The Do’s & Don’ts of I&E Forms

Owner of Property is also the Tenant-check to make sure this is not a situation where the owner is paying himself rent.

Building Area – Use what they state on the form.  If very different, put aside to review.  If no sizes are given use the building area stated on the cama system.

Lease Years:  If the lease start date is very old, 20-30 years, you may not want to use it.  If you do, make sure you acknowledge the year the lease began.

Apartment break down – If no breakdown of unit type is given, use what is in the system.  If there is nothing in the system, use the breakdown listed below.

Eff. – 400-600 SF

1 BD – 600-800 SF

2BD – 800-1100 SF

3BD – 1100-1400 SF

4BD – 1400+over SF

Sale Price – Use to determine Cap Rate if it is within two to three years of the valuation date.  Make sure all income and Expenses are included when deriving the cap rate.  If older leases the cap rate may not reflect current market value.
Expenses



-  Reasonable ratio percentage guidelines of EGI.




- Management – 4-6%




- Insurance – 3-5%

                                    - Maintenance – 7-10%




- Utilities – 5-10% 

- Reserves – 3-5%



- Legal – 1-2% 



- Trash & Snow Removal – 3-5%



- Leasing Fees – 1-2%



- Payroll & Supplies – 5%

- Non-Allowable Expenses 

- Real Estate Taxes (tax factor in cap rate)



- Depreciation



- Mortgage Interest


- Amortization
Lease Type



NNN- 0-15% Ratio

AN- 16-24% Ratio

Net-
25-34% Ratio

Gross- 35%- and over Ratio

Does not include Taxes, built into Cap Rate

Sample Lease Type Guidelines 
NNN- 0-15% Ratio, includes Management, Insurance, Legal and Reserves.  Typically Industrial Buildings.

AN- 16-24% Ratio, includes Management, Insurance, Legal, Reserves and some portion of all other expenses,  Typically Retail Buildings. 

Net-
25-34% Ratio, includes all expenses except all or sum forms of heat.  Typically Office Buildings.

Gross- 35%- and over Ratio includes all expenses.  Typically Apartment Buildings.

