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MARKET FACTS
AT A GLANCE
•
•

•

The GTA industrial market’s vacancy rate
at 1.4% at the end of Q2 2020.
The GTA market’s availability rate rose to
3.3% in Q2 2020 as compared to 2.8% at
the end of Q1 2020.
Even with China’s supply chain shutdown,
industrial sector could be least affected
by the global pandemic. Manufacturing,
production, maintenance, supply chain
and e-commerce are still among the most
essential services.

•

Short term leases are expected to gain
traction.

•

Tenant competition likely to be intensified
in the coming quarters due to the recent
shutdown of all industrial construction
activities.

834 M

Inventory SF

11.4 M

Under Constr SF

9.8 M

12 Mo Net Absorp SF

1.4%

Vacancy Rate

$11.43

Market Rent/SF

$192

Market Sale Price/SF

4.9%

Market Cap Rate

www.LIDDRealEstate.ca

LESSON LEARNED
BY: JESSE MICAK

When most people think about being a tenant, they think of that
scary four letter word - RENT. Yes! Rent is important. Yes! The date
of your lease expiry is important.
With that said, I’d bet that your lease document has one page
dedicated to outlining your rental obligation and 50+ other pages
covering all of the other items mentioned above.
For example, LIDD was evaluating the warehouse optimization
for a client who was carefully reviewing a lease extension in their
current 170,000 SF facility, versus relocating across the city, into
a brand new 150,000 SF distribution center. We had successfully
found efficiencies in this operation that in the event of a warehouse
reset could reduce the footprint by 20,000 SF. In this case, it was
the roof in the new facility where the landlord was looking to profit
from. Prior to agreeing to a binding document on the new property,
the client asked the landlord to send them a copy of their standard
lease document.
The additional rent clause read as follows: “The tenant will be
responsible for contributing to a roof replacement fund in the
amount of $0.35 PSF/annum over the course of the lease term
to cover maintenance, repair and replacement of the roof, roof
membrane, roof deck and surrounding structure.”

standard landlord-tenant arrangement. In most cases the tenant
is generally responsible for roof repair and replacement expenses
through their additional rent payments.
What made this scenario so surprising is the fact that in the fine
print of this same lease document, tucked away on page 48, was
the following one liner:
“The roof, roof deck and roof membrane will be certified and
subject to a manufacturer’s and contractor’s warranty, free from
any latent material defect, for a period of Ten (10) years from the
date of installation and completion.”

150,000 SF lease X $0.35 PSF/annum = $52,500 x 10 year lease
= $525,000

In this case, the tenant was considering relocating to a new building,
with a new roof that was to be covered under warranty for 10 years.
At the same time, the landlord was looking to charge the tenant for
the roof replacement fund, when there was no material exposure to
the landlord of having to replace the roof.

Normally, this would not be a terribly surprising clause, because
depending on the market you are located in, the treatment of the
roof and roof membrane is likely subject to some type of industry

Hence your lease is a large document. Make sure you understand
what you have, and what you are signing up for. Material terms go
far beyond NET rent.

Some back of the napkin math revealed the following:

CASE STUDY

Company: CT Bakery Inc. is a private Canadian company
headquartered in Toronto, Ontario. Specializing in manufacturing
and distribution of frozen/ready-to-eat pastry products to Canada’s
largest retailers and quick serve restaurants across North America.
Challenge: As the world plunged headfirst into a global pandemic,
CT Bakery remained committed to growing their presence and
brand throughout Canada. To facilitate this growth, CT Bakery
wanted to expand their operations and secure an additional
facility in the GTA West region that would be used for large scale
warehousing, manufacturing, and distribution of ready-to-eat and
frozen baked goods.

Response: LIDD Toronto commenced an extensive search for
both off/on market opportunities in the neighboring GTA area (close
to CT Bakery’s headquarters). Facilities that possessed existing
freezer/cooler infrastructure, floor drains, and food manufacturing
equipment were pursued aggressively in the search.
Solution: After several buildings and aggressive negotiations,
LIDD Real Estate found the perfect building (50,000 SF) for CT
Bakery. While maximizing leverage with the landlord, CT Bakery
also maintained negotiations with the previous tenant in the space
to absorb their pre-existing temperature-controlled infrastructure
and food-related manufacturing equipment. This allowed CT Bakery
to seamlessly move into the space with little to no improvements,
kick starting their operation. A significant amount of rent abatement
was achieved in a facility that was already built out with drains, food
equipment and freezer/cooler space.
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