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LEASE ANALYSIS LANDLORD RETAIL USA EXAMPLE

INTRODUCTION
This lease analysis example analyses a retail lease from the landlords perspective.

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

The landlord is considering a proposal from Sport’s Affair to rent;

Unit 1A Gross Leasable Area: 20,000 Sq. Ft
Unit 20 Gross Leasable Area: 12,000 Sq. Ft

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

PROJECT INFO. Folder

Property Name: Park Royal Village

Description: Retail Lease Analysis Landlord Perspective
Starting Date: Year 1 Jan

Tenant: Sport’s Affair

Analysis Period: 10 Years

LANDLORD Folder
Landlord’s Marginal Tax Rate: 35.00%
Landlord’s Discount Rate: Before Tax 13.00%

LEASEHOLD IMPROVEMENTS Folder

Unit 1A

Description: Unit 1A Leasehold Improvements
Amount: $96,000

Year 1 Jan

Depreciation Method: Commercial Prop. St Line

Unit 20

Description: Unit 20 Leasehold Improvements
Amount: $25,000

Year 1 Jan

Depreciation Method: Commercial Prop. St Line

GENERAL EXPENSES Folder
General Expenses are expenses paid for by the landlord that are common to the two spaces being rented
by the tenant which is Unit 1A and Unit 20 such as security services.

Note: If the tenant only occupies one space there wouldn’t be any General Expenses to enter.
General Expenses

Security Expenses $1,500 per month for 12 months then increasing at 3.00% compounding per year for
9 years.
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GENERAL REVENUE Folder
General Revenues are only used if the tenant is leasing several spaces in the building and there are
revenues common to the spaces such as sign rental and parking. etc.

Note: If the tenant only occupied one space there wouldn’t be any General Revenues to enter.
General Revenues

Sign Rental
$1,200 per month for 12 months then increasing at 3.00% compounding per year.

Parking

30 parking spaces at $35 per month for 12 months then increasing at 3.00% compounding per year for
9 years. The parking is subject to a Rent Cap of $1,300 per month for the full 10 years. This means that
the maximum that will be paid by the tenant for parking per month is $1,300

RENT REVENUE AND EXPENSES Folders
Consists of three folders
1. Tenancy Information Folder Used to enter information on the tenant
2. Revenue Folder Used to enter the rent, parking etc paid by the tenant to the landlord
3. Rental Expenses Folder Used to enter the costs incurred by the landlord related to the space

TENANCY INFORMATION Folder
Suite/Unit No: 1A

Tenant Name: Sport’s Affair Retalil
Gross Leasable Area: 20,000 Sqg. Ft

Suite/Unit No: 20
Tenant Name: Sport’s Affair
Gross Leasable Area: 12,000 Sqg. Ft

REVENUE Folder
Is the rent paid by the tenant to the landlord and is entered in the Retail Revenue and Expenses folder for
each of the two spaces as follows;

Unit 1A Sport's Affair Retail. Gross Leasable Area: 20,000 Sq. Ft
Base Rent
$26.00 per Unit of Tenant’s GLA per Yr 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 three months. 100% of Base Rent

% Rent
6.00% of retail sales
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Retail Sales for calculating the % Rent for the first year are as follows;

Year 1 Retail Sales
Jan $600,000
Feb $600,000
Mar $600,000
Apr $600,000
May $800,000
June $800,000
July $800,000
Aug $800,000
Sept $800,000
Oct $900,000
Nov $1,000,000
Dec $1,300,000

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

Recoverable Expenses

$9.00 per Unit of Tenant’s GLA per Yr paid monthly for 12 months then increasing at 3.00%
compounding per year. Subject to a Recoverable Expense Cap of $17,000 per month. This means
that the maximum recoverable expenses the tenant will pay is $17,000 per month.

Unit 20 Sports Affair. Gross Leasable Area: 12,000 Sq. Ft

Base Rent
$17.00 per Unit of Tenant's GLA per Yr paid monthly. Two terms of 5 years. Increase for the second
term is based on 3.00% compounding for five years

Recoverable Expenses

$8.00 per Unit of Tenant’s GLA per Yr paid monthly for 12 months then increasing at 3.00%
compounding per year for 9 years. Subject to a Recoverable Expense Stop  of $9,500 per month.
This means that the Tenant doesn’t pay any recoverable expenses until the additional rent exceeds
$9,500 per month.

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

Unit 1A Sport's Affair Retail. Gross Leasable Area: 20,000 Sq. Ft
Expenses paid by Landlord
$9.40 per Unit of Tenant’s GLA per Yr paid monthly for 12 months then increasing at 3.00%

compounding per year for 9 years

Leasing Fee
Year 1 Jan $85,000
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Unit 20 Sport's Affair. Gross Leasable Area: 12,000  Sqg. Ft

Expenses paid by Landlord
$8.50 per Unit of Tenant’s GLA paid monthly for 12 months then increasing at 3.00% compounding
per year for 9 years

Leasing Fee.
Year 1 Jan $35,000

VACANCY Folder
This analysis assumes there are no vacancies

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

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

Description: Improvement Loan
Commencing: Year 1 January
Type: Standard Mortgage
Amount: $35,000

Time Period: 10 years
Amortization: 10 years

Nominal Interest Rate: 8.00%
Compounding Frequency: Monthly

2. 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: $15,000

Time Period: 5 years
Amortization: 5 years

Nominal Interest Rate: 8.00%
Compounding Frequency: Monthly

TERMINATION Folder
Cost incurred by the landlord at the end of the lease for cleaning up the two spaces in preparation for
leasing to a new tenant.

Cleanup and restoration Costs: $25,000

Value of leasehold improvements on termination is zero.



Investit Software Inc. www.investitsoftware.com

INSTRUCTIONS FOR ENTERING THE PROJECT INTO INVESTOR PRO

Getting started
The first step is to open the Investor Pro Template “Lease Analysis Landlord Retail” 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

T T

Imvest Express Hotels & Motels
Invest Express Rental Units
Invest Hotels & Motels

Invest Retail + Rent Roll & Cat I
Lease Analysis Landlord Industrial

Lease Analysis Landlord Office

Lease Analysis Landlord Retail b e

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

Entering the project data and information

PROJECT INFO Folder
1. Enter the Property Name: Park Royal Village
2. Enter Description: Retail Lease Analysis Landlord Perspective

LANDLORD Folder
1. Enter the Discount Rate Before Tax: 13.00%

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

LEASEHOLD IMPROVEMENTS Folder
First Row
1. Enter the Description: Unit 1A Leasehold Improvements
2. Enter the Amount: $96,000

Second Row

1. Add the second row by clicking on the Add button
2. Enter the Description: Unit 20 Leasehold Improvements

3. Enter the Amount: $25,000

4. Select the Depreciation Method: Commercial Prop. St Line
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Your entries for the Leasehold improvements should look like this;

Leasehold Improvements

Infiate
Recowvery
i ¥
Description Amount ear onth Deprecistion Method Period [yrz]
14 Leasehold Improvements | $ 96,000 Year1 -l Jan || Commercial Prop, Stline -| 390
_|Unit 20 Leaseheid Improvements $ 25,000 Year1 =||Jan = || Commercial Prop. St Line =] 390

GENERAL EXPENSES
General Expenses are only used if the tenant is leasing several spaces in the building and there are
expenses common to the spaces such as parking, security costs etc.

GENERAL EXPENSES Folder

The Security Expenses of $1,500 per month for one year then increasing at 3.00% compounding per
year for 9 years is entered as follows;

1.
2.

3.

Enter Description: Security Expenses
Select the Entry Choice: $ per Mo

Click on the Erojection Wizard button

In the Projection Wizard

No ok

8.

Paid column: Select “Monthly for 12 Months”

Project Entry Using column:  Select “Annual Compounding”

Entry column: Enter $1,500

Time Period column:  Check the “To End” box. This allows the projection to continue until the
end of the 10 year Analysis Period

Increase column: Enter the Compounding Rate of 3.00%

To view your entries, click on the | Projection Description | button, which describes the entries
and projections.

mecurity Expenzses
Entry Choice: § per Morth
ear 1 Jan 1,500 per Month paid monthly for 12 months

Compounding at 3.00% per year for next 9 years

Press OK to return to the Projection Wizard
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Your entries in the Projection Wizard should look like this;
Entry Information

Descripion:  Security Expenses

Entry Choica: % per Mo

Projections
| Start Date [ Time Pericd
Pasci plos . Eritry e Morith T s Moz ncrease
Entry Lksing.... End
[Mortriy tor 12 Months - | Ancwal Compounding - | $1500/ear1 =ldsn -l W |10 =llo0 -] 3.00%

9. Click on the “Ok” button to return to the “General Expenses” folder
10. Select the General Revenue Folder

GENERAL REVENUE Folder

The Sign Rental of $1,200 per month for one year then increasing at 3.00% compounding per year for 9
years is entered as follows;

1. Enter Description: Sign Rental
2. Select the Entry Choice: $ per Mo

3. Click on the Erojection Wizard button

In the Projection Wizard make the following entries;

Paid column: Select “Monthly for 12 Months”

Project Entry Using column:  Select “Annual Compounding”

Entry column: Enter $1,200

Time Period column:  Check the “To End” box. This allows the projection to continue until the
end of the 10 year Analysis Period

8. Increase column: Enter the Compounding Rate of 3.00%

No ok

To view your entries, click on the | Projection Description | button, which describes the entries
and projections.

=ign Rental
Entry Choice: § per Month
ear 1 Jan 1,200 per Month paid maorthly for 12 months

Compounding at 3.00% per vear for next 9 vears

Press OK to return to the Projection Wizard

Your entries in the Projection Wizard should look like this;
Entry Information

Description:  Sign Rental

Entry Cholce:  § par Mo

Projections
[ statDate [ Time Period
Progect Tor
Paid Erdry Using, Enry | W ear . Ionth . El'-ﬂ_ ¥rs . s .
| | morttity ter 12 Mortns = |[Anmus Compounding - | $1.200 Year1 =|dan  =|| I |10 -llo -]
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9. Click on the “Ok” button to return to the “General Revenue” folder

Entering and Projecting Parking revenue

30 parking spaces at $35 per month for 1 year then increasing at 3.00% compounding per year for 9

years.

The parking is subject to a Rent Cap  of $1,300 per month for the next 10 years. This means that the

maximum that will be paid by the tenant for parking per month is $1,300
ﬂﬁdd

Click on the button

Enter Description: Parking

Select the Entry Choice: $ per Space per Mo
Enter Qty: 30

Click on the | Projection wizard

o pwNPE

button

o

In the Projection Wizard make the following entries;

7. Paid column: Select “Monthly for 12 Months”

8. Project Entry Using column:  Select “Annual Compounding”
9. Entry Column: Enter $35.00

1

0. Time Period column:  Check the “To End” box. This allows the projection to continue until the

end of the 10 year Analysis Period
11. Increase column: Enter the Compounding Rate of 3.00%

To view your entries, click on the | Projection Description | button, which describes the entries

and projections.

Parking
Eritry Choice: § per Space per Month
Cluantity: 30
ear 1 Jan F35.00 per Space per Manth paid monthly for 12 months

Compounding at 3.00% per vear for next 9 years

Your entries in the Projection Wizard should look like this;
Enitry Iiforiiation

Descripion:  Parking

Entry Choice:  § per Space per Mo

Projections
[ StatDate | Time Period
Project To
Paicd Entry Using.. Enkry ear Month | | Yrs | Mes
| mertrity tor 12 wortns - |[Anrusl Compoundng - | $3500vesr1 =ldan -l ¥ |10 =l0 -]

1. Click on the “Ok” button to return to the “General Revenue” folder

2. Clickon the| Apply Cap or Stop__ | button to add the Rent Cap
3. Select Rent Cap from the Caps and Stops dialog that pops up and click OK

InCreasse

3.00%)
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Caps & Stops [Z|

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

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

ks cancel Help
4. Select the new 'Rent Cap' row
5. Click on the| Erojection Wizard button
6. Enter Amount: $1,300
7. Time Period: check the "To End" button
Your projection should look like this
Entry Information
Description:  Rent Cap
Entry Choice:  Amount
Projections
| StartDate | Time Period
Froject To
Pandd Ertry Using . Amont . Y“_m_El'd_?m_m_
[oreriny lconstent FaRin)  -|| 51300 Year1 =lldan = ¥ |10 =llo -

8. Click the OK button to return to the General Revenue folder
On completion your General Revenue Folder should look like this;

General Revenue

Description Eriiry Choice: Gty Wear 1 Jan...,

Rental | 5 per o g — 51,200
_|Parking | § per Spacs par Mo =l 30 $35.00
Rert Cap Aot =l — $1,300

9. Click the Rental Revenue & Expenses tab

Tenancy Information Sub-Folder

This folder is a sub-folder within the RENTAL REVENUE & EXPENSES Folder and is used to set up the
tenants and information on the tenants

Because the tenant Sport’s affair has two spaces in the building we need to set up two tenants in the
Tenancy Information Folder.

First row enter the following information on the retail space;

Suite/Unit No: 1A

Floor No: 1

Tenant’s Name: Sport’s Affair Retail
Gross Leasable Area: 20,000 Sq. Ft

PwnNpE
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Click on the button to add a second row and enter the following information on the Office
Space;

Suite/Unit No: 20

Floor No: 2

Tenant’s Name: Sport’s Affair
Gross Leasable Area: 12,000 Sqg. Ft

PwnNpE

Note: For each tenant you can enter information on the tenancy and lease arrangements by completing
the Tenancy Information grid.

Expiration Eztimabad
Lease Term Renewnl Options
Dosber et Reneraral Fabe

]

The only information that needs to be entered is the Tenant Name and Gross Leaseable Area

Revenue Sub-Folder
The Revenue folder is used to enter the Tenant’s rent and other payments to the Landlord.

You can use the following buttons to enter Free Rent, % Rent, Rent Caps and Recoverable Expense
Caps and Stops.

| Apply Free Rent || Apply % Rent || Apply Cap or Stop

The | Projection Wizard
to enter and project the revenues.

button provides access to the Projection Wizard, which allows you

Follow these steps to enter and project the revenues;
Select Tenant 1A from the scroll down menu

1A Sport's Affair Retail |
1A Sport's Affair Retail +——
20 Sport's Affair

The Revenue Sub-folder should appear like this;

|1A Sport's Affair Retail j Tenant's Gross Leasahle Area 20,000| Sn. Ft

Revenues
Description Entry Choice Ciby Year 1 Jan...
aze Rent § per Unit of Tenant's GLA per Y j 20,000 F0.00
Free Rent % of Rent | — 0.00%
Fecoverable Expenzes F per Unit of Tenant's GLA per ;l 20,000 F0.00
Parking F per Space per Mo ;l 0 F0.00

The above rows appear automatically for the first tenant to allow the user to enter their data more quickly

1. Select Row 1 Base Rent

2. Click on the Apply % Rent | button to add the % Rent and Retail Sales rows. Select
Natural Breakpoint from the breakpoint dialog that pops up

10
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Select Breakpoint

Investit Software Inc. www.investitsoftware.com

i« platural Breakpoint

" Adificial Breakpoint

(8] 4

cancel

Help

3. Click on the row with the Description "Recoverable Expenses”

4. Clickon the|

Apphy Cap or Stop

Caps & S5tops

Select

" Rent Cap

“Recoverable Expenses Cap” and click Ok.

* Recoverable Expense Cap (Tenant pays expenses up to the Capl

cancel

Help

3

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

5. Select the row with the Description Parking

6. Click onthe

Delete

button

The Revenue sub-folder should look like this;

1A Sport's Affair Retail

| button to access the Rent Cap & Stop dialog and select

j Tenant's Gross Leasahble Area 20,000 Sq.Ft

Revenues
Description Entry Choice ity Year 1 Jan...

aze Rent F per Unit of Tenant's GLA per Y ;l 20,000 F0.00
% Rent — 0.00%
Retail Sales Amount | — $0
Free Rent % of Rent | — 0.00%
Recoverable Expenszes § per Unit of Tenant's GLA per Y ;l 20,000 F0.00
Recov. Exp. Cap Amourt -l — $0

The next step is the enter and project the revenues, Free Rent, % Rent, Caps and Stops using

Projection wizard

11
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Unit 1A Sport's Affair Retail. Gross Leasable Area:

Base Rent

20,000 Sq. Ft
The following information is entered in the Revenue sub-folder.

$26.00 per Sq Ft 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 three 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 $600,000
Feb $600,000
Mar $600,000
Apr $600,000
May $800,000
June $800,000
July $800,000
Aug $800,000
Sept $800,000
Oct $900,000
Dec $1,000,000
Dec $1,300,000

Following are the steps for entering the for tenant Unit 1A Sport's Affair Retail

1. Selectrow 1: 'Base Rent'

2. Click on Erojection Wizard which displays the Projection Wizard
@ Projection Wizard
Entry Information
Unit'Suit Mo, 1A Sport's Affair Retail
Description.  Base Rent
Entry Choice: & per Unit of Tenant's GLA per ¥r
Projections
| Start Date Time Period
Paid Project Ent W Maonth Te ¥ T [ Cont. Proj
al EI'Ttr‘;' Using... ry ear [a] End rs oS NCrease Qnt. Fraj.
Marthly || constart (Fil Righty < $000vear1 ~lldan I T |1 =llo =l r

12
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3. Project Entry Using.. column : select “Stepped Proj. (Lease)

Project

Entry U=sing...
Constart (Fill Right) |
Constant (Fill Right)
Inifarm 9% Increase
Inifarm § Increaze

Stepped Proj. (Leaze) =
Enter *'r. by the Month

=ingle Entry. Mo Praj.

Stepped Projection

3

Mewe value at"End of Term" based on:
* Annual Compounding Rate Increase
" Enter Yalue

" § Increase

% lhcrease

Mo, of Terms: 2

[8]4 zancel Help

Set the No. of Terms to 2, which is the default setting and click OK

Entry column: Enter the lease rate $26.00

Time Period column: Set Term 1 (the first row) to 5 years and Term 2 (second row) to 5 years
(or check the "To End" box).

7. Increase column: Enter the Annual Compounding Rate at 3.00%

oA

13
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The Projection Wizard should look like this;

@ Projection Wizard
Entry Information
Unit'uit Mo.: 1A Sport's Affair Retail
Description:  Base Rent
Entry Choice: & per Unit of Tenant's GLA perYr
Projections
[ Start Date [ Time Period

Paicl Project Ent T R Month To b M | Cont. Proj

al El"ltr}l' Using... ry erm ear (s] End rs (¥} NCcrease ant. Fraj.
Monthly || Stepped Proj. (Lease) = $26000 1 |Year1 ~llJan | 5 ~llo x| 3.00%

2 |vears Jan W |5 =~llo -l

To view your entries, click on the |

and projections.

FProjection Description

| button, which describes the entries

[ Projection Description

A Sport's Affair Retail
Base Rent

Quantity: 20,000

Year 1 Jan

Stepped Projection (Lease)

Entry Choice: § per Unit of Tenant's GLA per “ear

Term 1: $26.00 per Unit of Tenant's GLA per “ear paid monthly for 5 years

Term 2: Increased by 3.00% compounding per year to $30.14 per Unit of Tenant's GLA per Year paid monthly for 5 years

Press "OK" to return to the Revenue sub-folder.

Entering the % Rent (second row)

Revenue Folder: Select row 2: '% Rent'

Click on|

Projection wizard

% column:

el

Time Period column:

Enter 6.00%

The projection wizard entries should look like this;

Click on the “To End” check box

which displays the Projection Wizard

@ Projection Wizard
Entry Information
Unit'Suit Mo, 1A Sport's Affair Retail
Description: % Rent
Entry Choice: % Rent
Projections
[ Start Date Time Period
Ent Project % W Marth To b I I Cont. Proj
ar Errtry Using... ear (o] End rs [+}-1 Ncrease Qnt. Fraj.
IManthly ~ || constant (Fill Right) =1 6.00%|vear1 ~l[dan | ¥ |10 -llo -]

Press OK to return to the Revenue sub folder

14
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Entering Retail Sales (third row)

The Retail Sales for the first year have to be entered as follows;

Year 1 Retail Sales
Jan $600,000
Feb $600,000
Mar $600,000
Apr $600,000
May $800,000
June $800,000
July $800,000
Aug $800,000
Sept $800,000
Oct $900,000
Dec $1,000,000
Dec $1,300,000

1. Revenue Folder: Select row 3: 'Retail Sales'

2. Click on|

Projection wizard

3. Project Entry Using... column:

follows;

Project
Entry Using...

Constant (Fill Right) |

Constant (Fill Right)

Uniform % Increase
Uniform § Increase
Stepped Proj. (Lease)
Erter Yr. by the Month -s=—
Single Ertry. Mo Proj.

which displays the Projection Wizard
Select “Enter Year by the Month” and enter the retail sales as

15
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Note: For repeating entries highlight the necessary boxes and press “Fill Down”

Enter Year by the Month

Starting Year |'fear1 =

Starting Month an -

fvear1 - Fen 600,000
I ear 1 - War EIII,IIIIJI
ear 1 - Apr 00,000
vear 1 - May 800,000/
ear 1 - Jun £00,000
| Wear 1 - Jul 800,000
vear 1 - Aug 800,000
|vear 1 - Sep sm,uuu:
Year 1 - Oct 900,000
Vear 1 - Nov 1,000,000
Vear 1 - Dec 1,300,000
rotal _ 9,600,000,

[ ok ] | Cancel

i Month Amount Fill Down
Jveart -an £00,000

&

To project the Retail Sales at 4.00% Compounding per year for the remaining 9 years

Check the "Cont. Proj." box

Time Period column: Check the “To End” box
Increase column: Enter 4.00%

© N U

The projection wizard entries should look like this;

Project Entry Using column:  Select “Annual Compounding”

@ Projection Wizard

Entry Information
Unit'suit Mo.: 1A Sport's Affair Retail
Description: % Rent. Retail Sales

Entry Choice:  Amount

Projections
| startDate Time Period
Paid Project . Arnourt “fear Manth To re Mos Increase Caont. Praj.
Entry Using... End
Iarthly || Enter vr. by the Marth ~ ~ | Year1 xllJan x| v
Annual Compounding ;I Year 2 Jan |7 9 ;| 1] ;I 4 00%

Press OK to return to the Revenue sub folder

16
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First three months. 100% of Base Rent

1. Enter 100% in Year 1 Jan, Feb and March on the entry grid

Revenues
Description Entry Choice Gty Year 1 Jan... | Year1Feb.. | Year1 Mar... | Year1 Apr..
Base Rent $ per Unit of Tenant's GLA per ¥r j 20,000 $ 2600 $ 2600 $26.00 $26.00
% Rent — 5.00% 5.00% 5.00% 5.00%
Retail Sales Amourt -l — $ 500,000 $ 500,000 $ 500,000 $ 500,000
Free Rent % of Rent = — 100.00% 100.00% 100.00% -— 0.00%

Recoverable Expenses

$9.00 per Sq Ft per Year paid monthly for 12 months then increasing at 3.00% compound per year for the

remaining 9 years.

Entering the Recoverable Expenses

1. Select row with Description "Recoverable Expenses”

2. Clickon

Projection wizard

In the Projection Wizard

Paid column: Select “Monthly for 12 Months”
Project Entry Using column

: Select “Annual Compounding”

which displays the Projection Wizard

Entry column: Enter $9.00
Time Period column:  Check the "To End" box.
Increase column: Enter the compounding rate of 3.00%

No ok w

Your entries in the projection wizard should look like this:

F:] Projection Wizard

Entry Information
UnitSuit No.: 20 Sport's Affair

Press OK to return to the Revenue sub-folder.

Descriplion:  Recoverable Expenses

Entry Cholce:  § per Unit of Tenant's GLA per 1

17

Projections
Start Date | Time Period
Project To
Paild . Entry Using... | | ‘vear | Month | End | Vs | Moz | Increase CurtPraj
ficetriy tor 12 Morths - || Anewal Compoundng || $900vear1 ~lyan - |10 -]l0 - 3.00%|
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Entering the Recoverable Expense Cap
1. Select the row with the entry choice: Recov. Exp. Cap

2. Click on Erojection Wizard |which displays the Projection Wizard
3. Amount column: Enter $17,000
4. Check the "To End" box

Your entries in the projection wizard should look like this;
Projection Wizard
Entry Information

UnitrSuit No.: 20 Sporl's Affair
Description:  Recoverable Expense Cap

Entry Cholce:  Armouwnt

Projections
_ |  Start Date | Time Period
Project To
| Pald | Entry Lising | Amount | ‘vear | Month | ena | Yrs | Mos | Incresase
j [ ~Jconstert Famgty - $17000vesr1 -ldsn || @ [10 -ljo -

Press ok to return to the Revenue sub-folder

5. Select Tenant “20 Sport’s Affair” from the scroll down menu
1A Sport's Affair Retail |

1A Sport's Affair Retail
20 Sport's Affair -—

Unit 20 Second Floor Sports Affair. Gross Leasable Area: 12,000 Sq. Ft
Follow these steps to enter and project the revenues

Enter Description: 'Base Rent'

Entry Choice column: "$ per Unit of Tenant's GLA per Yr"

Press the button to add another row

Enter Description: 'Recoverable Expenses’
Entry Choice column: "$ per Unit of Tenant's GLA per Yr"

o garw MR

select “Recoverable Expenses Stop” and click Ok

3

Caps & S5tops

Select
" Rent Cap

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

* Recoverable Expense Stop (Landlord pays expenses up ta the Stopé

(0] cancel Help

18

Cont. Frol.

Click on the| Apply Cap or Stap | bottom to access the Rent Cap & Stop dialog and
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The Revenue screen should look like this;

|2EI Spart's Affair j Tenant's Gross Leasahble Area 12,000 Sq.Ft

Revenues
Description Entry Choice Gty Year 1 Jan...
aze Rent § per Unit of Tenant's GLA per Y j 12,000 F0.00
Fecoverable Expenzes F per Unit of Tenant's GLA per ;l 12,000 F0.00
Recov. Exp. Stop Amourt ;l — F0
Base Rent

$17.00 per Unit of Tenant's GLA per Yr paid monthly. Two terms of 5 years. Increase for the second
term based on 3.00% compounding for five years

Following are the steps for entering the Revenue for tenant Unit 20 Sport's Affair Office

1. Selectrow 1: 'Base Rent'

2. Click on Erojection Wizard which displays the Projection Wizard
Project Entry Using... column:  Select "Stepped Proj. (Lease)"

Project

Entry U=sing...
Constart (Fill Right) |
Constant (Fill Right)

Inifarm 9% Increase

Inifarm § Increaze

Stepped Proj. (Leaze) =
Enter *'r. by the Month

=ingle Entry. Mo Praj.
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Stepped Projection E'

Mewe value at"End of Term" based on:
* Annual Compounding Rate Increase
" Enter Yalue

" § Increase

% lhcrease

Mo, of Terms: 2

(8] zancel Help

6.

Set No. of Terms to 2, which is the default setting and click OK

Entry column: Enter the lease rate $17.00

Time Period column: Set Term 1 (the first row) to 5 years and term 2 (the second row) to 5
years or check the "To End" box

Increase column: Enter the Annual Compounding Rate at 3.00%

The projection should look like this;

@ Projection Wizard

Description:

Entry Information
Unit'suit Mo.. 20 Sport's Affair

Base Rent

Entry Choice: § per Unit of Tenant's GLA per¥r

Projections
Start Date [ Time Periad
Paid Project i Entry Term “ear Marth To rs Mos Increase Cant. Proj.
Entry Using... Enl
Morthly ~ || stepped Proj. (Lease) < | $17.000 1 |vear1 ~llJan =] s ~llo =l 3.00%
2 |Yearg Jan W |5 =~llo =~

Press OK to return to the Revenue sub folder
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Recoverable Expenses

$8.00 per Unit of Tenant’s GLA per Yr paid monthly for 12 months then increasing at 3.00% compounding
per year for 9 years. Subject to a Recoverable Expense Stop of $9,500 per  month . This means that
the Tenant doesn’t pay any additional rent until the recoverable expenses exceeds $9,500 per month

Entering the Additional Rent
Select row with description: Recoverable Expenses
Select Entry Choice: "$ per Unit of Tenant's GLA per Yr"

Click on | Projection Wizard

which displays the Projection Wizard
Paid column: Select “Monthly for 12 months”

Project Entry Using... column:  Select "Annual Compounding”

Entry column: $8.00

Time Period column: select "To End" box

Increase column: Enter the Annual Compounding Rate at 3.00%

ONoOR~W N

The projection should look like this;

Projection Wizard
Entry Information

Unit'Suil Ma.: 20 Sport's Affair
Descriplion:  Recoverable Expenses

Entry Cholce: % per Unit of Tenant's GLA per Yr

Projections
_ | Start Date | Time Feriod
) Project To .
Paid | Entry Using,. | Entry | fear | anth | End | Vs | Moz | Increass CurtPrq
Monitiy for 12 Morths - || Anual Compounding = || sen0vesr1 ~|ldsn =] F 10 =ljo ]| 3.00%|

Press OK to return to the Revenue sub folder

Entering the Recoverable Expense Stop
1. Select the row with the Description: Recov. Exp. Stop

2. Click on Projection wizard

3. Amount column: Enter $9,500
4. Time Period column: check "To End" box

|which displays the Projection Wizard

The projection should look like this;

@ Projection Wizard

Entry Information
Unit'Suit Mo 20 Sport's Affair
Description:  Recoverable Expense Stop

Entry Choice:  Amount

Projections
[ Start Date Time Period
Paid Project : Amount Year Month To ¥rs Mas Increase Caont. Praj.
Entry Using... End
IMartthly ~ || constart (Fill Right) | $9500vear1 =l{Jan | & |10 =llo -]

Click OK to return to the Revenue sub-folder

1. Select the Rental Expenses sub-folder
2. From the drop down menu select tenant 1A Sport's Affair Retall
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1A Sport's Affair Retail |

1A Sport's Affair Retail +——
20 Sport's Affair

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

The Rental Expenses sub-folder should look like this;

|1A Sport's Affair Retail j Tenant's Gross Leasable Area 20,000 Sq. Ft

Expenses
Descrigtion Entry Choice Gty Year 1 Jan...
Expenszes paid by Landlord | § per Unit of Tenant's GLA per r j 20,000 $0.00
Leasing Fee Amourt ;l — m:

For this tenant the default entries are correct.

Unit 1A Sport's Affair Retail. Gross Leasable Area: 20,000 Sq. Ft

Expenses paid by Landlord
$9.40 per Unit of Tenant’s GLA per Yr paid monthly for 12 months then increasing at 3.00%
compounding per year for 9 years

Leasing Fee. Year 1 Jan $85,000

Following are the steps for entering the above information for tenant Unit 1A Sport's Affair Retalil

1.

Nouohkwh

Select row 1: 'Expenses paid by Landlord'

Click on | Erojection Wizard which displays the Projection Wizard
Paid column : Select “Monthly for 12 Months”

Project Entry Using... column:  Select "Annual Compounding”

Entry column: $9.40

Time Period column: Select the "To End" box

Increase column : Enter the Annual Compounding Rate of 3.00%

The projection should look like this;

[l Projection Wizard

Entry Information
UnitiSuit Mo 1A Sport's Affair R etail
Description:  Expenses paid by Landlord

Entry Choice: % per Unit of Tenant's GLA per YT

Projections
| Start Date Tirns Period
Paid Project h Entry Year Maonth To rs Maos Increase Cont. Praj.
Entry Using... End
Monthly for 12 Months = || Annual Compounding = | $940|¥ear1 <lfdan = W |10 =llo | 3.00%

Press the OK button to return to the Rental Expenses sub folder
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Entering Leasing Fee
1. Selectrow 2: 'Leasing Fee'
2. Enter $85,000 into grid for Jan Year 1

The screen should look like this;

Tenancy
Information

14 Sport's Affair Retail j Tenant's Gross Leasahle Area 20,000( Sg. Ft

Fevenue ]

Expenses
Descrigtion Entry Chaoice Gty Year 1 Jan...
Expenses paid by Landlord | $ per Unit of Tenant's GLA per ﬂ 20,000 $9.40
Leasing Fee Amourt | —— $ 55,000

Select 20 Sport's Affair from the scrolling menu

1A Sport's Affair Retail |

1A Sport's Affair Retail
20 Sport's Affair -s—

Follow these steps to enter and project the rental expenses
Enter Description: Expenses paid by Landlord
Entry Choice Column: "$ per Unit of Tenant's GLA per Yr

Press the button to add another row

Enter Description: "Leasing Fee"
Entry Choice Column: Select "Amount"

arw NRE

The screen should look like this;

|2EI Sport's Affair ;l Tenant's Gross Leasahble Area | 12,000 Sq. Ft

Expenses
Description Entry Choice Gty Year 1 Jan...
Expenses Paid by Landlord | $ per Unit of Tenant's GLA per ;l 12,000 $0.00

Unit 20 Second Floor Sport's Affair. Gross Leasable Area: 12,000 Sq. Ft
Expenses paid by Landlord
$8.50 per Unit of Tenant’s GLA per Yr monthly for 12 months then increasing at 3.00% compounding
per year for 9 years

Leasing Fee. Year 1 Jan $35,000
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Following are the steps for entering the above information for tenant Unit 20 Sport's Affair Office
1. Select Row Expenses Paid by Landlord

Click on | Erojection Wizard which displays the Projection Wizard
Paid column: Select “Monthly for 12 Months”

Project Entry Using... column:  Select "Annual Compounding”

Entry column: $8.50

Time Period column : Check "To End" box

Increase column: Enter the Annual Compounding Rate of 3.00%

Nouokrwdh

The projection should look like this;

[l Projection Wizard

Entry Information
UnitiSuit Mo 20 Sport's Affair
Description:  Expenses Paid by Landlord

Entry Choice: % per Unit of Tenant's GLA per YT

Projections
| Start Date Tims Period
Paid Project h Entry Year Maonth To rs Maos Increase Cont. Praj.
Entry Using... End
Monthly for 12 Months = || Annual Compounding = | §$850|¥ear1 <lfdan =l W |10 =llo | 3.00%

Entering the Leasing Fee
1. Select Row 2 'Leasing Fee'
2. Enter $35,000 into grid for Jan Year 1

The screen should look like this;

20 Sport's Affair ;I Tenant's Gross Leasahle Area 12,000 Sq. Ft

Expenses

Description Entry Chaoice Gty Year 1 Jan...
Expenses Paid by Landlord | § per Unit of Tenant's GLA per *r ;l 12,000 $5850
Leasing Fee Amount -l — § 35,000

Select the Financing tab

VACANCY Folder
This analysis assumes no vacancies
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FINANCING Folder

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

Year 1 January, $35,000, 10-year amortization, Interest Rate 8.00% Type: Standard Mortgage

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

Add Mnngage”Edit Mortgage ||De|ete Mortgage ||ru1mre|

Amount box: $35,000

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

Nominal Interest Rate box: 8.00%

No ok w

The mortgage dialog should look like this;

Mortgage Details Terms and Amortization Details
Analysis Period: Year 1 Jan 1o Year 10 Dec Mo of (Balloon) Terms | 1
[ Time Period [ Amodization
Commencing [Year1 | Month [January |
2 Waary Months Waary Months
Type  [Standard Mortgage -] Mo terest Rnte

11 10| 0| 10| 0| 8.000%

Arnount § 35,000 Interest Rate |Fived +

Description | Improvement Loan

Mortgage Settings
Payment Freguency |Mnn'|h1';| LJ

Additional PaymentsBomowing [

Payment Rounded |Up o Mearesi Cent ﬂ
Compounding Frequency |H|:In1hh" ﬂ
] 4 - | . Cancel | - Comments .
Compute
8. Pressthe o button

9. Press the OK button
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Tenant Loans
The landlord may lend money to the tenants for improvements and moving costs

Tenant loan by Landlord to tenant for leasehold improvements
Year 1 January $15,000, 5-year amortization, Interest Rate 8.00% Type: Standard Mortgage

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

Add Loan | move]

Amount box: $15,000

Description box: "Tenant Loan”
Time Period box: 5 Years
Amortization box: 5 Years
Nominal Interest Rate Box: 8.00%

The Mortgage dialog should look like this;

gk wN

Mortgage Details Terms and Amortization Details
Analysis Period: Year 1 Jan o Year 10 Dec Mo of (Balloon) Terms | 17
[ Time Period [ Amodization
Commencing [Year1 w| Month [January |
i ears Months ears Months
Type  [Standard Mortgage -] Mo terest Rnte

ol s o s o smm

Arnount § 15,000|Interest Rate |Fixed

Desgcription |Tenant Loan

Mortgage Settings
Payment Freguency |Mnn'|h1';| LJ

Additional PaymentsiLending [

Payment Rounded |Up o Mearesi Cent ﬂ
Compounding Frequency |H|:In1hh" ﬂ
o] 4 - I . Cancel | Comments
L =" | L= — | L =="" |

Note: At this point, if you entered any of the data incorrectly you could safely change it now, and press the
Compute button again once your finished

Compute

7. Pressthe button

8. Press the OK button
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The Financing Folder should now look like this;

Mortgage (Borrowsing}

| Description | Type Amount | Start Date
_meeovement Loan [standard Mortgage 35,000 Year 1 Jan

Add Mortgage | Edit Morigage | Delete Morigage | Move|
Tenant Loans
Descriotion | Typa | amount Start Date
Tenant Loan Standard Mortgage $15,000 ear 1 Jan
{Add Loan | |Edit Loan| Delete Loan| Move |

9. Click on the Termination tab
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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 $25,000

The Termination Expenses should appear like this;

Termination Expenses

Description Expenze
leanup and restoration costs 0
|| Add || Insert || Delete || Mg

Entering the Termination Costs
1. Expense column: $25,000

The Termination Expenses should now appear as;

Termination Expenses

Description Expenze
leanup and restoration costs F 25,000
|| Audd || Insert || Delete || h e

SAVE YOUR PROJECT

CHECKING YOUR ENTRIES
You can compare your project against the Investit example “ Lease Analysis Landlord Retail”
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