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CASE STUDY  

VALUING A MULTI-TENANT INVESTMENT PROPERTY FOR DISPOSAL

DESCRIPTION 

 

This case study demonstrates how to assess the value of a multi-tenanted commercial property currently held 

as part of portfolio of investment properties. The owners intend to sell this property and the assessment of 

value will determine its reserve price at auction. 
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SCENARIO 

 The property is a 4 story commercial building in a Sydney suburban office market. 

 The property is located close to rail and road links and is well serviced with tenant amenity. 

 The subject site area is 2,000sqm with about 4,400sqm of NLA and is almost fully leased. Tenants 

have been secured for vacant areas, some to commence post-valuation date. 

 The commercial space is leased to various lessees who are considered strong covenants. 

 The building commenced a major refurbishment last year, its last major refurbishment more than 10 

years ago. The refurbishment programme is still ongoing, timed to coincide with the starts of 

tenancies. 

INPUTS 

PREFERENCES 

 General > Regional Settings 

o Currency = $AUD 

o Stamp duty = NSW 

o Input Number Format = Sqm 

 General > Cash Flow Periods 

o Number of years  = 10 

o Cash flow activity occurs at = Middle of Month (15th day) 

o Financial Year End = June 

 Calculations > Rent Review 

o Market Rents = Entered as per Current Tenant Lease Type 
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INTRODUCTION 

 Project Name   Divestment Strategy 

 Property Name   Links Building 

 Project Number   001 

 Property Type   Commercial 

 Interest Valued   Freehold 

 Valuation Date   1/1/2011 

 Purpose of Valuation  Disposal 

 Instructions   To value the property on a Market Value basis 

 Prepared by   Your Name 

 Prepared for   Training 

SETUP 

PURCHASE AND SALE 

 Date of First Period  1/1/2011 

 Acquisition inputs are not relevant for this case study 

 Selling Costs   1.5% 

 Disposal Date   31/12/2020 

USES 

 
Code Description Added to NLA? Unit of Input 

 
Capitalisation Rates 

Current Terminal 

COM Commercial Y /sqm or unit p.a. 8.50% 8.75% 

CAR Car parking N /unit per month 8.50% 8.75% 

STR Storage N Per month 8.50% 8.75% 

VAC Vacant Y /sqm or unit p.a. 8.50% 8.75% 

ESCALATION PROFILES 

 CPI   3.00% 

 Fixed 1   3.50% 

 Fixed 2   3.75% 

CAPITALISATION AND DCF 

 Capitalisation rate sensitivity    ±0.25% 

 Long Term Vacancy Allowance    8.00% 

 Discount rate for Bonus Rent    8.75% 

 Discount rate for Rental Shortfalls    8.75% 

 Months of Capex to deduct from Capital Value  12  

o Discount?  ‘Y’ 

 Months of Letting Up to deduct from Capital Value  12 

 Discount Rate (Target IRR)    10.50%    

o Sensitivity  ± 0.25% 

 Terminal Capitalisation rate sensitivity   ± 0.25% 

 Long term vacancy allowance    8.00% 
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OTHER INCOME 

 Description    Signage 

 Income for the first month  $2,500 

 Capitalisation rate   8.00% 

 Escalation profile   Fixed 1 

TENANTS WORKSHEET 

Use ‘Add Tenant Rows’ to insert 8 more rows. 

 

Enter in the following inputs: 
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OUTGOINGS WORKSHEET 

 

CAPITAL EXPENDITURE WORKSHEET 

 

  



Case Study: Valuing A Multi-Tenant Investment Property For Disposal 

Page   7 

REVIEW RESULTS 

CAPITALISATION SUMMARY 

As a manual input, enter a ‘Letting-up’ allowance (as a formula of 6 months’ rent) 

 

What are the capital values calculated at the bottom of the Cap Summary sheet for each valuation 

method? These indicate what the value of the property is based on its current (passing) income, its 

income if any vacancies were fully leased, its income if all leases were at market rent and its market 

income with any adjustments for shortfalls and overage. Therefore it is a one basis the owner can use to 

determine a suitable reserve price. 

 

DCF 

Click the [Purchase Price] button to calculate desired purchase price at the target IRR. 

What value is calculated in the ‘Nominated Purchase Price’ at the bottom of the DCF? – 

This indicates what a potential purchaser would pay for this property given a desired 

IRR of 10.50%. Therefore it is another basis the owner can use to determine a suitable 

reserve price. 
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EXECUTIVE SUMMARY 

The Executive Summary provides a snapshot of the key results of the two valuation methods –DCF and 

Capitalisation – along with a summary of the key metrics of the property, such as vacant area, weighted 

lease duration, top 3 tenants, etc. 

It also allows the user to indicate a final valuation for the property. 

Press the [Adopted Value] button and select the appropriate valuation method that you have selected for 

this property. It was decided that the DCF valuation was to be adopted, select ‘DCF Value’ and press 

[Apply]/ 

 

 

 


