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NOTES ON COMPLETING THE LEASE MARKET COMPARISON ANALYSIS

It is required that all lease transactions undergo an appropriate due diligence evaluation including an assessment of the fair market rent of the lease based on the terms and conditions negotiated.  To arrive at that assessment, one must look at the spaces available in the market for the current space requirement, and particularly how the chosen premises compare with recent lease transactions in the market place.

The second page provides a table you may use to compare lease transactions and assess whether the proposed lease is on market terms.  Please add any other relevant issues as you see fit or feel free to use a different form of your choosing, provided it is clear and contains the essential considerations in the attached form.  

The following notes apply to 

Section I. A. Qualitative Description of Lease Transactions of the attached Market Comparison table.  

(1) Generally a minimum of three non-UC transactions (consummated leases, not listings) is essential to establish an opinion of fair market rent.

(2) Make sure the proposed lease and the comparable leases have the same expense basis, otherwise state the operating expenses the tenant pays under each lease.

(3) If rent increases are based on CPI, state the CPI rate assumed in comparing the proposed and comparable leases.

(4) State any concessions, i.e., 3 months free rent.

(5) Qualify tenant improvement work and how it is being paid for.

(6) How does the proposed lease compare with comparable spaces?  Is the value of the improved space comparable?  Amenities?  Location?

(7) It is acceptable to pay above market rents as long as the justification can support why a more economical location was not appropriate.

Section I. B.  Prepare Quantitative Calculations (Adjustments) that convert the Qualitative analysis above into $/rsf/year to arrive at an Effective Annual Rental Rate.
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COMPLETE I. AND II. – use additional pages as needed
I.   MARKET COMPARISON 
	
	Proposed Lease
	Comparable Leased Premises(1) 

	
Address:

Commencement Date: 

Rentable Square Feet (rsf):

                       
Initial Term (Years):
	

	

	

	


	Initial Annual Base Rental Rate (per rsf)      

(Excluding rent concessions) 
	$
	$
	$
	$

	A.   QUALITATIVE DESCRIPTIONS OF LEASE TRANSACT.
	
	
	
	

	Lease is gross/net/full service/other ____________ 
	
	
	
	

	If modified gross or net:   State Annual Operating Expense Estimate payable by Tenant(2)
	
	
	
	

	Rent Escalations(3)
	
	
	
	

	Rent Concessions(4)
	
	
	
	

	Estimate of Total TI Construction(5)

· TI Allowance paid by Landlord

· TIs paid by Tenant (cash)

· TIs paid by Tenant as Additional Rent (include Interest rate)
	
	
	
	

	Condition of Premises; Amenities; Location; Time; Others(6)

	
	
	
	

	B.
QUANTITATIVE CALCULATIONS (ADJUSTMENTS) TO THE QUALITATIVE DESCRIPTIONS ABOVE:
	
	
	
	

	Average Annual Rent over initial term including Rent Escalations, but minus Rent Concessions
	$
	$
	$
	$

	Adjust for Operating Expenses as necessary
	
	
	
	

	Adjust for TIs paid by Tenant in cash or as Additional Rent amortized over initial term of Lease.  Adjust for varying amortization schedules or any penalties by using Present Value Calculations.   
	
	
	
	

	Adjust for Location, Quality of Space, Amenities, Others
	
	
	
	

	Time – (adjust for ‘older’ comps, recent market trends, etc.)
	
	
	
	

	C.     EFFECTIVE ANNUAL RENTAL RATE / rsf
	
	
	
	


II.
MARKET CONCLUSION (and RATIONALE if lease rate is higher than market rate) (7): 

Use additional pages as needed.
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