Letter to the Editor

Outsourced Lease Administration

Specialists Offer Solutions in Tough Economic Times

By: Jeffrey Cohen, Vice President of Lease Administration and Audit Services, Gravitas Real Estate Resources

Lease administration teams across the
retail industry are under immense pres-
sure to reduce operating costs. The fight
against rising major costs (CAM, utility,
tax expenses) is tiring and stressful, and is
challenging the resources of many proper-
ty management departments. Many CFOs
have tasked lease administration teams to
not only improve the bottom line, but to
generate revenue through recoveries.

A veteran lease auditor described this
difficult situation perfectly at a workshop
sponsored by the National Retail Ten-
ants Association (NRTA). He related
how the company's CFO came into his
office pointing to the cost recovery suc-
cess achieved the previous year, saying,
“That was good!” But then in the very
same breath added, “You need to double
it this year.” And to make sure the work-
shop participants understood, the auditor
stressed that *“ he was not asking—it was a
demand.”

Not the Time for Status-Quo Thinking

This is not a time for status-quo
thinking on the part of in-house lease
administration teams. As the pressure of
a ‘whatever it takes’ atmosphere pushes
many teams to consider new strategies, a
particularly effective approach has been
to take on outsourced lease administration
vendors. This strategy allows department
managers to expand staffing capabilities
for lease audit recovery, meet critical lease
renewal obligations and improve lease
obligation efficiencies.

Outsourced lease administration
specialists are filling their assignment
calendars at a rapid pace and field audit-
ing assignments especially are reaching
an all-time high. In order to accommodate
the increased business, many resource
companies are expanding their staff.
Companies are looking for an aggressive
results-oriented audit approach.

They want to put a
team on assignment and
quickly identify invalu-
able cost recovery results.
In a short time, these
recovery credits easily
pay for the costs of other
services. I offer the ex-
ample of a major pharma-
ceutical company which
was more than pleasantly
surprised when an audit
identified a seven-figure
recovery despite the fact
that an earlier internal
audit missed the identified
recovery altogether.
Another important is-
sue in today’s economy is
the need for critical dates
management. Ongoing
lease administration is
equally important as it
makes you think about
the future.
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Forward-thinking companies will be better
positioned to survive in these tough times.
Don’t look at lease renewals for just this
year; start thinking about those three years
down the road by strategically evaluating
current market rents and expectations in
the future by leveraging extensions that
the landlords covet.

While it might appear harsh, most CFOs
don’t want to hear the reasons why lease
administrators can’t get the job done, as
one department manager of another over-
taxed lease administration team found out.
His team failed to complete three critical
lease renewals on schedule, resulting in
the loss of three important sales centers
and revenue streams. Sadly, that failure
also proved to be a career-ender. A quality
database and good database management
are critical to the success of a company.

Taming the Paper Trail

Lease files are the foundation for all real
estate functions including administration.
Technological advances have propelled
many organizations' productivity through
the years and contributed to the ‘do more
with less’ philosophy for many lease

administration teams. Unfortunately,
many organizations have not applied
advances in technology to their document
management philosophy; their mission-
critical lease files have been neglected in
particular. What is surprising is how many
retailers rely solely on paper lease files.
Almost every administrator has a story
where a critical file has gone missing, and
can certainly attest to the cost incurred by
that single missing or incomplete file. One
auditor confessed that in past cases the
original lease was not available, so he was
forced to perform the audit without actu-
ally referencing the lease.

Some outside resource companies have
been able to leverage their document man-
agement capabilities with several large
retail organizations to control costs, while
implementing document management ini-
tiatives and providing support for software
transitions. It's usually very early in the
project when customers realize the actual
cost of doing these projects in-house. As
the scope is developed, they understand
that it's not only the man-hours and equip-
ment required, it's also the cost to manage
and deliver the project. This expense is

compounded by the cost of day-to-day
operations that are set aside to accomplish
the task. When you look at that against the
increased productivity brought in by docu-
ment management technology for locat-
ing and retrieving lease files, the value is
immediately evident.

Effective Cost Control Partners

As the economy continues to force
retailers into lean-and-mean cost control
strategies, outside lease administration
specialists are proving to be a viable,
cost-effective option. They can quickly
respond to the needs of retailers who need
all hands on deck to control spending,
implement better performance methods,
and improve bottom line positions.







