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Dear Members:

If the best laid plans are made in Spring,
then the Fall is when the plan comes
together!

The annual Fall Planning Session for the
Chicago Chapter Board of Directors is
upon us. Our agenda focuses on
building the CoreNet Global brand, robust
programming and learning ideas;
reaching out to engage our member
constituency; and enhancing the value of
membership. A tall order to which your
Chapter Leadership is dedicated. We
welcome your ongoing comments and
ideas.

The response to our upcoming Learning
Program has been overwhelmingly
positive. This program, “Real Estate
Transactions Impact on Corporate
Financial Statements”, is an abridged
presentation of what is offered in the
Executive Development programs at the
Summits, taught by the same instructors!
We encourage you to send staff who are
not on the MCR track and would benefit
from an enhanced understanding of the
broader financial impact of your core
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Message

real estate activities. Our host, Rich
Wagner with AT&T, has been able to
expand our capacity downtown from
twenty attendees to sixty so please get
your people signed up!

Not to be forgotten, our 2008
Sponsorship Drive, with even greater
opportunities for visibility and
participation, is in full swing and
receiving even greater response than
2006. Thank you!! We encourage
everyone to consider how we can further
enhance our value to you. This is your
Chapter!

See you around town!

R. J. Brennan
President



Lease Auditing:

Getting Full Value From Your Commercial Leases

By Mirela Gabrovska, Principal, MBG Consulting, Inc.

and Board Member & Chapter Secretary, CoreNet Global-Chicago Chapter

In major commercial lease
negotiations, the emphasis for
tenants is to get the best terms
possible - as it should be. But what
happens after the deal is done? Can
a major commercial space user then
relax, comfortable in the knowledge
that their lease is supplying all of its
promised benefits?

Unfortunately, no. It's a fact of
business life that commercial
tenants don't automatically get full
value from their leases. Landlords
sometimes overlook or forget the
details of the lease, and bill for
expenses that the tenant isn't
contractually obligated to cover. All
too often, tenants make those
payments because they too have
forgotten the exact terms of the
lease.

These unattended details can add up
to missed opportunities for
managing the costs associated with
lease portfolios. For tenants with
complex leases covering large
amounts of commercial space, lease
auditing is the most effective
strategy to ensure that they aren't
paying more than they bargained for.

Corporate executives are
increasingly recognizing the value
that lease auditing delivers to their
real estate department. A recent
survey of industry executives found
that over 85% either have an audit
program in place or are planning to
implement one in the near future.

It's no surprise why - the survey
reported that an overwhelming
majority realized moderate (44%) to
significant (41%) cost reductions as
a result of their lease audits.

Lease auditing is a simple in
principle, but complex in execution.
Specialized expertise is required in
order to understand property
management complexities and
anticipate areas that might represent
potential overcharges or
miscalculations. A successful audit
will draw on real estate, property
management, accounting, and legal
expertise in order to correctly
interpret lease terms and build a
sound, well-supported position when
a potential claim is identified.
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According to the study mentioned
previously, about three-quarters of
executives look to outside firms to
manage their auditing requirements.
By hiring specialized professionals
to handle their lease audit programs,
tenants can ensure that they receive
the necessary breadth and depth of
expertise as well an experienced,
objective point of view that will
attend to details otherwise
overlooked. At MBG Consulting, for
example, our focused experience in
lease administration, combined with
a substantial background in property
management and real estate
accounting, serves as the backbone
for our comprehensive lease auditing
services.

continned on page 3
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An outside auditor is also an asset at
the negotiating table. Lease issues
are not always black and white, but
auditors have the experience needed
to accommodate different
perspectives while reaching an
equitable resolution.

Tenants often find that the benefits
of a lease audit program can
actually extend far beyond the audit
itself. The audit process can help
them gain tremendous insight into
their landlord's management
practices, thus allowing them to
build relationships based on respect
and knowledge. Audits can also
foster an environment for healthy
operations cost monitoring and
management that assures long-term
compliance with the negotiated
lease terms.

When it comes to uncovering
potential discrepancies, a wide
range of factors must be considered:
tenant improvement allowances,

Consumer Price Index (CPI)
escalations, subtenant income
collection, tax credits, security
deposits, utility charges, Base Year
lease terms, or even
remeasurements that change the
proportions of a leased space, just to
name a small sample.

Once identified, the difference
between actual payments and
contractual obligations can
sometimes be astonishingly large.
Moreover, in the case of such
disparities, it's no surprise that the
tenant usually comes out on the
short end of the stick.

Take the example of a Fortune 100
insurance company, a client of MBG
Consulting, who leased about
400,000 square feet of suburban
office space. The lease provided for
a cap on increases in controllable
expenses, which were clearly
defined in the lease. Did the
landlord apply that cap over the life

Navigating Real Estate & Facility Needs at Record Speeds

Thursday, October 11, 2007
11:30 AM - 2:00 PM

Maggiano’s Banquets
111 West Grand, Chicago

-
When change comes, it can come quickly, driving a need for real estate decision-
making on time tables that make jaws drop. This program will explore how to deal
withreal estate-peeds on compressed timetables, and present strategies for
eﬁectwefv\qd ralegacally addressing both short-term needs and long-term goals. ™ _
—
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SPEAKERS:  Helen Wu, Director, Inno

Karen Kukec,

of the lease? Yes and no. Some
expenses were capped as specified
but others were not, leading to
tenant payments that were not
supported by the terms of the lease.

For instance, the landlord passed
through various hazardous material
removal expenses that were
prohibited in the lease, as well as
certain mold mitigation charges that
were covered by insurance. On top
of that, the landlord treated certain
expenses as non-controllable, such
as labor union charges. The lease,
however, specifically excluded
increases due to union labor
agreements. This condition was
clearly documented, but the expense
was passed to the tenant.

Through a careful examination of the
relevant documents, MBG Consulting
was able to conclusively
demonstrate that these expenses
had been erroneously charged to the
tenant. Calculations were revised
and our client was awarded a credit
of $434,200.

In another example, an office
building tenant had language in its
lease that specifically excluded
expenses related to the operation of
any commercial establishments,
such as fitness facilities, clubs, or
kiosks, elsewhere in the building.
When the tenant entered into the
lease, there was no fitness center in
the building, but later one was
added. The landlord then began
passing along expenses related to
the fitness center to all of the
building's tenants, arguing that it
was an amenity for all.

continned on page 5



More than 200 people attended the 2nd golfers for making this one for the

Annual CoreNet Classic Golf Outing at the record books.

plush Cantigny resort. A golf outing is only

as good as the course, and the 3-day Our 2008 sponsorship drive is underway
forecast and this year’s event scored a and the golf outing is one of the ways we
double eagle. Cantigny rolled out the red recognize our sponsors. For more

carpet with CoreNet golfers and guests information about the CoreNet Classic,
occupying all three, 9-Hole courses from 1 contact the event co-chairs: Renata

to 6pm, and the lounge and banquet hall Pasmanik (847) 568-5891 or Karla Rotondo

until 11pm. Many thanks to the corporate (312) 909-0013. We look forward to
and event sponsors, the volunteers and our seeing you next year!

2007 CHICAGO CHAPTER LEARNING EVENT SERIES

Bridging from CRE to CFO:

Real.Estate Impact on Financial Statements
Thursday, October 18,2007  7:30 aw - 12:00 Noow

This gvi ill be broadcast at twb locations hosted by AT&T:
Downtpwn = 225" Wést Randolph
Sub_url}s — AT&T Institute, Barrington Rd. & 190

Bridginga real estate transaction to its impact on corporate financial statements can put real estate onto the
G-suité radar screen, This course will llustrate how real estate information is best articulated in key financial
Teporting documents, using thie language of the CFO for the most dramatic and clear impact on corporate .
- perfiormance. Attendees will learn how senior management, financial institutions, investors and shareholders
use financial-'statéments and how real estate transactions impact financial periurmaqc_e measures.

_ SPEAKERS: Todd Andérson, MCR, SLCR; CAS}  David Kamen, MCR™~




SPONSORS

PLATINUM SPONSORS

Allsteel
Astek
CB Richard Ellis

Clune Construction Company

CRESA Partners
Cushman & Wakefield
DIRTT
ESD
Grubb & Ellis
GVA Williams
Herman Miller
IA Interior Architects
Interior Investments
Jones Lang LaSalle
Kayhan International
Knoll
Newmark Knight Frank
OWP/P
Staubach
Steelcase
Ted Moudis Associates
Tinley Park Economic
Development
Turner Construction
UGL Equis Corporation

GOLD SPONSORS

The Alter Group
The Carter Group
Digital Imaging Resources
Executive Construction Inc.
The Environments Group
First Industrial
Henricksen
Himes Associates
Kelso-Burnett
Legat Architects
Liberty Property Trust
Nelson
Pepper Construction
Whitney

Lease Auditing
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MBG Consulting researched the
issue and discovered that in this
case, the landlord's interpretation of
the initial intent of the lease as well
as specific lease language did not
seem to be supported by the lease
itself. We thoroughly researched and
documented our position and, as a
result, the landlord revised the
annual reconciliation of operating
expenses to exclude charges of
$212,300 to the tenant.

Those are just two examples among
many scenarios that might take
place between a landlord and tenant
over the course of a lease term. The
fact is, tenants must be vigilant
about their leases if they are
concerned about controlling real
estate costs. Corporate leases can
be complex and contain a myriad of
issues that may lead to unsupported

Tales from the Trenches
Podcast now available!

Click here to download:

tenant overcharges. The specialized
expertise of a lease auditing
professional is the right choice to
ensure your lease obligations are
being fairly and accurately billed,
while setting the stage for ongoing
cost management and strong
landlord-tenant relationships.

Mirela Gabrovska
founded MBG

Consulting, Inc. in 2002
as a full-service provider of
lease administration, lease

anditing, and real estate
consulting services. Drawing on ber expertise
in the management of corporate lease
portfolios, MBG Consulting has grown to
become the provider of choice for leading
corporations in a wide range of industries.
Mirela takes an active role in CoreNet
Global and Commercial Real Estate
Executive Women of Chicago.

_L_Save the Date!

Tuesday, December 4, 2007
ago Holiday Party”

Join us as we take on the year’s events in a lively debate about !\Thﬁrte:the -

industry and the economy have been, and where they are going.

SPEAKERS: J. Paul Beitler

Paul Kasriel

President Director of Economic Research

Beitler Real Estate Corporation

To register, v

Northern Trust_




