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A comparison as to reasons to rent or buy

 Benefits of Renting
 1. Low upfront costs.
 2. Ability to move – Flexibility.
 3. Expansion may be easier.

 4. Bringing in new Partners might be 
easier.

 5. Less risk. 
 6. Less responsibility.

 7. Tax Benefits – All lease payments 
ded.

 Benefits of Buying
 1. Equity Upside
 2. Control of your property
 3. Asset appreciation.
 4. Rental potential
 5. Tax Benefits.
 6. Lower monthly payments



SCENARIO 1
3,000 sf office – 2 suites 
(2,000 sf Tenant occupied, 1,000 sf Owner occupied - Owner Company pays 
rent to LLC)

Purchase price $555,000
Debt at 80/20 LTV $444,000
Cash outlay $111,000

Rent: $21 psf MG $63,000*
Property Expenses: $5 psf $15,000$
*Owner pays rent on the 1,000 sf space that they occupy – $21,000 per year.  

Financial Analysis 
Year 1 NOI @ $16 psf NNN $48,000
Debt Service @ 5.5% $36,651*
*(20 year amortization schedule, 10 year loan, P&I)

Year 1 Cash on Cash return $11,349
Year 1 Cash on Cash ROR 10.22%

Cap rate ($48,000/$555,000) 8.65%

Summary
Owner Out of Pocket $51,651
Rent RECEIVED @ $21 psf $63,000

Net gain $11,349*
*plus tax benefits, depreciation, etc. 

Comparison
Scenario 1 – 7 year hold

Leasing Buying
Upfront Costs ($3,000) ($51,651)
Recurring Costs ($180,000)(rent + esc)  ($351,557)
Tax Savings $20,000.00 $288,462
Gross Earnings 3.5% 0 $157,500
Principal Paydown 0 $61824
Rental Income 0 $441,000

Totals (163,000) $545,578



SCENARIO 2
3,000 sf office – 2 suites
(2,000 sf Tenant occupied, 1,000 sf Owner occupied – Owner company does NOT pay rent to LLC)

Purchase price $555,000
Debt at 80/20 LTV $444,000
Cash outlay $111,000
Rent: $21 psf MG $42,000*
Property Expenses: $5 psf $15,000

*Owner does NOT pay rent on the 1,000 sf space that they occupy, but still pays $5,000 in pro rata 
expenses from LLC

Financial Analysis
Year 1 NOI @ $16 psf NNN $27,000 Debt Service @ 5.5% $36,651*
Year 1 NET NOI ($9,651)
*(20 year amortization schedule, 10 year loan, P&I)

Year 1 Cash on Cash return ($9,651)
Year 1 Cash on Cash ROR (5.9%)

Cap rate ($9,651/$555,000) (1.73%)
Summary
Owner Out of Pocket

$9,651
Rent SAVED @ $21 psf $21,000*

*Assumes a competitive market rent at $21 psf MG

Net gain $11,349*
*plus tax benefits, depreciation, etc.



SCENARIO 3
2,000 sf office – Purchase vs. Rent

Purchase Price: $360,000*
*$180 psf purchase price

Debt @ 80/20 LTV $288,000
Cash outlay $72,000

Debt Services @ 5.5% $13,868*
Property Expenses: $5 psf $10,000
*(20 year amortization schedule, 10 year loan, P&I)

Total Yearly Cash Outlay – Purchase $23,868 Total Yearly Cash 
Outlay – Rent: $42,000*
*Assumes a competitive market rent at $21 psf MG

Total savings $18,132
Total Year 1 Cash on Cash ROR 25%

Net Gain $18,132*
*plus tax benefits, depreciation, etc.
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