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LEASE ANALYSIS LANDLORD INDUSTRIAL 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 Indust Single
Space” template to carryout the analysis.

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

Tenant: Unit No. 3 Apex Manufacturing Rentable Area: 6,000 Sqg. 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: Lakewood Industrial Building
Description: Unit No. 3 Apex Manufacturing
Analysis Period: 10 Years

Starting Date: Year 1 Jan

LANDLORD Folder
Landlord’s 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 are expenses paid by the landlord which are allocated to the space such as the proportional
share of property taxes, insurance, common area maintenance, property management etc.

Expenses paid by the Landlord
$5.00 per Unit of Tenant's Rentable Area per Yr then increasing at 3.00%
compounding per year.

Leasing Fee.
Year 1 Jan $12,000
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REVENUE Folder
Revenue is entered in the Revenue folder as follows;

Base Rent
$14.00 per Unit of Tenant’s Rentable Area per Yr paid monthly. Two terms of 5 years. Increase for
the second term based on 3.00% compounding for five years

Free Rent
First two months. 100% of Base Rent

Recoverable Expenses
$4.00 per Unit of Tenant's Rentable Area per Yr paid monthly for 12 months then increasing at 3.00%
compounding per year

Parking

12 spaces at $20 per month for 12 months then increasing at 4.00% compounding until the end of the
lease. The parking is subject to a Rent Cap of $300 per month for the full 10 years. This means that
the maximum that will be paid by the tenant for parking per month is $300

VACANCY Folder
This analysis assumes there are no vacancies

FINANCING Folder
The Financing folder allows you to enter two types of financing;

Mortgage (Borrowing)
Money borrowed by the landlord to fund tenant and other improvements associated with the space
being rented

Description: Leasehold Improvement Loan
Commencing: Year 1 January

Type: Standard Mortgage

Amount: $12,000

Time Period: 10 years

Amortization: 10 years

Nominal Interest Rate: 8.00%
Compounding Frequency: Monthly

Tenant Loans
The landlord lends money to the tenant to fund their leasehold improvements and moving costs and the
tenant repays the loan principle and interest every month.

Description: Tenant Loan
Commencing: Year 1 January
Type: Standard Mortgage
Amount: $8,000

Time Period: 5 years
Amortization: 5 years

Nominal Interest Rate: 10.00%
Compounding Frequency: Monthly
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TERMINATION Folder
Cost incurred by the landlord at the end of the lease for cleaning up the space in preparation for leasing
to a new tenant.

Cleanup and Restoration Costs: $7,500
Value of leasehold improvements on termination is zero.
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.

.z Investor Pro USA (Master version) - Lease Analysis Landlord Indust Single Space Pro E]@
File Edit Reports Tools Utilites Investit Activation Help
O = B & | 4 B ‘ Mty Company Info. | ‘ Froperty Infi. | *enancylnfﬂ. | | Client Info. | | Motes ‘
Project
Im!u. ] Landlord ] ImLperauﬁgan;gtS] Expenses ] Revenue l Vacancy l Financing l Termination l

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

Tenancy Information

—3» Lease Information

Suite Mumber and Floor |3

Type of Lease |Trip|e Met |
Start Date 01/01/2011 | mmiddiyyyy
Expiration Date 1213112015 D mmiddiyyyy
Lease Term |Five Years

Fenewal Options |0pti0n to renew for another five years

Starting Lease Rate i$14.DD per S, Ftperyr

Rent Escalation Steps Mo

Free Rent |Firsttw0 manths
Rent Cap |F'arking. $300 per month maximum
Starting Recov. Expenses |$4.DD per 8q. Ftperyr

Expense Cap or Stop |ND

Industrial Space
Building Attributes

%]
l

Other Monthly Starting Costs !No
Parking Ratio [rias
Reserved Parking Mo, & Rate INn

Unreserved Parking Mo, & Rate|1 2 spaces $20 per space perm ..

Total Moving Costs (i
Tl Allowances by Landlord |No
Other Allowances by Landlord  [MiA

Building Attribute entries for the example

Cancel

Tenancy Information

Lease Infarmation

Industrial Space
Building Attributes

Sub Market Area |Seattle Downtown Industrial | signage |Visib|e from the |5 freeway |
Type of Praperty |Industria| Distribution | starage vard |Nn |
Building Class & Age |35 Years Masonary Class C | Rail [Na |
Number of Floors |1 | security [N |
Ceiling Height |1 a Feetclear | Property Manager |Ely owner |
Column Spacing |16th16Ft | Comment

Office Area [1,200 5q.Ft |

Air Conditioning |Ofﬂce area |

Elevators |Nn |

Loading Docks |Tw0. Dock High |

Overhead Doors |Tw0. GFtx8Ft |

Power [200 Amp, 550 valt, 3 phase |

Sprinklars [ves |

| QK | | Cancel | | Help |

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

reports.
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Page 1. Lease Information and Building Attributes and imported images

L= kewwood Industrial Building

Lease Sumnmans flay 25, 2011
Lakewood Industrial Building Investor Pro
Unt Mo 3 Apex Manutacturing Lease Analysis Landlord I ndust Single Space

South Brandon Street
Seattle
Wi azhington State

Suite Mumber & Floor

Total Rentable Area

Type of Lease

Start Date

Expiration [r ate

Lease Term

Renawal Options

Starting Lease Rate

Rent Escal ation Steps

Free Rent

RentCap

Starting B ecow. Expenses
Expenze Cap or Stop

Other Morthhy Starting Costs
FParking Ratio

Resenred Paking Mo, &R ate
Unreserved Paking Ho. &Rate
Total Moving Costs

Tl Allovwance by Landlord
Other Allowances by Landlard

Building Attributes
Sub Madcet Area
Type of Properhy
Building Class & Age
Mumber of Flaars
Ceiling Height
Column Spacing
Office Area

Air Conditioning
Elevators

Loading [racks
Cwerhead Doors

F oer

Sprinklars

Signage

Storage vard

Rail

Security

Froperty hanager

2

6,000 5q. Ft

Triple Met

Jani012011

Dect31/2015

Five “rears

Optionto rensw for another five years .
$14.00 per Sq. Ftper r Lakewsood Industrial Building
Na

Firsthas manths ] E L |

— =

Farking. #3000 par month maxdimum 1 g =4 —
F400 per Sq. Ft per T -

No | SR
Na i Y

Ey I FHE
Mo | S

12 spaces 20 per space per month

[ — ¢ I
Mo b |

LR

Floor Flan

Seattle Dowentoswn Industrial i Is 3
Industrial Distribution W i 1
25 Wears Masonany Class © —
1 : =

18 Feet clear | 4 o
16 Ftx 16 Ft i3 %

1,200 Sq. Ft R

Office area o

Mo e

Twuo. Dock High *1 i
Twwn, & Ftxd Ft o
200 Amp, 550 vok, 3 phase Great location. Downtown Seattie
ez

Wigible from the |5 freamay

Mo

Mo

Nao

By amner
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Lease Summary Report

Page 2. Financial Summary

Lease Suninmany M ey 25, 2011
Lakewood Industrial Building Investar Pro
Unit Mo. 3 Apex Manufacuring  Lease Analysis Landlord Indust Single Space

Financial Summary
Anatgsis Period: 10 years

Edfore Tax After Tax
Total Het Cazh Flow F2100H 520220
Auerage Annual Met Cash Flomw 81,992 $ 52032
Auwerage Monthhy Net G ash Flomw $6,833 $ 4419

Awersge Rent Rates

Bazed on R entable Area
Aurer age Effective Annual R ate § 1367 5q. Ftperyr % 5584 Sq.Ftpertr
Fuorerage Effective Monthby R ate ¥ 114 5q Fiper ™t ¥ 074 Sq.Ftper™T

Met Present “alue and Nat Bfective Rent

Met Present Walue [ NFW) § 425992 § 371637

MNPV Discount Rate 0,00 % G.90%

Baed on R entable Area
Met Effective R ent™early § 2105q Ftper ™ % 619 Sq.Ftper™T
Met Effective B ent hdonthhy F 057 5q Ftper ™ % 0.52 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 Landlord Indust 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

[ »

= Lease Analysis Landlord
Lease Analysis Landlord Indust Multiple Spaces
Lease Analysis Landlord Indust Single Space 1-—
Lease Analysis Landlord Office Multiple Spaces
Lease Analysis Landlord Office Sindle Space
Lease Analysis Landlord Retail Multiple Spaces
Lease Analysis Landlord Retail Single Space
=l 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
=l Development Analysis
Development Apartments —
Development Caondo Canversions
Development Condominiums =
4 | Il [ »]
3. Select and open the Investit template “Lease Analysis Landlord Indust 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 Period | = 1_ij years

ks h | Cancel |
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Entering the project data and information

PROJECT INFO. Folder
1. Enter the Property Name: Lakewood Industrial Building
2. Enter Description: Unit No. 3 Apex Manufacturing
3. Enter the Rentable Area: 6,000 Sq. Ft

P::fls_m w Landlord ]ImLpEriﬁsanelgtsw Expenses ] Revenue ] Wacancy } Financing ] Terrmination
Report Headers Tenant
Fropery Mame |Lakewund Industrial Building = | Rentahle Area @ So. Ft
Diescription |Unit Mo, 3 Apex Manufacturingol— |
Analysis Time Period
10 Years ‘ Change Analysis Time Period ‘

Entry Information
Enter Revenue and Expenses Monthly | Shandge Entry Information ‘

Starting Date January Year 1

Edit Linit 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

The Leasehold Improvement folder should look like this;

Froject Leasehold ) _ o
IrifaL Landlord Improvements Expenses Revenue Vacancy Financing Termination

Leasehold Improvements

- L Recovery
Dezcription Armount ear onth Depreciation Method .
Period [yrs]
eazehold Inprovements el §15,000vYear 1 =l[Jan = Commercial Prop. St Line < | 39.0
Enter*

EXPENSES Folder
Expenses are expenses paid by the landlord which are allocated to the space such as the proportional
share of property taxes, insurance, common area maintenance, property management etc.

Expenses paid by the Landlord
$5.00 per Unit of Tenant's Rentable Area per Yr then increasing at 3.00%
compounding per year.

Leasing Fee.
Year 1 Jan $12,000

Using Projection Wizard enter and project the Expenses paid by the Landlord

L. Projection Wizard

Entry Information
Description:  Expenses paid by Landlord

Entry Chaoice:  § per Unit of Total Rentable Area per vr

Projections
[ Start Date Tirme Period
Piicd Project . Entry Year Marith T R Mos Incresse Cont. Proj
Entry Using... End
Monthly for 12 Months = || Annual Compounding = $500vear 1 =l{dan =l W [10 =llo =] 3.00%
Select T Select ? EnterT Check ? EnterT

Enter the Leasing Fee directly into the grid

F'Irr?%oe.ct w Landlard ] ImLpEranﬁsanelgts] Expenses w Revenue ] Vacancy ] Financing w Termination ]
Expenses
Description Entry Choice ity Year 1 Jan... | Yeard Feb... | Year1 Mar.. | “Yeard.
Expenses paid by Landlord | § per Unit of Total Rertable Area per Yt j 5,000 $5.00 $5.00 $5.00
eazing Fee Aot j — 512,000 50 50

Enterf
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REVENUE Folder
Revenue is entered in the Revenue folder as follows;

Base Rent
$14.00 per Unit of Tenant’s Rentable Area per Yr paid monthly. Two terms of 5 years. Increase for
the second term based on 3.00% compounding for five years

Free Rent
First two months. 100% of Base Rent

Recoverable Expenses
$4.00 per Unit of Tenant's Rentable Area per Yr paid monthly for 12 months then increasing at 3.00%
compounding per year

Parking

12 spaces at $20 per month for 12 months then increasing at 4.00% compounding until the end of the
lease. The parking is subject to a Rent Cap of $300 per month for the full 10 years. This means that
the maximum that will be paid by the tenant for parking per month is $300

1. Select row with Description 'Parking’

2. Click on the| Apply Cap or Stap | button to access the Rent Cap & Stop dialog and select
“Rent Cap” and click Ok.

Caps & Stops

Select
* RentCcap d— Select

(" Recoverahle Expense Cap (Tenant pays expenses up to the Cap)

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

QK* Zancel

10
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The completed screen

Stepped Projection l

Mewy value at"End of Term” based on:

" Enter Value
"% Increase

" % Increase

Mo, of Time Periods; | 44— Enter
' [ Show Example -=

| QK*' ‘ CZancel |

# annual Compounding Rate Ihcrease ,‘_ Check

Project Leasehald ) )
Revenue
[ w Landlard 1 Improverents 1 Expenses 1 1 Wacanoy 1 Financing
Revenue
Description Entry Choice Gty “ear 1 Jan... | “eard Feb.. | “ear i
Basze Rent F per Unit of Total Rentable Area per Y j 5,000 F0.00 F0.00
Free Rent % of Rent j — 0.00% 0.00%
Recoverable Expenses (TIM. .| F per Unit of Total Rentakle &rea per j 5,000 5000 5000
Parking T per Space per Mo j ] 5000 5000
Rert Cap Amaount B — §0 §0
Using Projection Wizard enter and project the Base Rent
Entry Information
Description:  Base Rent
Entry Choice:  § per Unit of Total Rentable Area per r
Projections sel ¢
erec
Start Date [ Time Period
Paicd Project Ent T ' Marth Te ' Il | Cont. Proj
all Errtry Llsing... Yy Ert ear La] End (=3 05 Ncrease ant. Fra|
~ | Stepped Proj. (Lease) $1400 1 |vear1 <lJan  zl[=—Pms -0 -] 3.00%
2 |¥earB Jan R | [ |
Enter T Enter
Check

11
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Enter the Free Rent Directly into the grid

P[ﬁ%,:,e.ﬂ ] Landlaord ] |mLperaD3§pnoéﬁt5l Expenses 1 Revenue 1 Wacancy ] Financing 1 Tetmination
Revenue
Descrigtion Entry Choice ity Year 1 Jan... | “Yeard1 Feb.. | Year1 Mar.. | Yeard.
Eaze Rent § per Unit of Total Rentable Area per r j 5,000 $14.00 $1400 $14.00 i
Free Rent 3% of Rent =~ — 100 00% =—) 100.00% 0.00%
Recoverable Expenses (TIM_ | § per Unit of Total Rentable Area per Y'r j 5,000 F0.00 000 000
Parking ¥ per Space per Ma j 0 F0.00 F0.00 F0.00
Rent Cap Amournit j — F0 F0 F0
Using Projection Wizard enter and project the Recoverable Expenses (TIM's)
B Projection Wizard
Entry Information
Description:  Recoverahle Expenses (TIM's)
Entry Choice:  § per Unit of Total Rentable Area per r
Projections
| Start Date Time Period
Paid Project Ert ) torth T ¥ h I Cant. Proj
all Entry Using... Iy [=-]8 (a] End rs [ty NCreqse ant. Froj
Morthly for 12 Monthe = || Annusl Compounding = 400 vear1 =ljdan =l ¥ [0 =llo = 3.00%
SeleatT SeJectf Enter ? check? Enter ?
Using Projection Wizard enter and project the Parking
B Projection Wizard
Entry Information
Description:  Parking
Entry Choice: ¥ per Space per Mo
Projections
| Start Date Time Period
Paicl Project Ert Y Manth Te Y h I Cont. Proj
Al Errtry Using... Fy ear [u] End s s NCrease ant. Froj
Morthly for 12 Morths ~ || Annual Compounding | $2000/¥ear1 ~l{Jan =l ¥ [10 ~llo =] 4.00%
SelectT SelectT Enter ? checkf Enter ?

12
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Using Projection Wizard enter and project the Rent Cap

ED Projection Wizard

Entry Information

Description;  Rent Cap
Entry Choice:
Projections
| Start Date Tirme Period
Psiic} Project Aot ki Maorth Te e ] I Cont. Proj
Al Errtr\,f USiI‘Ig... oL ear [u] End rs o= MNCreaze ant. Fraj
Monthly for 12 Months = || Constant (Fill Right) i $300|veasr1 =llJan =l ¥ |10 =lo =l
Sel'ectf Select? Enter ? check?

VACANCY Folder
This analysis assumes no vacancies

FINANCING Folder

Mortgage (Borrowing)
Money borrowed by the landlord to fund tenant and other improvements associated with the space

being rented

Description: Leasehold Improvement Loan

Commencing: Year 1 January

Type: Standard Mortgage
Amount: $12,000

Time Period: 10 years
Amortization: 10 years

Nominal Interest Rate: 8.00%

Compounding Frequency: Monthly

Setting up a mortgage
Click on the Financing folder tab
Click on the Add Mortgage button

Add Morgage

Amount box: $12,000

1.
2.

No ok w

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

Nominal Interest Rate box: 8.00%

The mortgage dialog should look like this;

13
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Mortgage
Mortgage Details Terms and Amortization Details
Analysis Period: Year 1 Janto Year 10 Dec Mo of (Balloony Terms 15
[ Tirme Period [ Amortization
Commencing |Year1 | Maonth [January v
Term Years Morths Years Morths hloriral
Type |Standard Morgage ﬂ Mo Interest Rate
1 |[—b» 10 0=l 10 O 5.000%

Arnount = $12,000|Interest Rate |Fixed hd

Descriptian |Leasehnldlmpravement Loan '1—|

Mortgage Settings

Fayment Freguency |Mnnthl\; j

Additional PaymentsiBorrowing [

Fayment Rounded |Upt0 Mearest Cent ﬂ

Compounding Frequency |ru1|:|nthl\,r ﬂ

Compute

8. Pressthe button
9. Press OK to return to the Financing folder

Your Financing folder should appear like this;
Morigage (Borrowing)
Drescription Type
[ Leseenoid mgeovement Loan Stancard Mortgage

Stort Disbe

s12000fvesr 100 |

Add Morlgage | Edit Mortgage | Delets Mortgage| Move

Tenant Loans

Comments

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
Type: Standard Mortgage
Amount: $8,000

Time Period: 5 years
Amortization: 5 years

Nominal Interest Rate: 10.00%
Compounding Frequency: Monthly

14
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Setting up a Tenant Loan
1. Press The Add Loan button near the bottom of the Financing Folder

Amount box: $8,000

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
Mortgage Details Terms and Amortization Details
Analysis Period: Year 1 Janto Year 10 Dec Mo of (Balloan) Terms 1E|
[ Tirne Petiod [ Amotization
cCommencing  [Year1 o« | donth (Januany -
Term Years Moriths Years Moriths ominal

Type |51andard Morgane ﬂ o Interest Rate

O 5 01 01.000%:

1 —.- 5
Amount | =) § 8000/ Interest Rate |Fixed -

Description |Tenant Loan 4— |

Mortgage Settings

Fayment Frequency |ru1|:|nthl\,r ﬂ

Additional PaymentsiLending [

Fayment Rounded |Uptu Mearest Cent ﬂ

Compounding Fragueancy |ru1|:|nthl\,r ﬂ

Compute

7. Pressthe button
8. Press the OK button to return to the Financing folder

15
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Upon completion the Financing folder should look like this;

Kortgage (Bormowing)
Description Type Amount Stort Dabe
Leanenoid rgrovement Loan |=tanadard Mortpage | 12,000 Year 1 Jan
Add Mortgage | Edit Mortgage| Delete Mortgage | Move
Tenant Loans
Description Type Armount Stort Dobe:
|Tenart Loan Standard Wortgage 38000 ear 1 Jan
Add Loan||Edit Loan | Delete Loan| Move |

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

Cleanup and restoration costs $7,500

The Termination Expenses should appear like this;
Termination Expenses

Description Expense
leanup and restoration costs 0
|| Add || Insert || Delete || e

Entering the Termination Costs
1. Expense column: $7,500

16
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The Termination Expenses should now appear as;
Termination Expenses

Description Expenze
leanup and restoration costs ¥ a00
|| Al || Insert || Delete || M ive

SAVE YOUR PROJECT
CHECKING YOUR ENTRIES

You can compare your project against the Investit example “Lease Analysis Landlord Indust Single
Space”

17



