COMMERCIAL REAL ESTATE CASH FLOW ANALYSIS \WORKSHEET

CoMMEercIAL ReaL EsTATE CASH FLow ANALYSIS W ORKSHEET: YOUR KEY
TO PROFITABILITY

INVESTING IN COMMERCIAL REAL ESTATE CAN BE INCREDIBLY LUCRATIVE, BUT IT'S ALSO NOTORIOUSLY COMPLEX. BEFORE YoU
JUMP INTO A POTENTIALLY MASSIVE INVESTMENT, YOU NEED A CLEAR PICTURE OF THE POTENTIAL RETURN. THAT'S WHERE A
ROBUST COMMERCIAL REAL ESTATE CASH FLOW ANALYSIS WORKSHEET COMES IN. THIS COMPREHENSIVE GUIDE WILL NOT ONLY
EXPLAIN WHY A CASH FLOW ANALYSIS IS CRUCIAL BUT ALSO WALK YOU THROUGH CREATING YOUR OWN POWERFUL
\WORKSHEET, HELPING YOU MAKE INFORMED DECISIONS AND MAXIMIZE YOUR PROFITS. WE'LL COVER EVERYTHING YOU NEED TO
KNOW TO CONFIDENTLY NAVIGATE THE WORLD OF COMMERCIAL REAL ESTATE INVESTMENTS.

WHY A CoMMERCIAL ReEAL ESTATE CASH FLOW ANALYSIS W ORKSHEET IS ESSENTIAL

INVESTING IN COMMERCIAL REAL ESTATE IS A SIGNIFICANT FINANCIAL COMMITMENT. UNLIKE RESIDENTIAL PROPERTIES, COMMERCIAL
PROPERTIES OFTEN INVOLVE MORE COMPLEX LEASE AGREEMENTS, OPERATING EXPENSES, AND POTENTIAL REVENUE STREAMS. A
SIMPLE GUT FEELING WON'T CUT IT, YOU NEED CONCRETE DATA TO ASSESS THE VIABILITY OF AN INVESTMENT. A WELL-
STRUCTURED CASH FLOW ANALYSIS WORKSHEET HELPS YOU:

IDENTIFY POTENTIAL PROFITABILITY: A WORKSHEET HELPS YOU QUANTIFY YOUR POTENTIAL INCOME AND EXPENSES, PROVIDING
A CLEAR PICTURE OF YOUR PROJECTED NET OPERATING INCOME (NOD AND CASH FLOW.

CoMPARE INVESTMENT OPPORTUNITIES: BY ANALYZING MULTIPLE PROPERTIES USING A CONSISTENT W ORKSHEET, YOU CAN
DIRECTLY COMPARE THEIR FINANCIAL PERFORMANCE AND CHOOSE THE MOST PROMISING INVESTMENT.

NEGOTIATE BETTER DEALS: A DETAILED ANALYSIS EMPOWERS YOU TO MAKE DATA-DRIVEN DECISIONS DURING NEGOTIATIONS,
POTENTIALLY SECURING A BETTER PRICE OR TERMS.

SECURE FINANCING: LLENDERS OFTEN REQUIRE A THOROUGH CASH FLOW ANALYSIS TO ASSESS THE RISK ASSOCIATED WITH A
LOAN APPLICATION. A PROFESSIONAL-LOOKING WORKSHEET STRENGTHENS YOUR APPLICATION.

MONITOR PERFORMANCE POST-PURCHASE: AFTER ACQUISITION, THE WORKSHEET BECOMES A VITAL TOOL FOR TRACKING
PERFORMANCE, IDENTIFYING AREAS FOR IMPROVEMENT, AND MAKING INFORMED MANAGEMENT DECISIONS.

CreATING YOUR CoMMERCIAL ReAL ESTATE CASH FLow ANALYSIS \W ORKSHEET: A
STeP-BY-STEP GUIDE

BUILDING YOUR OWN WORKSHEET IS EASIER THAN YOU MIGHT THINK. HERE'S A STEP-BY-STEP GUIDE FOCUSING ON THE KEY
ELEMENTS!

1. PROJECTING REVENUE

THIS SECTION FORMS THE FOUNDATION OF YOUR ANALYSIS. ACCURATELY ESTIMATE YOUR POTENTIAL RENTAL INCOME.
CONSIDER:

ReENTAL RATE PER UNIT: RESEARCH COMPARABLE PROPERTIES TO DETERMINE A REALISTIC RENTAL RATE.

OccuPANCY RATE: FACTOR IN POTENTIAL VACANCIES. A 95% OCCUPANCY RATE IS OFTEN A GOOD STARTING POINT, BUT
ADJUST BASED ON MARKET CONDITIONS AND THE PROPERTY'S ATTRACTIVENESS.

OTHER INCOME STREAMS: INCLUDE POTENTIAL REVENUE FROM PARKING, VENDING MACHINES, OR OTHER SOURCES.



2. ESTIMATING EXPENSES

THOROUGHLY DETAIL ALL POTENTIAL EXPENSES. THIS SECTION IS CRUCIAL FOR ACCURACY. INCLUDE:

PROPERTY TAXES: OBTAIN ACCURATE ESTIMATES FROM THE LOCAL TAX ASSESSOR’S OFFICE.

INSURANCE PREMIUMS: GET QUOTES FROM INSURANCE PROVIDERS COVERING PROPERTY DAMAGE, LIABILITY, AND OTHER RISKS.
MAINTENANCE AND REPAIRS: ALLOCATE FUNDS FOR ROUTINE MAINTENANCE AND POTENTIAL MAJOR REPAIRS. CONSIDER A RESERVE
FUND FOR UNFORESEEN CIRCUMSTANCES.

UTILITIES: ESTIMATE UTILITY COSTS <\X/ATER, ELECTRICITY, GAS) BASED ON HISTORICAL DATA OR REASONABLE PROJECTIONS.
PROPERTY MANAGEMENT FEES: IF USING A PROPERTY MANAGER, FACTOR IN THEIR FEES.

VACANCY Loss: ALLOCATE FUNDS TO COVER POTENTIAL PERIODS OF VACANCY.

3. CALCULATING NET OPERATING INcoMe (NOI)

NOI IS A CRUCIAL METRIC REPRESENTING YOUR PROPERTY'S PROFITABILITY BEFORE FINANCING COSTS. CALCULATE IT BY
SUBTRACTING ALL OPERATING EXPENSES FROM YOUR TOTAL REVENUE.

4. ANALYZING DesT Service (IF APPLICABLE)

IF FINANCING THE PROPERTY, CALCULATE YOUR MONTHLY MORTGAGE PAYMENT (PRINCIPAL AND INTEREST), PROPERTY TAXES,
AND INSURANCE. SUBTRACT THIS DEBT SERVICE FROM YOUR NOI| TO DETERMINE YOUR BEFORE-TAX CASH FLOW.

5. DETERMINING AFTER-TAX CAsH FLow

FINALLY, ACCOUNT FOR INCOME TAX IMPLICATIONS. THIS REQUIRES CONSIDERING DEPRECIATION AND OTHER TAX DEDUCTIONS.
CONSULT WITH A TAX PROFESSIONAL FOR ACCURATE CALCULATIONS.

6. Key MeTrICS TO TRACK

BEYOND RAW NUMBERS, TRACK KEY METRICS LIKE: CAPITALIZATION RATE (CAP RATE), RETURN ON INVESTMENT (ROI), AND
CAsH-oN-CASH RETURN. THESE PROVIDE VALUABLE INSIGHTS INTO THE INVESTMENT'S PERFORMANCE AND POTENTIAL.

SOFTWARE AND TOOLS TO HELP

W/HILE A SPREADSHEET LIKE EXCEL OR GOOGLE SHEETS IS SUFFICIENT FOR A BASIC CASH FLOW ANALYSIS, SEVERAL SOFT\W ARE
OPTIONS PROVIDE MORE ADVANCED FEATURES, INCLUDING:

ReEAL ESTATE INVESTMENT SOFTWARE: THESE PLATFORMS OFTEN OFFER BUILT-IN CASH FLOW ANALYSIS TOOLS AND OTHER
FUNCTIONALITIES FOR PROPERTY EVALUATION.

SPREADSHEET TEMPLATES: NUMEROUS TEMPLATES ARE AVAILABLE ONLINE THAT YOU CAN CUSTOMIZE TO FIT YOUR SPECIFIC
NEEDS.

CoNcLUSION

A COMMERCIAL REAL ESTATE CASH FLOW ANALYSIS WORKSHEET ISN/TJUST A HELPFUL TOOL, IT'S AN ABSOLUTE NECESSITY
FOR ANYONE SERIOUS ABOUT INVESTING IN COMMERCIAL PROPERTIES. BY CAREFULLY PROJECTING INCOME AND EXPENSES, YOU
CAN ACCURATELY ASSESS THE FINANCIAL VIABILITY OF ANY INVESTMENT AND MAKE INFORMED DECISIONS THAT MAXIMIZE YOUR
POTENTIAL FOR PROFIT. REMEMBER TO REGULARLY REVIEW AND UPDATE YOUR WORKSHEET AS MARKET CONDITIONS CHANGE AND



YOUR PROPERTY'S PERFORMANCE EVOLVES. A DATA-DRIVEN APPROACH IS YOUR KEY TO SUCCESS IN THE WORLD OF
COMMERCIAL REAL ESTATE.

FREQUENTLY Askep QuEesTIoNs (FAQS)

1. CAN | USE A SIMPLE SPREADSHEET FOR MY CASH FLOW ANALYSIS? YES, A SPREADSHEET LIKE EXCEL OR GOOGLE SHEETS
IS PERFECTLY ADEQUATE FOR A BASIC ANALYSIS, ESPECIALLY WHEN STARTING OUT.

1. How OFTEN SHOULD | UPDATE MY CASH FLOW ANALYSIS? AT LEAST ANNUALLY, BUT MORE FREQUENTLY IS BETTER,
ESPECIALLY IN VOLATILE MARKET CONDITIONS. QUARTERLY UPDATES ARE RECOMMENDED.

1. WHAT IF | DON'T HAVE HISTORICAL DATA FOR CERTAIN EXPENSES? USE INDUSTRY BENCHMARKS AND REASONABLE
ESTIMATES BASED ON COMPARABLE PROPERTIES. |T'S BETTER TO HAVE AN INFORMED ESTIMATE THAN NO DATA AT ALL.

1. IS THERE A STANDARD FORMAT FOR A COMMERCIAL REAL ESTATE CASH FLOW ANALYSIS WORKSHEET? THERE ISN'T A
UNIVERSALLY MANDATED FORMAT. HO\X/EVERI THE KEY ELEMENTS——REVENUE PROJECTIONS, EXPENSE ESTIMATES, NO|,
DEBT SERVICE, AND AFTER-TAX CASH FLOW—SHOULD ALWAYS BE INCLUDED.

1. SHOULD | CONSULT A PROFESSIONAL FOR HELP WITH MY CASH FLOW ANALYSIS? FOR COMPLEX INVESTMENTS OR IF YOU
LACK EXPERIENCE, CONSULTING A REAL ESTATE PROFESSIONAL OR FINANCIAL ADVISOR IS HIGHLY RECOMMENDED. THEY
CAN PROVIDE VALUABLE INSIGHTS AND ENSURE THE ACCURACY OF YOUR ANALYSIS.

ADDITIONAL RESOURCES

COMMERCIAL REAL ESTATE CASH FLOW ANALYSIS WORKSHEET

Commercial Real Estate Cash Flow Analysis Worksheet

Commercial Real Estate Cash Flow Analysis Worksheet
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