omiunt0 renevy for anather five years | Tl Allowances by Landlord |$15,DDD
Starting Lease Rate |$25.DD per Sg. Ft peryr | Other Allowances by Landlord  [ris
Rent Escalation Steps |N0 |
Free Rent |Firsttwn manths |
Rent Cap [nm |

|

|

Expense Cap of Stop |Expense Cap $4,500 per maonth

| QK | | Cancel |

Building Attribute entries for the example

Tenancy Information

Lease Information e Bum‘;ﬁﬂ?ﬁes

Sub Market Area |Suburhan Denver | Froperty Manaoger |.JAMON Property Managers
Type of Prapery |Ofﬂce Building | corment

Building Class & Age |Built 1986 Class B Office |

Mumber of Floors |F0ur |

Column Spacing |16 Ftx 16 Ft |

Air Conditioning |Yes |

Elevators |TWEI |

Sprinklers [res |

Sionage |NJ’A |

KitchenfLunchroom |Yes |

Bathrooms [Twa |

Storage Area |ND |

Security |5 prrita & am |

| QK | | Cancel |

The Tenancy Information entries appear in the “Lease Summary” and “Lease Summary
Comparison” reports.
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Lease Summary Report

Page 1. Lease Information and Building Attributes a

nd imported images

CoMPANY
_Loco

&

Capital Plaza

Lease Sunminea iy
Capital Plaza
306 CTA Realty

&y 30, 2011
Investar Pro
Leaze Analysiz Tenant Office Single Space

1200 E Colfa:
Crenwver
co

Suite Humber & Floor 306G Third Floor

Total Rentable Area 5,800 Sq. Ft
Total Usable Area 5,200 Sq. Ft
Add On Factor 12.496%
Type of Leaze Triple Met
Start Date JanD1z011
Expiration [ ate Lre 22015
Lease Term Fiveyears

Feneawal Options
Starting Lease Rate

Option to renew for another
F26.00 per Sq. Ftper T

Other Manthby Starting Costs Ha

Farking Ratio MHiA

Resenred Paking No. &R ate Ha

Unreserved Padiing Mo, & Rate Free. Stspaces
Total Moving Costs MiA

Tl Allovvance by Landlord Ha

TI's paid by Tenant £15,000

Other Alloan ces by Landlord HiA

Building Attribntes

Sub Madcet Area Suburban [ enwver

Type of Property Oiffize Building
Building Class & Auge Built 1955 Class B Office
Mumber of Floars Four

Column Spacing 16 Ftx= 16 Ft
Ajr Conditioning e

Elewators T
Sprinklers es

Signage HiA
KitchendLunchroom es

B athrooms Too

Storage Area Ha

Security S pmto S am

Froperty hdanager JAMOM Property Managers

five years

Fent Escalation Steps Mo ¥

Free Rent First oo months ’_ ‘— ‘_. .

RentCap Ha |

Starting R ecov. Expenzes $9.00 per Sq. Ft par T — 4 —
Expenze Cap or Stop Expense Cap $4500 per Month : | |

L Cattd bl 3 o Caid i

Floor Plan

Great Location
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Lease Summary Report

Page 2. Financial Summary

=9 Lease Sunmany hay 30, 2011
@ CoMPANY Capital Plaza Investor Pro
- Loco 308 CTA Realty Lease Analysis Tenant Office Single Space

Financial Surmary
Analysi Period: 10 years

Bfare Tax After Tax
Total Met Cash Flow § 2024624 $ 1.319545
Awerage Annual Net Cash Flow F 202 A62 121,954
Aorerage Monthhy NetCash Flow 16,872 % 10995

Awerage Rent Rates
Based on Rentable Area

Average Effective Annual Rate

Aorerage Effective Monthiby R ate
Based on Usable Araa

Aorerage Effective Annual Rate

HAwerage Effective Monthhy Rate

Met Present Walue (MFW)
MNP Discount R ate
Based on Rentable Area
Met Effective R entvearly
Met Effective R ent hMonthhy
Based on Usable Area
Met Effective R ent e arhy
Met Effective R ent hdonthhy

F 2432 Sq.Ft per™vr
¥ 286 5q Ftper v

F 2204 5. Ftper™r
¥ 22945 Ftper T

Met Present Walue and Mat Bfective Rent

F 14752232
A0 00%

F 1992 Sq. Ft par T
¥ 166 5q. Ftper T

¥ 2260 S5q. Ft per™r
¥ 188 5q. Ftper ™t

% 2237 Sq. Ftper™r
% 1.85 Sq. Ftper™r

¥ 2538 5q. Ft per™T
¥ 211 Sq.Ftper™T
915,112

.50 %

% 1585159, Ft per™T
% 1.29 Sq. Ftperyr

¥ 760 Sq. Ft per™T
¥ 1.4 Sq.Ftper™T

Importing Images and photos

The following images can be imported into the project:

Company Logo

Personal Photograph (Appears on the “Title Page”
Building Photograph for the “Title Page”

Five photos or images which are displayed on the “Photo Gallery” along with the Title Page Photograph

Location Map
Aerial Map
Site Plan
Space Plan

Visit the Investit Online Learning Center

to learn how to import photos and images.
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INSTRUCTIONS FOR ENTERING THE PROJECT INTO INVESTOR PRO

Getting started
The first step is to open the Investor Pro Template “Lease Analysis Tenant Office Single Space”

as follows:

1. Open Investor Pro.
2. Select the New Project Folder then select the Investit Template folder

Investit Templates ] My Templates

Select Template for New Project

=l Lease Analysis Landlord
Lease Analysis Landlord Indust Multiple Spaces
Lease Analysis Landlord Indust Single Space
Lease Analysis Landlord Office Multiple Spaces
Lease Analysis Landlord Office Sindle Space +
Lease Analysis Landlord Retail Multiple Spaces
Lease Analysis Landlord Retail Single Space

=1 Lease Analysis Tenant
Lease Analysis Tenant Indust Multiple Spaces
Lease Analysis Tenant Indust Single Space
Lease Analysis Tenant Office Multiple Spaces
Lease Analysis Tenant Office Single Space
Lease Analysis Tenant Retail Multiple Spaces
Lease Analysis Tenant Retail Single Space

=1 Development Analysis
Development Apartments
Development Condo Conversions
Development Candominiumes

q I || ¥

3. Select and open the Investit template “Lease Analysis Tenant Office Single Space” The
analysis period dialog will open at this point.
4. Enter 10 years and click OK

" Enter or change the Analysis Time Period

Faor how many years do you wish to analyze the project?

Analysis Time Periad _—p-_wf years

ks h | Cancel |
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Entering the project data and information

PROJECT INFO Folder
1. Enter the Property Name: Capital Plaza Office Complex
2. Enter Description: Suite 306 CTA Realty
3. Enter the Rentable Area: 5,900 Sq. Ft
4. Enter the Usable Area: 5,200 Sqg. Ft

Project
! l Landlord ] Leasehuld} Expenses l Revenue l yacancy ] Financing l Termination

Infio. Improvements
Report Headers Tenant
Praoperty Narme [capital Plaza Office Complex — | Office
=
Description [uite 306 CTA Realty <= IREAHEID e 5,800 Sq. Ft
— - Usahle Area (= 5 200| 5. Ft
Analysis Time Period

s

|Add On Factor
10 Years | Change Analysis Time Period |

Entry Information
Enter Revenue and Expenses Maonthly | Change Entry Infarmation |

Starting Date January Year 1

Edit Unit of Measure

Landlord Folder

1. Enter the Discount Rate Before Tax: 10.00%
Notes: The Discount Rate is used to calculate the Net Present Value and Net Effective
Rent. The program automatically calculates the Discount Rate After Tax

FProject Leasehold
Info. 1 Landlord WImprwementaw Expenses 1

[ Turh off Tax Calculations

Tax Rate
Imvestor's Marginal Tax Rate 35.00%
Discount Rate

Before Tax 10.00 % |
After Tax 6.50%
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LEASEHOLD IMPROVEMENTS Folder
First Row

1. Enter the Amount: $15,000

Your entries for the Leasehold improvements should look like this;

Leasehold

Project ] Landlord ]Imprwements} Expenses } Revenue } Vacancy } Financing } Terminatiun}

Info.

Leasehold Improvements

Descripti Amount W Wiorth D iation Method Recovery
ESCrIFJtIDI‘I oL ear | ERreCIEtion [n] Periad [WS]
eazehold Inprovements el §15,000vYear 1 =l[Jan = Commercial Prop. St Line < | 39.0
Enter*

EXPENSES Folder

Expenses paid by Landlord

$9.00 per Sq Ft per year paid monthly for 12 months. Increasing at 3.00% per year

compounding

Leasing Fee

Year 1 Jan $12,000
Using Projection Wizard enter and project the Expenses paid by the Landlord
i Projection Wizard

Entry Information

Description:  Expenses paid by Landlord

Entry Choice:  § per Unit of Total Rentable Area (Office) per ¥'r

Projections

[ Start Date Time Period
Paid Project Eritl b Month Te ki M I Cont. P
al El'ltr\," Using... Iy ear (a] B rs 0= ncrease Qnt. Fro|
Monthly for 12 Months - || Annual Compounding | $900/vear1 ~|lJan =l ¥ |10 =lo -l 3.00%
SelectT Se!ect? Enter T c.heck‘r Enter ?

Enter the Leasing Fee directly into the grid

F'Irr?%oe.ct ] Landlord ] |m|‘pe$3:pnﬂégts ] Expenses l Revenue l WACANCY l Financing l Termination
Expenses
Description Entry Choice Gty “ear1Jan.. | Year1Feb.. | Year1Mar. | Yearl.
Expenses paid by Landlord | § per Unit of Total Rentshle Ares (Office) per 'r Ll 5,900 F9.00 F9.00 F9.00
eazing Fee Amourt = — § 12,000 $0 $0
Enter
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Revenue is entered in the Revenue folder as follows;

Base Rent

$26.00 per Unit of Tenant’s Rentable Area per Yr paid monthly. Two terms of 5 years. Increase
for the second term base on 3.00% compounding for five years

Free Rent

First two months. 100% of Base Rent

Recoverable Expenses (TIM's)
$9.00 per Unit of Tenant’s Rentable Area per Yr paid monthly for 12 months then increasing at

3.00% compounding per year. Subject to a Recoverable Expense Cap

of $4,500 per month.

This means that the maximum Additional Rent (TIM's) the tenant will pay is $4,500 per month

1. Select row with Description 'Parking' and click on the delete button
Select row with Description ‘Recoverable Expenses (TIM's)’

Click on the

Apphy Cap or Stop

Select
(" Rent Cap

Zancel

+f? Recoverable Expense Cap (Tenant pays expenses up to the Cap)

" Recoverahle Expense Stop (Landlord pays expenses up to the Stop)

The completed screen

| button to access the Rent Cap & Stop dialog and
select “Recov. Exp. Cap” and click Ok.

P{ETJ-DE_H w Landlord w |mLper§3§an£tS w Expenses ] Revenue ] wacanoy w Financing w Termination
Revenue
Description Entry Chaice ity Year 1 Jan... | Year1 Feh.. | Year1 Mar.. | Yeard.
Base Rent § per Unit of Total Rertable Area (Office) per r —| 5,900 F0.00 F0.00 F0.00
Free Rent % of Rent =l — 0.00% 0.00% 0.00%
Recoverable Expenses (TIM...| § per Unit of Total Rertable Area (Office) per v = | 5,900 F 0.00 5 0.00 F 0.00
Recov. Exp. Cap Amount hd| — F0 F0 F0

10
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Using Projection Wizard enter and project the Base Rent

Entry Information
Desctiption:  Base Rent

Entry Choice:  § per Unit of Total Rentable Area (Office) per ¥'r

Mew value at"End of Term" based on:

=+ Annual Compounding Rate Increase

" Enter Value
" § Increase

" % Increase

Mo, of Time Periods: 2

[~ Show Example -=

| QK | Cancel |

Projections
Select Start Date [ Time Feriod
Paid Preject Ent T ¥ Month | 0| v b I Cort. Praj
&l El'ltr"y' Using... s’ EFm ear [u] End [¢=3 [u}=3 NCrease ont. Froj.
- | Stepped Proj. (Lease) = 2600 1 |Year1 <|[Jan  r|=——irs  -|l0 - 3.00%
T 2z |vears |Jan ¥ (s =lo = A
Enter Check* Enter |
o
.Y

Enter the Free Rent Directly into the grid

Froject ] Landiord l Leasem'dl Expenses w Revenue l vacaney ] Financing ] Terrnination

Infa. Improvements
Revenue
Description Entry Choice Gty Year 1 Jan... | Year1Feb.. | Year1 Mar.. | Year1,
Baze Rent § per Unit of Total Rentable Area (Office) per Yt | 5,800 F26.00 § 26.00 F26.00 ¥
Free Rent % of Rent hd — =—p100.00% —}1 00.00% 0.00%
Recoverahle Expenses (T...| § per Unit of Total Rentable Ares (Office) per ¥r =] 5,800 F0.00 §0.00 F0.00
Recov. Exp. Cap Amourt hd | — 50 §0 50

11
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Using Projection Wizard enter and project the Recoverable Expenses (TIM's)

L. Projection Wizard
Entry Information
Description: Recoverable Expenses (TIM's)
Entry Choice:  § per Unit of Total Rentable Area (Office) per 't
Projections
[ Start Date Time Period
Paid el Ertt ¥ worth | 0| v M I Cort. Proj
al EI'I'(I"\-' Using... Iy ear [a] End rs 0E ncrease ant. Froj
Wonthly for 12 Months || Annual Compounding = §$9.00[vear1 =llJan  =I| ¥ |10 =llo = 3.00%
Selecff Se!ect? Enter? c.heck? Enter ?
Using Projection Wizard enter and project the Recoverable Expense Cap
L. Projection Wizard
Entry Information
Cescription:  Recowerable Expense Cap
Entry Choice:  Amount
Projections
[ Start Date Time Period
Paid Pz Amourt ¥ Morth | 10| Wi M [ Cort. Proj
Al Entry USiI‘lg... oL ear [u] Enct &3 0F MCrease ort. Fro|
tonthly for 12 Months || Constart (Fil Right) | §4500vear1 ~l{Jan =l ¥ |10 ~llo |
Sel'ectT Sel'ect‘r Enter ? G‘heck? Enter T

VACANCY Folder

This analysis assumes no sublease vacancies

FINANCING Folder
Mortgage (Borrowing)

Money borrowed by the tenant to fund tenant and other improvements associated with the

space being rented

Description: Leasehold Improvement Loan

Commencing: Year 1 January 1
Type: Standard Mortgage
Amount: $25,000

Time Period: 10 years
Amortization: 10 years

Nominal Interest Rate: 8.00%
Compounding Frequency: Monthly

12
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Setting up a mortgage
1. Click on the Add Mortgage button

Amount box: $25,000

Description box: "Leasehold Improvement Loan"
Time Period box: 10 Years

Amortization box: 10 Years

Nominal Interest Rate box: 8.00%

ook wn

The mortgage dialog should look like this;

Mortgage Details Terms and Amortization Details
Analysis Period: Year 1 Jan ta Year 10 Dec Mo af (Balloon Terms 15
[ Time Period [ Amaontization
Commencing  [vear1 | Month |[January b
Term % i ¥ i Maminal
Bars [u] =3 Bars [u] =3

Type |5tandard Mortgage ﬂ Mo Interest Rate

10 1) el £.000%,

1 i 100 [
Armount —P$25,DDEI Interest Rate |Fixed b

Description |Leaseh0|dlmpr0\rement Loan = |

Mortgage Settings

FPayment Freguency |ru10nthl\,r ﬂ

Additional Payrments/Borrowing [

FPayment Rounded |Upt0 Mearest Cent ﬂ

Compounding Frequency |ru10nthl\,r ﬂ

Comments

Compute

7. Pressthe button

8. Press the OK button

The Financing Folder should now look like this;

Mortgage {Borrowing)
Description Type Amount Start Date
Leazehald Improvement Loan Stancard Morgage F 25 000 ear 1 Jan

Add Mungage”Edit Murtgage”Delete Muﬂgage||hnuve|

13
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Tenant Loans
The landlord lends money to the tenant for improvements and moving costs and the tenant
repays the loan and interest every month
Description: Tenant Loan
Commencing: Year 1 January 1
Type: Standard Mortgage
Amount: $12,000
Time Period: 5 years
Amortization: 5 years
Nominal Interest Rate: 10.00%
Compounding Frequency: Monthly

Setting up a Tenant Loan
1. Press The Add Loan button near the bottom of the Financing Folder

Amount box: $12,000

Description box: "Tenant Loan"
Time Period box: 5 Years
Amortization box: 5 Years

Nominal Interest Rate Box: 10.00%

ok~ wN

The mortgage dialog should look like this;

Mortgage Details Terms and Amortization Details
Analysis Period: Year 1 Janto Year 10 Dec Mo of (Balloon) Terms 15
[ Time Period [ Amorization
Commencing [Year1 | Month |January v
Term % — ¥ — Mominal
Eears [u] =4 Ears [u] =

Type |Standard Mortgage j ho Interest Rate

1 =—fp 5 O 5 0| —Jp-10.000%
Amaount —.' $12,000| Interest Rate |Fixed b
Description |Tenant Loan «ff=— |

Mortgage Settings

Payment Freguency |M0nth|\,r ﬂ

Additional PaymentsiLending |

FPayment Rounded |Uptu Mearest Cent ﬂ

Compounding Frequency |ru10nthl\,r ﬂ

14
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TERMINATION Folder
Cost incurred by the tenant at the end of the lease for cleaning up the two spaces.

Cleanup and restoration costs $15,000

The Termination Expenses should appear like this;

Termination Expenses
Description Expense |Esc. Rate
Cleanup and restoration costs 50
|| Add || Insert || Delete || Move |

Entering the Termination Costs
1. Expense column: $15,000

The Termination Expenses should now appear as;

Termination Expenses
Description Expenze |Esc. Rate
Cleanup and restoration costs T 15,000
Enterf
|| Add || Inset || Delete || Move |

SAVE YOUR PROJECT

CHECKING YOUR ENTRIES

You can compare your project against the Investit example “Lease Analysis Tenant Office Single
Space”

15



