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Double Whammy 
Is Coming.

What Should Office 
Tenants Do?

The Denver/Boulder Office Market 
favors Landlords. Inflation is coming. 
But Tenants can defend themselves 
by taking five critical steps.

Supply and demand dictate the mar-
ket. Construction cranes are few; supply 

is shrinking. New build-
ings won’t help, as they’ll 
likely be Class A proper-
ties, pushing rental rates 
higher. For the next three 
to five years, Tenants can 
expect increasing rental 
rates. With inflation arriv-
ing, Tenants will get dou-

ble whammied because Landlords’ pass-
through operating expenses will jump.

Spaces below 1,500 RSF will be 
harder to find, especially in Class A 
or B buildings with floors larger than 
20,000 RSF. Smaller spaces on large 
floors are often unworkable “bowling 
alleys.”  Vacant spaces above 20,000 RSF 
will gradually disappear.

Tenants should take five critical 
steps...

• Lease Term: Go five or seven years; 
or expect huge rent increases when 
3-year leases expire.

•	 Tenant Improvement Allowance: 
Longer leases encourage Landlords to 
grant higher allowances; construction 
costs will suffer inflation, so Tenants 
will need more TI dollars.

•	 Cancellation Option: Request after 
Year 3 or Year 5; not easy to get.

•	 Expansion Rights: Request rights on 
adjacent spaces or floors. Otherwise, 
to obtain enough expansion space, 
Tenants may be forced to relocate.

•	 Operating Expenses: Get reasonable 
year-to-year “caps”; don’t get greedy.

William Gary has expertly negoti-
ated over 350 leases as a Tenant 
Representative, guiding Tenants to get 
the best results. Consult Will at 303-294-
0277 or wgary@MacLW.com.

A lease audit is an 
invaluable tool that 
identifies billing errors 
that are, unfortunately,  
all too common in  
commercial real estate 
leases. Here are a  
couple of examples of 
how a recent audit that 
our firm conducted 
saved the tenant signifi-
cant sums of money:

A tenant leased 
200,000 square feet of 
space in a 1,200,000 
square foot office build-
ing.  The office building 
was part of a 3,000,000 
square foot mixed use 
complex that included 
retail stores, a hotel, a supermarket, and a 
parking garage.  The tenant had recently 
seen a large increase in operating expens-
es and real estate taxes.  Being concerned 
about the accuracy of these expenses, the 
tenant engaged our firm to verify the land-
lord’s records.

Audit Findings
The audit revealed that the landlord had 

made several errors.  First, real estate taxes, 
which should have been charged to the 
parking garage, were charged to the office 
building.  The reason? If real estate taxes 
are charged to the parking garage, the land-
lord would not be reimbursed, whereas 
when they are charged to the office build-
ing, the tenants in the building reimburse 
the landlord.

Second, the property was managed by 
an affiliate of the landlord.  The lease stated 
that if a management fee was paid to an 
affiliate of the landlord it could not exceed 
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the amount that would 
be paid to a third-party 
property manager.  In 
spite of this limitation, 
the landlord/manager 
charged a management 
fee, approximately 
twice the market rate 
being paid to third-par-
ty managers.  

Third, the lease stat-
ed that no expenses for 
personnel above the 
level of property manag-
er would be charged to 
the office building.  The 
landlord had hired an 
on-site general manager 
to oversee the opera-
tions of this mixed use 

complex in addition to managing addi-
tional properties owned by the landlord 
in another city.   The compensation paid to 
the general manager was well beyond the 
amount that would be paid to a property 
manager for this specific complex. 

Savings to Tenant
  
As a result of our audit, the landlord 

agreed to three financial concessions:  1) 
eliminate real estate taxes associated with 
the parking garage, 2) reduce the manage-
ment fee from three percent to one and 
one-half percent, and 3) adjust the payroll 
expense to reflect the proper cost that 
would be incurred for a property manager.  
The audit resulted in savings to the tenant 
of $801,000 over a two-year period.

When an audit uncovers major errors 
that would require reimbursement, the 
landlord often becomes creative in how it 
justifies the overbilling.  In another recent 

Lease Audits for Fun and Profit  
By Paul Stevens, Founder
P.  Stevens Associates, Inc.

Weymouth, Massachusetts USA

B elieve it or not, corporate tenants often spend more time and 
money matching up purchase orders and paying for bottled water 
than they spend making sure that their rent expense (most likely 

the second highest company expense after personnel) is correct.   

William Gary
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Turn Your Building into Cash  
with Sale/Leasebacks

In the public sector, Sale/Leasebacks 
are situations in which a municipality or 
other government entity transfers a prop-
erty it owns through a sale for cash and 
simultaneously executes a lease on the 
same property. Sale/Leasebacks are both 
a financial and real estate transaction 
that allow a community, county, or state 
government to capitalize on its credit-
worthiness.

Why Communities Use Them

Sale/Leasebacks allow a community to 
productively use the capital that would 
otherwise remain locked up in its real 
estate assets. If a community believes it 
could better use the capital 
tied up in a city hall build-
ing or other properties for 
improvements to the commu-
nity or for other financial obli-
gations, Sale/Leasebacks could 
be extremely helpful.

Often communities are 
surprised to discover that 
the value of their real estate 
equity and cash from Sale/
Leasebacks can be used to 
finance new public facilities, 
make improvements to exist-
ing ones, or upgrade com-
munity infrastructure.  Sale/
Leasebacks have also proven 
effective in bridging budget 
gaps and increasing bond ratings and 
capacity. Notably, the capital from Sale/
Leasebacks can be used in any way the 
community wishes. In today’s economy, 
this flexibility can be critical.

How Sale/Leasebacks Work

By way of example, let’s say a coun-
ty requires funding for the renovation 
of a county building and courthouse 
of approximately 100,000 square feet. 
A Sale/Leaseback transaction to obtain 
funds needed for the municipal improve-
ments includes the following steps:
• The county would sell the property to 

a financial institution for more than its 
value would be without a county lease.

• The county would sign a 30-year 

T he question of funding public and private sector projects is often a 
challenging one, given the current fiscal environment, but a powerful 
tool is often overlooked: Sale/Leasebacks.  

tages over bond financing because they:
• Eliminate the cost of an election and 

advertising.
• Avoid the risk of voter disapproval of 

the referendum.
• Replace the repayment of bonds  

and fluctuating interest rates with  
predictable monthly payments.

• Sidestep the slow bond issuance  
process with its various overhead and 
hidden costs.

• Circumvent complex trustee, compli-
ance, and insurance fees.

• Provide uninterrupted possession of a 
property with a leasehold interest.

Unlocking Corporate Assets

For decades, Fortune 500 corpora-
tions have used Sale/Leasebacks as a 
financing vehicle for a variety of rea-

sons.  Corporate executives 
have long viewed the sale 
and subsequent leaseback of 
their facilities as a means of 
accomplishing specific finan-
cial objectives.

This process allows the 
corporation to sell brick, mor-
tar, and dirt for a price in 
excess of their unleased value.  
If a company wishes to show 
increased productivity, Sale/
Leasebacks could be very 
helpful.  Many corporations 
measure their productivity by 
calculating a return on assets.  
Sale/Leasebacks also poten-
tially allow the corporation to 

reduce the assets shown on their balance 
sheet. Consequently, the corporation’s 
rate of return (earnings divided by assets) 
increases if the assets decline.

Another corporate purpose for Sale/
Leasebacks may be to avoid a takeover 
by another corporation.  A prime moti-
vator in certain takeovers is the unreal-
ized value of a corporation’s real estate, 
which is often estimated at 30 percent of 
the net worth of American corporations. 
Sale/Leasebacks may diminish the appeal 
of a takeover.

For some corporations, the objective 
for Sale/Leasebacks is simply to show 
increased earnings, which is accom-
plished by converting equity in the 

By Ronald R. Pollina, Ph.D. & President
ITRA Global / Pollina Corporate Real Estate, Inc. 

Chicago, Illinois USA

lease with the financial institution in 
exchange for the cash payments.

• The entire financing process would 
be concluded within 60 - 120 days at 
minimal cost and risk.

• The financial institution would collect 
the rent specified in the agreement 
while the county would gain budget-
ary stability with established rent costs 
for 30 years.

• The county would use the proceeds 
from the sale to make renovations to 
the county building and courthouse 
and use any residual amount for other  
county expenses/improvements or 
investment purposes.

Sale/Leasebacks vs. Bond Financing

Traditionally, communities raise funds 
by issuing bonds. Sale/Leasebacks are 
not intended as a replacement for issu-
ing bonds but as an alternative to be 
used when and where appropriate.  
As is the case with bond financing where 
the community must pay off the bond, 
the community must make lease pay-
ments in a Sale/Leaseback transaction.

The county could, in the above exam-
ple, invest a portion of the money it 
received from the sale of the county 
building and courthouse. The income 
from this investment could then be used 
to reduce rental payments.

Sale/Leasebacks also have other advan- Continued on page 5



· ITRA Global/Stagman Commercial 
Real Estate Advisors represented 
AVM, L.P. on a 27,897 square foot 
office lease in Boca Raton, Florida.

· ITRA Global/Hume Myers Tenant 
Counsel represented LaCie, LTD on 
a 51,307 square foot office/assembly/
warehouse lease in Tigard, Oregon.

· ITRA Global/Michigan Commercial 
Space Advisors represented West 
Michigan Group, LLC on a 27,825 
square foot office lease in Grand 
Rapids, Michigan.

· ITRA Global/Corporate Real Estate 
Advisors represented Stibo Systems 
on a 21,224 square foot office lease in 
Atlanta, Georgia.

· ITRA Global/Compass Commercial, 
LLC and Rosen Realty Group repre-
sented the Leukemia & Lymphoma 
Society on a 7,367 square foot office 
lease in San Jose, California.

· ITRA Global/Carrie S. Holstead 
Real Estate Consultants, Inc. and 
PG Commercial Real Estate, Inc. 
represented Veolia Water Solutions 
and Technologies North America, Inc. 
on a 12,484 square foot office lease in 
Pennsauken, New Jersey.

· ITRA Global/Rosen Realty Group 
represented Mozilla Firefox on a 
21,046 square foot office lease in San 
Francisco, California.

· ITRA Global/The Stevens Group 
and Compass Commercial, LLC 
represented Orlans Moran, PLLC on 
an 8,441 square foot office lease in 
Waltham, Massachusetts.

· ITRA Global/Corporate Realty 
Advisors represented MIND Research 
Institute on a 36,011 square foot office 
lease in Irvine, California.

 

Office, Industrial  
and Retail Facilities

•	 Regional, National,  
International Headquarters

• Research & Development
• Life Sciences
• Warehouse / Distribution
• Manufacturing

Real Estate  
Market Analysis

•	 Acquisitions
• Dispositions
• Lease Renewals

Negotiations

•	 Proposals
• Leases
• Dispositions
• Acquisition Contracts
• State & Local Incentives
• Sale / Leasebacks
• Work Letters
• Operating Expense  

& Tax Audits
• Architectural / Engineering   

Contracts
• Developer Agreements

State & Local
Incentive Negotiations

•	 Statutory and  
Negotiated Incentives

• Cash Grants
• Infrastructure
• Tax Credits and Abatements
• Workforce Grants and Training
• Subsidized Land and  

Building Costs

Lease Management

•	 Lease Abstracting
• Financial Reports
• Tax & Operating Expenses

Strategic Planning

•	 Model Development
• Acquisition/Consolidation Analysis
• Policies & Procedures Manuals
• Space Planning

Location Analysis

• Labor Market Analysis
• Transportation Costs
• Utility Costs & Availability
• Quality of Life
• Taxation
• Market Accessibility

Financial Analysis

• Buy vs. Lease
• Build-to-Suit
• Equity Participation
• Sale / Leasebacks

Surplus Property Analysis

•	 Marketability
• Highest & Best Use
• Disposition Strategies

Project Management

•	 Needs Assessment
• Project Budget Management
• Selection and Oversight of  

Design Team Contractors  
and Vendors

• Move Coordination
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Services
The

Advantage

Select 
ITRA Global
Transactions



Three new companies have been 
selected as affiliates of ITRA 
Global, one of the world’s largest 

organizations dedicated to representing 
tenants and occupiers of commercial real 
estate. The new affiliates in the western 
United States are:
• ITRA Global Los Angeles / Mazirow 

Commercial, Inc. is a well-estab-
lished exclusive tenant representa-
tive firm that was launched in 2002. 
Sheryl Mazirow, CCIM, founder and 
principal of the firm, has specialized 
in tenant representation services for 
30 years and previously worked for 
Grubb & Ellis. She has been recognized 
for her professional success in the 
prestigious “Women of Influence in 
Commercial Real Estate in Southern 
California” by Real Estate Southern 
California Magazine, and was selected 
to receive the San Fernando Valley 
Business Journal Executive of the 
Year award and Woman of the Decade 
award. Mazirow also holds the cov-
eted Certified Commercial Investment 
Member designation from the CCIM 
Institute. Visit Mazirow Commercial, 
Inc.  at www.tenantadvisory.com. 

• ITRA Global Orange County / Cor-
porate Realty Advisors is led by Jeff 

Tabor and David Coe. The company 
was founded in 1993 by Tabor after 
leaving Grubb & Ellis, where in 1992 he 
was the top broker in Orange County. 
Coe worked with a major Southern 
California real estate developer and 
later with Grubb & Ellis in the South 
Bay Area. Corporate Realty Advisors  
was built on the concept that clients 
have a fundamental right to have a 
team on their side of lease negotiations 
to solve their facility needs in a manner 
that is focused, coordinated, and direct-
ed by one group with sole accountability.  
Visit Corporate Realty Advisors at  
www.tenantrepspecialists.com. 

• ITRA Global Salt Lake City / Logical 
Move is the only exclusive tenant rep-
resentative firm in the state of Utah 
and was established in 2010. Timothy 
Sleeper, founder and principal of the 
firm, has over 10 years of experience in 
commercial real estate. He has forged 
a reputation of honesty, integrity, and 
transactional creativity in actively pur-
suing and defending the priorities of his 
clients. During his career, Sleeper has 
helped companies and investors lease 
or purchase over $50 million in prop-
erty across the country. Visit Logical 
Move at www.logicalmoveutah.com.

ITRA Global Continues Its 
Expansion in North America
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audit, the lease stated that if the landlord 
used an affiliate to manage the property, 
the affiliate could not be paid more than 
what a third-party would be paid.  The 
landlord had charged the tenant a man-
agement fee of three percent, whereas 
third-party managers were being paid one 
percent in the local market.  

The landlord responded to our audit 
with this comment: “The San Francisco 
commercial real estate market is domi-
nated by REITs. It is well established in 
the local market that REITs charge higher 
management fees than full-service firms 
since the fee is a source of profitability 
for each property management assign-
ment. Even a cursory evaluation of REIT 
fees typically charged for Class A office 
buildings would show that the three 
percent fee is within the range charged 
by most other REITs operating in Greater 
San Francisco.  Your argument of a third-
party fee in the range of one percent is 
not practical.  This fee is comparable; it 
is not possible to demonstrate that it is 
inappropriately so.”

Landlord Accountability
Obviously the landlord didn’t care 

about what the lease permitted, only 
about its internal financial goals.  However, 
as a result of this audit, our firm negoti-
ated a decrease in the management fee 
to one and one-half percent, saving the 
tenant $425,000 over the lease term.

So, what strategy should a tenant 
generally pursue with a landlord?  The 
same one that President Reagan used on 
nuclear disarmament with the Soviets: 
“Trust, but verify.”

Our firm, like ITRA Global affiliates, 
only represents tenants, not landlords, so 
we have no conflicts of interest and can 
help tenants with verification. We can 
also work closely with ITRA offices to 
help advocate the client’s best interests, 
starting with the draft lease and con-
tinuing with a no-cost annual review of 
tenant expenses to determine if an audit 
would be advisable. 

Conclusion
Our team can help tenants deal with 

overbilling and contract disputes in three 

key ways. First, we assist a tenant during 
the lease negotiation process to ensure 
that the tenant is protected with the best 
possible lease language regarding operat-
ing expenses, real estate taxes, and audit 
rights.  No tenant is too small to ask for 
and receive the help of our company.

Second, we believe that a base year 
audit is the most important tool that a ten-
ant can use to identify and contain costs. 
We make sure that the base year expenses 
are correct, verify that the lease accurately 
documents the methods used by the land-
lord when calculating these expenses, 
and ensure that expenses for future years  
are determined using the same methods. 

Third, our firm also performs a future 
year audit to make sure that the tenant 
is only being charged for the expenses 
permitted by the lease and in concert 
with how the base year expenses were 
determined.

Together, P. Stevens Associates, Inc.  
and ITRA Global can minimize real estate 
expenditures and enhance the bottom 
line of any corporate tenant. 

form of buildings with little or no debt 
into cash that may be needed for busi-
ness expansion or other purposes.  Sale/
Leasebacks provide an opportunity to 
raise cash while maintaining operating 
control of the property as if the property 
were still owned by the corporation.

Conclusion

Sale/Leasebacks may not be the proper 
or right financing solution for all public 
or private sector entities, especially those 
that have encountered credit problems or 
experienced a major decline in business. 

To determine if Sale/Leasebacks are a 
feasible or optimal option, it is essential 
to engage the assistance of experienced 
real estate negotiators with no conflict 
of interest to work with your real estate, 
legal, and financial departments or con-
sultants.  Such a team, like the one estab-
lished within ITRA Global, will be utilized 
for an initial evaluation and subsequent 
negotiation of the property purchase con-
tract and long-term lease. 

ITRA Global affiliates maintain a nation-
al network of institutional investors, fam-
ily trusts, and individual investors who 
are Sale/Leaseback buyers. Engaging a 
specialist to guide the process will ensure 
that the right buyer, one that is willing 
and able to pay the maximum price and 
provide the most flexible lease terms, is 
always found.

Sale/Leasebacks  Cont. from pg. 2
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ITRA Global provides corporate real 
estate services for tenants and buyers 
throughout the world.

9233 Park Meadows Drive, Suite 155

Lone Tree, CO USA 80124-5426

phone +1 (303) 294-0277

wgary@MacLW.com

www.MacLW.com
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