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LEASE ANALYSIS TENANT INDUSTRIAL USA EXAMPLE
TENANT RENTING SINGLE SPACE

INTRODUCTION

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

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

Apex Manufacturing is considering a proposal from the landlord to rent Unit. 3
Unit No. 3 Rentable Area: 6,000 Sq. Ft in Lakewood Estates Industrial Building

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

Rentable Area: 6,000 Sq. ft

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

LEASEHOLD IMPROVEMENTS Folder

Unit No. 4

Description: Leasehold Improvements

Amount: $15,000

Year 1 Jan

Depreciation Method: Commercial Prop. St Line

LEASING EXPENSE Folder

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 base on 3.00% compounding for five years

Free Rent
First two months. 100% of Base Rent

Additional Rent (TIM’s)
$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 10 year period. This
means that the maximum that will be paid by the tenant for parking per month is $300
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SUBLEASE REVENUE Folder
Tenant is not planning to sublease any of the space

VACANCY
Used to enter vacancies for space that has been subleased by the tenant. In this example there is
no subleasing and hence no subleasing vacancies.

FINANCING Folder

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

space being rented.

Description: Bank 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

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

Cleanup and Restoration Costs $10,000

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.

L Investor Pro Lease Analysis Tenant Indust Single Space Pro g@
File Edit Reports Tools Ufiltes Inwvestit Activation Help
2 y Cormpany Info. roperty Info. enancy Info. ient Info. otes
Oz & & BB My C Infi Property I Inf Client Infi Mot
Project Leasehold Leasing Sublease ) ) o
Info. Tenant @ EAENEES e Vacancy Finaneing Termination

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

Lease Information entries for the example

Tenancy Information

. Industrial Space
— lLeaselnformation Building Attributes ]

Other Monthly Starting Costs Mo

Suite Mumber and Floor |3

Starting Recov. Expenses |$4.DD per So. Ftperyr

|
Type of Lease |Trip|e Met | Farking Ratio |NIA |
Start Date 01/0172011 | mirmidadiansg Feserved Parking Mo. & Rate |N|:| |
Expiration Date 1203112015 | mmiddiansy Unreserved Parking No. & Rate|1 2 spaces $20 per space perm |
Lease Term |Five fears | Total Moving Costs |NIA |
Renewal Options |Optiuntu renew for another five vears | Tl Allowances by Landlord |Nu |
Starting Lease Rate |$1 4.00 per Sg. Ft peryr | TI's paid by Tenant |$1 5,000 |
Rent Escalation Steps |No | Other Allowances by Landlord  [ris
Free Rent |First1wu manths |
Fent Cap |F'arking $300 per manth |
|
|

Expense Cap ar Stop |N0

| QK | | Cancel |
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Building Attribute entries for the example

Tenancy Information

Industrial Space

Leass Information —  Building Attributes

Sub Market Area |Seatt|e Crowntown Industrial | Sionage |Visib|e frorm the 15 |
Type of Praperty |Industrial Distribution | storage vard |Nn |
Building Class & Age |35years tasonary Class C | Feail |Nu |
Mumber of Floors |1 | Security |Nn |
Ceiling Height |18feetc|ear | Propery Manager |El\,r owhEer |
Column Spacing |1 GFtx161 | Comment

Office Area [1,200 5. Ft |

Air Conditioning |Ofﬁce area |

Elevators |ND |

Loading Docks [Twa. Dock High |

Overhead Doors  |Two. 8 Fix 8 Ft |

Power |2DD Amp, 950 valt, 2 phase |

Sprinklers [res |

ok | __Cancel _| [ e |

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 a  nd imported images
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Lease Summary Report

Page 2. Financial Summary

=
@ COMPANY
= LocGo

Financial Surimary
Anahesis Period: 10 years

Total Met Cash Flow
FPorerage Annual Met Cash Flow
Forerage Monthly Met Cash Flow

Foserage Rent Raes

Bazedon Rentable Area
Porerage Effective Annual R ate
Aorerage Effective Monthly Rate

MNet Presert Walue (HFW)
MNP Discount R ate
Bazed on Rentable Area
Met Effective B ent e arly
Met Effective R ent bl onthhy

Lease S unna ry

Lakewood Indusrial Building
Unit Mo, 3 &pex Manufaduring

Before Tax After Tax
F 1,252,024 § 204322
§ 122202 §e042z
F 10,257 § 6702

§ 2053 5q. Ft perrr
% 1.715q Ftper ™t

Met Present “alue and Nat Bfective Rernt

F7ITE74
A0 004

F 1230 5q. Ft perr
F 102 Sq. Ftper T

§ 1341 S5q. Ft per™r
% 1.12 Sq.Ftper™T

§ 558,746
G.00%

§ 943 Sq.Ftperyr
F 0.7 Sq.Ftper™r

M ay 30, 2011
Imvestar Fro
Leaze Analysis Tenant Indust Zingle Space

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 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

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

[=I Lease Analysis Tenant
Lease Analysis Tenant Indust Multiple Spaces
Lease Analysis Tenant Indust Single Space-‘—
Lease Analvsis 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 Condo Conversions
Development Condaminiums

q I || ¥

3. Select and open the Investit template “Lease Analysis Tenant 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 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: Lakewood Industrial Building
2. Enter Description: Unit No. 3 Apex Manufacturing
3. Enter the Renatable Area: 6,000 Sq. ft

Project i
J ] Tenant w Leaseh”'dl ooy l SEeEe l Vacancy l Financing ] Termination

Info. Improverments Expenses Revenue
Report Headers Tenant
Froperty Name |Lakewnod Industrial Building <= | Rentable Area = 5,000] 5o, Ft
Description |UnitN0. 3 Apex Manufacturing{— |
Analysis Time Period
10 Years | Change Analysis Time Period |

Entry Information
Enter Revenue and Expenses hionthly | Shange Entry Infarmation |

Starting Date  January Year 1

Edit Unit of Measure

TENANT 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

Froject T Leasehold Leasing
Infio. Improvements Expenses

[ Turn off Tax Calculations

Tax Rate
Irvestor's Marginal Tax Rate 35.[![!%""—
Discount Rate

Before Tax 10.00%
After Tax G.50%

LEASEHOLD IMPROVEMENTS Folder
First Row

1. Enter the Amount: $15,000

Your entries for the Leasehold improvements should look like this;
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Praject Leasehold Leasing Sublease
Tenant

Infa. Improvements Expenses Revanle ] Wacancy 1 Financing l Termination

Leasehold Improvements

e e Recovery
Description Armourt Year Month Depreciation Method )
Period [yrs]
eazehold Improvements ‘— $1:3,000| Year 1 Ll Jan ;I Commercial Prop. 5t Line LI 39.0

En terT Sel'ectT

LEASING EXPENSES Folder

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 base on 3.00% compounding for five years

Free Rent
First two months. 100% of Base Rent

Additional Rent (TIM’s)
$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 10 year period.
This means that the maximum that will be paid by the tenant for parking per month is $300

1. Select row with Description ' Additional Rent (TIM's)'

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

3. Enter the Parking Qty as follows
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Project - ; Leasehald Leasing Sublease ” = ) S
o enan Irmprovements Expenses i acancy inancing errmination
Leasing Expenses
Description Entry Choice ity “Wear1 Jan... | Yeard Feb.. | Year1 Mar.. | Yeard.
ase Rent F per Unit of Total Rentable Area per 't | 5,000 F 0.00 F 0.00 F 0.00
Free Rent % of Rent ﬂ — 0.00% 0.00% 0.00%
Additional Rerd (TIM'=) F per Unit of Total Rentable Area per 'r LI 5,000 $0.00 $0.00 $0.00
Parking ¥ per Space per Mo =l —P 12 F0.00 F0.00 F0.00
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 ¢
elec
Start Date [ Time Period
Paiicl Project Entt T by Morth To ¥ o I Caort. Proj
i Ertry Using. . ry Erm ear o B s 0z ncreaze art. Proj
Stepped Proj. (Lease) - $1400 1 |vear1 <lJan  zl[=—Pms -0 -] 3.00%
2 |¥earB Jan R | [ |
Enter T Enter
Stepped Projection l Check
Mewy value at"End of Term” based on:
# annual Compounding Rate Ihcrease ,‘_ Check
" Enter Value
"% Increase
" % Increase
Mo, of Time Periods; | 44— Enter
|
| ok * | ‘ CZancel |
Enter the Free Rent Directly into the grid
Project Leasehold Leasing Sublease ) ) .
e Tenant IFnproverments Expenses e Wacancy Financing Termination
Leasing Expenses
Description Ertry Choice ity Year 1 Jan... | Year1Feb.. | Year 1 Mar.. | Year 1,
aze Rent § per Unit of Total Rentable Area per Yr | =1} 6,000 $14.00 $14.00 $14.00 ¥
Free Rent % of Rent | =] — —P 1100.00% —.: 1100.00% 0.00%
Additionsl Rert (TIk's) § per Untt of Total Rentable Area per Yy =] 6,000 §0.00 §0.00 §0.00
Parking ¥ per Space per hio = 12 §0.00 §0.00 §0.00

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

10
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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
Paidl Project Ertt 1 Marith T ¥ m I Cort. Proj
al Entry Using... Iy ear | End rz (N5 MNCrease ant. Froj
Morthly for 12 Monthe = || Annusl Compounding = 400 vear1 ~l{dan =l ¥ [0 =llo =| 3.00%
SeleatT SeJectf Enter ? check? Enter ?
Using Projection Wizard enter and project the Parking
ik Projection Wizard
Entry Information
Description:  Parking
Entry Choice: ¥ per Space per Mo
Projections
| Start Date Time Period
Paicl Project Ertt ki Maorth Te ki M I Cont. Proj
=11 Errtry Using... Fy Ear [u] End =1 [N MNcrease ant. Froj
Morthly for 12 Morths ~ || Annual Compounding | $2000/¥ear1 ~l{Jan =l ¥ [10 ~llo =] 4.00%
SelectT SelectT Enter ? checkf Enter ?
Using Projection Wizard enter and project the Rent Cap
ED Projection Wizard
Entry Information
Description;  Rent Cap
Entry Choice:  Amount
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?

SUBLEASE REVENUE Folder
Tenant is not planning to sublease any of the space

11
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VACANCY Folder
This analysis assumes no vacancy

FINANCING Folder

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

Description: Bank 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
1. Click on the Financing folder tab
2. Click on the Add Mortgage button

Amount box: $12,000

Description box: "Bank Loan"
Time Period box: 10 Years
Amortization box: 10 Years
Nominal Interest Rate box: 8.00%

No ok w

12
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The mortgage dialog should look like this;

Martgage

Mortgage Details

Analysis Period: Year 1 Jan to Year 10 Dec

Commencing  [Year1 | Month [January hd

Type |Standard Martgage ﬂ

Amoaunt —P §12,000|Interest Rate |Fixed -

Description |ElankLUand— |

Terms and Amortization Details

Mo of (Balloon) Terms 15

[ Time Period [ Amortization
Term Years Mariths Years Morths ominz
Mo Interest Rate
1 - 1] 0 =P 10 0 =5 000%

Mortgage Settings

Fayment Fregquency |ru10nthl\y' ﬂ

Additional Payments/Borrowing [

Payment Rounded |Upt0 Mearest Cent ﬂ

Compounding Freguency [Manthly x|

Zancel

Comments

Compute

8. Pressthe button

9. Press OK to return to the Financing folder

Your Financing folder should appear like this;

Mortgage (Borrowing)

Deszcrigption

Type

Amourit Start Date

Eiank Loan

Standard Mortgage

¥ 12 000|¥ear 1 Jan

1. Click on the Termination Tab

13




Investit Software Inc. www.investitsoftware.com

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

Cleanup and restoration costs $10,000

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: $10,000

The Termination Expenses should now appear as;

Termination Expenses

Description Expense
leanup and restoration costs F 10,000
|| Add || Insert || Delete || e

SAVE YOUR PROJECT
CHECKING YOUR ENTRIES

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

14



