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LEASE ANALYSIS TENANT RETAIL USA EXAMPLE
TENANT RENTING SINGLE SPACE

INTRODUCTION

This Lease Analysis example analyses a retail lease from a tenant’s perspective where the tenant is
renting one space in the building and uses the Investor Pro “Lease Analysis Tenant Retail Single Space”
template.

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

This comprehensive Tenant Retail example uses all the lease features including entering a lease with
Free Rent, % Rent and the application of Rent Caps and Recoverable Expense Caps and Stops.

Sport’s Affair is considering leasing Unit 105
Gross Leaseable Area (GLA): 7,000 Sq. Ft

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

PROJECT INFO. Folder

Property Name: Park Royal Village
Description: Unit 105 Sport’s Affair
Starting Date: 2011 Jan

Analysis Period: 10 Years

Gross Leasable Area (GLA): 7,000 Sq. ft

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

LEASEHOLD IMPROVEMENTS Folder
Description: Leasehold Improvements

Amount: $25,000

Year 1 Jan

Depreciation Method: Commercial Prop. St Line
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LEASING EXPENSES Folder

Base Rent

$26.00 per Unit of Tenant's GLA 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

% Rent

6.00% of retail sales

Retail Sales for the first year are as follows;

Year 1 Retail Sales
Jan $200,000
Feb $200,000
Mar $200,000
Apr $300,000
May $300,000
June $400,000
July $400,000
Aug $400,000
Sept $300,000
Oct $300,000
Nov $300,000
Dec $500,000

The retail sales are projected to increase at 4.00% compounding per year for remaining 9 years.

Additional Rent (TIM's)
$9.00 per Unit of Tenant’s GLA per Yr paid monthly for 12 months then increasing at 4.00%

compounding per year. Subject to a Recoverable Expense Cap

of $6,000 per month. This means

that the maximum Additional Rent (TIM's) the tenant will pay is $6,000 per month.

SUBLEASE REVENUE Folder

2,400 Sq. Ft has been subleased for two years as follows;

Base Rent: $27 per Sq Ft per Year for two Years
Additional Rent: $9.00 Sq. Ft per Yr for two years
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VACANCY Folder
The analysis assumes no vacancy for the subleased space

FINANCING Folder

1. Mortgage (Borrowing)
Money borrowed by the tenant for leasehold improvements etc.

Description: Bank Loan for Improvements
Commencing: Year 1 January

Type: Standard Mortgage

Amount: $25,000

Time Period: 5 years

Amortization: 5 years

Nominal Interest Rate: 7.00%
Compounding Frequency: Monthly

TERMINATION Folder
Cost incurred at the end of the lease by the tenant for cleaning up the space $15,000
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.

L Investor Pro Lease Analysis Tenant Retail Single Space Pro g@
File Edit Eepods Tools UWilites [nwestit Activation Help
== n % é’:’; E ‘ Mty Company Info. | | Property Info. ‘ enancy Info. ‘ ‘ Client Info. ‘ ‘ Motes ‘
Project Leasehold Leasing Sublease : ) _—
Info. Tenant Irprovernents Expenses I Vacancy Financing Termination

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

Lease Information entries for the example
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Tenancy Information ﬁ

: Retail Space
— Lease nformation Building Attributes

Suite Mumber and Floor |105 Other Monthly Starting Costs [N
Type of Lease |Trip|e Met Parking Ratio |NIA
Start Date 0170172011 | mmiddiany Reserved Parking Mo. & Rate |Nn
Expiration Date 1273112014 | mmiddiany Unreserved Parking Mo, & Rate|UnIimited. Free staff parking
Total Moving Costs [ia,

Lease Term |Five fears

Tl Allowances by Landlord |Nn
TI's paid by Tenant |$25,EIDIZI
Other Allowances by Landlord  [Mis

Renewal Options |Optinn to renew for another five years
Starting Lease Rate |$28.DD per 5. Ft per Year

Rent Escalation Steps |Nn

Rent Cap |Nn

Starting Recov. Expenses |$9.DD per 5. Ftperyr

Expense Cap or Stop |Recnv. Expense Cap §6,000 per month

|
|
|
|
Free Rent |Firsttwc| maonths |
|
|
|
|

Fercentage Rent |8.DD%

Cancel

Building Attribute entries for the example

Tenancy Information ﬁ
) Retail Space
Lease Information w =  Building Attributes 1
Sub Market Area |Suburban Long heach | Security |24 hours |
Type of Property |Street Retail | Property Manager |F'e|ec Property Management |

Kitchen/Lunchroom |Yes

Bathrooms |One

Building Class & Age |Built1985 | Comment
Site Location |On husy main road |
Anchor Tenants |Vnns Supermarket |
Traffic Count |32,4DD vehicles per day |
Column Spacing  [18 Fix 16 Ft |
Air Conditioning |Yes |
Sprinklers |Yes |
Signage |F'D|E & Store signs |
|
|
|

Storage Area |15Feet){15 Feeat

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
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Lease Summary Report

Page 2. Financial Summary

=\
@ COMPANY
- LoGOo

Fimnancial Surnmary
Analsis Period: 0 years

Lease Sunmany
P ark Royal Willage
Unit 105 Sport's Affair

Average Rent Raes

Based on R entable Area
Forerage Effective Annual R ate
Aorerage Effective Monthhy Rate

Met Present “walue and Nt Bfective Rent
Met Present Walue (MPW) ¥ 1,906 555
NP Digcount R ate 1000 %
Bazed on Rentable Area
HWet Effective R ent e arly
HWet Effective R ent bonthhy

¥ A5.82 S5q. Ft perr
% 3905q Ftper v

F 2729 5q. Ft pertr
F 227 5q. Ftper vt

Bdfore Tax After Tax
Total Met Cash Flow F 3,277,858 F 2,135 569
Aorerage Annual Met Cash Flow y3ETIaT 213,567
Forerage Monthhy Met C ash Flow 273 F A7 a7

% 3051 5q. Ft per™r
% 254 5q. Ftper™T

$ 1,922 256
6.50%

% 2118 Sq. Ft per T
¥ 177 Sq.Ftpert

M ay 30, 2011
Investar Pro
Lease Analysiz Tenant Retail Single 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 Retail Single Space” as
follows:

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

Investit Templates 1 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

=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 Aparments
Development Condo Conversions
Development Condominiums

q] I Y

3. Select and open the Investit template ““Lease Analysis Tenant Retail 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: Park Royal Village
2. Enter Description: Retail Lease Analysis Tenant Perspective

Project Leasehald Leasing Sublease
Tenant

Info. Improvements Expenses Revenue
Report Headers Tenant
: Retail
Froperty Name [Park Roval Village |
Description |Unit 105 Sport's Afair ' | Gross Leaseahle Area (GLA) E?,DDD Sn. Ft
Analysis Time Period
10 Years ‘ Change Analysis Time Period |

Entry Information
Enter Revenue and Expenses bonthly | Change Entry Infarmation ‘

Starting Date  January vear 1

Edit Unit of Measure

] Wacancy } Financing ] Termination

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 Tenant Leasehold Leasing
Infa. Improverments Expenses

[ Turn off Tax Calculations

Tax Rate
Imvestor's Marginal Tax Rate 35.00% 1—
Discount Rate

Before Tax 10.00%
After Tax f.50%
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LEASEHOLD IMPROVEMENTS Folder
First Row

1. Enter the Amount: $25,000

Your entries for the Leasehold improvements should look like this;

Project Leasehold Leasing Sublease
Tenant

Infa. Improvements Expenses Revenue ] Vacancy ] Financing ] Termination

Leasehold Improvements

- - Recovery
Description Amount Year tdorith Deprecistion Methodd )
Petiod [yrs]
easehold Improvements F 25,000 Year 1 j Jan j Commercial Prop. St Line j 390
EnterT SelectT

Leasing EXPENSES Folder
Base Rent
$26.00 per Unit of Tenant's GLA 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

% Rent
6.00% of retail sales

Retail Sales for the first year are as follows;

Year 1 Retail Sales
Jan $200,000
Feb $200,000
Mar $200,000
Apr $300,000
May $300,000
June $400,000
July $400,000
Aug $400,000
Sept $300,000
Oct $300,000
Nov $300,000
Dec $500,000

The retail sales are projected to increase at 4.00% compounding per year for remaining 9 years.

Additional Rent (TIM's)

$9.00 per Unit of Tenant’s GLA per Yr paid monthly for 12 months then increasing at 4.00%
compounding per year. Subject to a Recoverable Expense Cap  of $6,000 per month. This means
that the maximum Additional Rent (TIM's) the tenant will pay is $6,000 per month.
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1. Select row 1 ‘Base Rent’ and click on the | Apnly % Rent

Breakpoint

Select Breakpoint

i rlatural Breakpoint d— Check
(" Adificial Breakpoint

|
QK* cancel

Select row with Description ‘Recoverable Expenses (TIM's)’

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

Select

(" Rent Cap
+ﬁ“ Recoverable Expense Cap (Tenant pays expenses up to the Cap)
" Recoverahle Expense Stop (Landlord pays expenses up to the Stop)

(8] Zancel

4. Select row with Description 'Parking’ and click on the delete button

The completed screen

Project T " Leasehald Leasing Sublease
Infa. S0E Improverments Expenses Revenuea

] Yacanoy ] Financing } Termination

Leasing Expenses

Drescription Entry Choice Gty Year 1 Jan... | Year1 Feh... | Year1 Mar... | Year1,
Eaze Rent § per Unit of Total Gross Leasable Area per Y j 7000 000 F0.00 F0.00
% Rent — 0.00% 0.00% 0.00%
Retail =ales Aot j — 50 50 F0
Free Rent % of Rent | — 0.00% 0.00% 0.00%
Aclcttional Rent (TIM's) § per Unit of Tatal Gross Leasable Area per vt j 7,000 F0.00 F0.00 F0.00
Recov. Exp. Cap Amount =l — 0 f0 F0

Using Projection Wizard enter and project the Base Rent

10
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Entry Infarmation

Description:  Base Rent

Entry Choice:  § per Unit of Total Gross Leasable Area perr

Projections
Select Start Date [ Time Period
Paict Project Ertt T ¥ Fanth Te ¥ il I Cont. Proj
Al El'ltr'!." USiI’Ig... Py EFIm ear [u] End [ §=3 0= NCrEase ont. Fraj
- | Stepped Proj. (Lease) < | §2600 1 |vear1 xl{Jan |z ~|l0 - 3.00%
f 2 |YearB |Jan W |5 o =
|Enfer
T ?Gheck
Stepped Projection
\ 4
M ew value at"End of Term" based on:
= Annual Compounding Rate Increase = Check
" Enter Yalue
" § Increase
% Increase ¢Enter
Mo, of Time Periods: 2
8
| QKJ | Cancel
Using Projection Wizard enter and project the % Rent
. Projection Wizard
Entry Information
Description: % Rent
Entry Chaice: % Rent
Projections
| Start Date Tirne Period
Ertt Project % i Maonth T i 7] I Cort. Proj
er Eer Llsing... Ear [u] End r= 0 MNCrease ont. Froj
Morthly for 12 Morths = || Constant (Fill Right - 6.00%|vear1 ~llJan <l W |10 <o =]
Seleat? Seleatf Enterf cheakf

1

1
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Using Projection Wizard enter and project the Retail Sales

Entry Information

Description: % Rent: Retail Sales
Entry Choice:  Amount
Projections
Select [ Start Date Tirme Period
Paicd Project Amount ¥l torth T Y] 1 I Cort. Proj
all El'lh"y' Using... oL [=-]8 (a] End rs [ty NCreqse ant. Froj
Morthly for 12 Months -~ 8 Enter ¥r. by the Morth = | year1 ~lJan = [
anrbial Compounding | Year 2 Jan WV (3 =llo =l 4.00%
*Select ? Check Enter fc.heck
L Enter Year by th4 Month ﬁ
Starting Year vearl T
Starting Month Jan -
Marith Amauint Fill Down
Year 1 - Jan 200,000
“ear 1 - Feh 200,000
‘fear 1 - Mar 200,000
‘ear 1 - Apr 300,000
Year 1 - May 300,000
Year 1 - Jun 400,000
: 44— Enter
“ear 1 - Jul 400,000
Year 1 - Aug 400,000
Year 1 - Zep 300,000
‘ear 1 - Oct 300,000
Year 1 - Mow 300,000
Year 1 - Dec 500,000
Tatal 3,800,000
QK Cancel
Enter the Free Rent directly into the grid
Project - . Leasehold Leasing Sublease ¥ - ) g
Info. ERET Improvernents Expenses T ACANCY inancing ermination
Leasing Expenses
Description Entry Choice City Year 1 Jan... | Year1Feb... | Year1Mar. | Year1.
Base Rent F per Unit of Tatal Grozs Leasable Area per Y j 7,000 5 26.00 F26.00 5 26.00 I
% Rent — 6.00% B.00% 6.00%
Retail Sales Amount -l — § 200,000 § 200,000 § 200,000 § 3
Free Rent % of Rent slf —  =—100.00% m—fp-100.00% 0.00%
Adcitional Rent (TIM's) F per Unit of Total Gross Leasable Area per v'r j 7.0oo F0.00 0400 F0.00
Recov. Exp. Cap Amourt j — 50 50 50

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

12
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Entry Information

Description:  Recowerahle Expenses (TIM's)
Entry Chaice:  § per Unit of Total Gross Leasable Area per 't
Projections
| Start Date Tirme Feriod
Paicd Project Ert Y Morth Te L M I Cont. Praj
al Errtr\,f Using... Iy ear [u] End rs [wE= NCrease ont. Fraj
- | &nnual Compounding | $o00/vear1 <llJan <~ ¥ |10 ~llo -l 4 00%
Selectf Select? Enter ? check? Enter T
Using Projection Wizard enter and project the Recoverable Expense Cap
Ei Projection Wizard
Entry Information
Description:  Recoverable Expense Cap
Entry Choice:  Amount
Projections
| Start Date Time Feriod
Paicd Project Amourt R Morth T ki M I Cont. Proj
al El'lh”y' Llsing... ITI0L| eqr (a] End rs 0z ncreqase ont. Froj
Monthly for 12 Months = || Constant (Fill Right) | 6000 Year1 ~l|Jan =l M [10 =llo -]
Sel'ectf Seleaf? Enter ? Gheck?

SUBLEASE REVENUE Folder
2,400 Sq. Ft has been subleased for two years as follows;

Base Rent: $27 per Sq Ft per Year for two Years
Additional Rent: $9.00 Sq. Ft per Yr for two years

1. Select row with Description 'Parking' and click on the delete button
2. Enter Qty as follows

Pl ] Tenant l Lesaieliolo ] el l Sublease 1 Yacancy l Financing ] Terminatian
Info. Improvements Expenses Revenue
Sublease Revenue
Descriptian Entry Chaice Gty YWear 1 Jan... | Year1 Feb... | Year1Mar... | Year1,
ase Rent $ per S Ft per e = | (=2 400 $0.00 £ 0.00 $0.00
Free Rerit % of Rent j — 0.00% 0.002% 0.00%
Addditional Rert (TIM'S) § per Sq. Ft per vy |2 ,400 % 0.00 §0.00 % 0.00

3. Using Projection Wizard enter and project the Base Rent

13
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B Projection Wizard

Entry Information
Description: Base Rent

Entry Choice: % per Sq. Ftperr

Projections
[ Start Date Time Period
Paid Project Ertt ¥ Morth | | M I Cart. Praj
Al Errtrv Using... Yy ear [n] End [ §=3 0= NCrEsse Qnt. Frol.
Monthly for 12 Months = || Constant (Fill Right) E| $2700|vear1 <llJan =l [ |2 =llo =l o
SelectT SeJectT EnterT SelectT
4. Using Projection Wizard enter and project the Additional Rent (TIM's)
| . Projection Wizard
Entry Informmation
Description:  Additional Rent (TIk's)
Entry Chaoice: % per Sq. Ft peryr
Projections
[ Start Date Time Period
Paidl Project Ertt ¥ Morth | 0| M [ Cart. Praj
Al Errtry Llsing... Yy ear [n] End =1 0= [l g =tk ) ant. Fro|
Morthly for 12 Monthe || &nnual Compounding = | £9.00/Year 1 =] Jan Il 2 o =l 400% [
Sel'ectT Sel'eetT EnterT SeJectT EnterT

VACANCY Folder

This analysis assume no vacancies for the subleased space

FINANCING Folder

Mortgage (Borrowing)

Money borrowed by the tenant perhaps for leasehold improvements.

Description: Bank Loan for Improvements

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

Time Period: 5 years
Amortization: 5 years

Nominal Interest Rate: 7.00%
Compounding Frequency: Monthly

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

Add Morngane

14
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Amount box: $25,000

Description box: "Bank Loan for Improvements”
Time Period box: 5 Years

Amortization box: 5 Years

Nominal Interest Rate Box: 7.00%

No gk ow

The Mortgage dialog should look like this;

Mortgage Details Terms and Amortization Details
Analysis Period: Year 1 Jan to Year 10 Dec Mo of (Balloon) Terms 15
[ Tirne FPeriod [ Armartization
Cammencing  |Year1 | Month |January -
Term Years Maoriths Years Moriths Haminal
Type |Standard Mortgage ﬂ Mo Interest Rate
— 0= 7 000%

1 —p 5
AmountE F 25,000 Interest Rate |Fixed -

Description |Bank Loan for Improverments e |

Mortgage Settings

Fayment Freguency |ru10nthly,r ﬂ

Additional Payments/Borrowing [

Fayment Rounded |Uptn Mearest Cent ﬂ

Compounding Frequency |Munthl\; ﬂ

Compute

8. Pressthe button

9. Press the OK button

The Financing folder should now look like this;

Mortgage (Borrowing)
Descrigtion Type Amount Start Date
Eank Loan for Improvements Standard Mortgage 25,000 ear 1 Jan

Add Murtgage”Edit Mnrtgage”l:lelete Mnngage||h-1we|

10. Click on the Termination Tab

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

Cleanup and restoration costs $15,000

15
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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 Landlord Retail Single
Space”

16



