VETREPRENUER 101

WIN THE BATTLE

How you can apply the Principles of War to a lease renewal.
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This principle drives all activity
for the organization. With real
estate expenses being the second
highest fixed cost for most com-
panies (behind employee wages
and benefits), it is vital that real
estate serves as an enabler that
assists you in achieving your
overall mission. While real estate
is a loss item on a company’s bal-
ance sheet, it should be viewed
through the positive prism of
obtaining space that both in-
creases and maximizes revenue.

Lease renewal time is the per-
fect opportunity for you to ask
yourself, “What do we need in
order to improve efficiencies and
create the ideal work environ-
ment for our teammates? Are
there changes we can make to
our space configuration? Can
we benefit from updated tech-
nology infrastructure? What do
we need for tenant improve-
ments? Does our space reflect
our culture? What changes do
we anticipate in our business that
will reflect the length of lease re-
newal we are willing to sign? Do
we anticipate growth and need a
right of first refusal or an expan-
sion option?”’
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There are a myriad of fun-
damental questions for compa-
nies to evaluate internally, but a
company must conduct a needs
analysis on the front end that
is in sync with the company’s
overall mission. Monetizing
what an organization needs to
maximize revenue growth and
bridge the gap between poten-
tial revenue and its bottom line
is the first step in any renewal
process. Focus on how you need
your space to foster revenue
growth — do not focus on rent
first. The rent will fall in line.

The surest way to achieve deci-
sive results is through offensive
operations. For a lease renewal,
start the process early and stay
abreast of the market. Be pro-
active and not reactive. As the
commercial real estate market
and the economy change, a
company may be in the po-
sition to renegotiate its lease
early. Continually monitoring
the market enables you to take
advantage of openings or op-
portunities for savings. Large
tenants with strong credit are
sometimes able to renegotiate
the terms of their leases two
years early.

Commanders mass the effects of combat power in time and
space to achieve both destructive and constructive results. Mass-
ing in time applies the elements of combat power against mul-
tiple decisive points simultaneously. Applying this concept to a
lease renewal, after you conduct market tours, you should send
out the same request for proposals to other landlords and your
current landlord and counter these proposals at the same time.

Massing in space concentrates the effects of combat power
against a single decisive point. For your renewal, the single deci-
sive point for massing in space is the letter-of-intent (LOI) that
you send to your landlord, outlining the terms and conditions
that you find acceptable in moving forward with a new lease or
lease amendment.You will have “shaped the battlefield” through
massing in time, and the LOI will represent one last push to
obtain the economic or lease language terms that your landlord
has previously not agreed to. Both methods of massing should
be employed in the lease renewal process.

Commanders should allocate only the minimum combat power
necessary to shaping and sustain operations so they can mass
combat power for the decisive operation. As your company is
in the business of generating revenue, outsource consultants so
you can focus on your core business. Hire a real estate broker in

order to shape the battlefield.

A good tenant broker will
be discreet, know how to le-
verage your renewal and how
to create market awareness for
your “potential relocation.”
This involves a lot of work be-
hind the scenes that may not
be visible to you, but is neces-
sary to shape the battlefield.

Besides engaging a broker,
you should also have other
experts on your team. Hire a
commercial real estate space
planner, racking expert, or ar-
chitect on the front end to assist
you with your “objective”” of
enabling real estate to serve as
a revenue multiplier.

Maneuver concentrates com-
bat power and keeps the en-
emy at a disadvantage through

preserving freedom of ac-
tion, reducing vulnerability,
and exploiting success. For a
lease renewal, your concept
of maneuver should include
a market tour or several mar-
ket tours, soliciting proposals
from short list buildings, and
negotiating with several po-
tential landlords.Your landlord
should be treated as any other
landlord and receive the same
request for proposal.

Since landlord’s make 20-
30% more money over the life
of a renewed lease than a new
lease, one of your goals must
be for your landlord to treat
your renewal as a “new deal.”
If you maneuver properly,
your landlord will be placed
in a disadvantageous position
(believing you will relocate),
and you will be able to gener-
ate “fair market terms.”

Applying your force’s “full
combat power” requires unity
of command. There should
be a clear internal chain of
command for your company,
with personnel assigned to
specific roles that support
the CEO’ intent. Only keep
key executive personnel “in
the know” on the status of
the negotiation. Loose lips
sink ships.

Brad Ruther, a West Point gradu-
ate and Iraq veteran, is founder of
Veterans Commercial Real Estate
(VCRE), a Cincnnati-based
commercial real estate brokerage
specializing in tenant representa-
tion, disposition of property, health-
care solutions and strategic consult-
ing. For more information, visit
WA VCre. us.

JANUARY 2014 | WWW.NAVOBA.COM 45




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (\(28 April 2011\) - Use for Exportin PDF's from Adobe InDesign for the RRD Pontiac Digital Solution Center.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks true
      /AddColorBars false
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks true
      /BleedOffset [
        9
        9
        9
        9
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 12.002400
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


