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MCE EXECUTIVE COMMITTEE i &
AR S et Prnpﬂrti,l' Leases Offer Opportunities to Provide
PLANNING

The MCS Executive Commitiee under-
Look the [irst two phases of the process
of strateic planning al its November
1992 and February 1993 commities
e tings and will continue the process
during its scheduled committes meet-
ings this year (see related article on
page ). MCS section members are in-
vited to use the MCS FaxSURVEY (o
sugrest |ssucs that the commitiee
should be consldering. A survey form s
provided on page 7.

Continued on page 5
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BY HERBERT "HAL" ROSENTHAL, CPA, FORT LAUDERDALE, FLORIDA

CPAs may be sitting on a cornucopia of opportunities to provide
additional professional services to existing and potential clients. At
the same time, they may be unwittingly exposing their CPA firms to
clalms of substantial damages arising out of possible negligence or
ignorance. The new and supplemental services can be provided (o
clients that rent office space and other commercial property.

The opportunitles and dangers are
associated with lease provisions and
rent escalations that may result in ex-
ceasive charges and therefore Inceease
the potential of having a significant
impact on an organization’s flnancial
statement. Accordingly, CPAs should
become aware of these overcharges and
thie reasons they exist. Even CPAs who
chioose motl 1o |’E|r"|'1'|.'l.-|,!:- these servioes
should be aware of the possibility of
lease overcharges as they manage thelr
0w actrning practioes.

A ke of thumb to estimate the po
tential magnitude of these excessive
charges [s based on stalisties that have
been compiled: Il four or more leases
are involved, the gross overcharges can
amount (o 5] persquare foot or more of
all leases in force. In my experience,
maore than one in four commerclal prop-
erty leases contain provisions that lead
to overchanges by landlords and prop
erty managermnent companies. These
overcharges on individual leases can
range from 24 (o more than $10 per
square fool. depending on the term of
the [esase

A COTIOMION cause of |'|'..'|.-n|'|'|.'|,rg|,-.1 1]
phieertfam costs, These are additieral
charges to the tenant that do not repre-
Hemit actual Inereases in CXPENSEs o
vided for under the terms of the lease

CPAs who are unaware of these phaan-
lom cosls may approach an engage-
ment assuming that anyihing unusueal,
such as a4 material hidden overcharge,
because of s siee, will come to thelr
attention. This assumpiion S wun-
founded,

HOoW OVERCHARGES HAPPEN
Base renl contains four key compo
ments, sach carefully considersd by an
astute landlord, They are—
1. The landiord’s debt servior requilne-
ment
2. The projected operating cosis
4. Provision for future major capital
repalrs [such as a8 new rood)
. Frofit
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