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Today’s Discussion

« Review - Rent Deferrals & Abatements

« (Canada Emergency Commercial Rent Assistance
Program (“CECRA”)

« Changes In Leases / Lease Auditing
« Advice for Tenants / Occupiers — Return to Office

« Questions




Initial Landlord Reactions

« Sorry we cannot help

* Look to the government for assistance

» Defer Realty Tax for 2 months

» Let's wait until after April 1, 2020

We want/need to help, but just not sure how

« If we are going to help we will prioritize those
with highest need (Retail)




Shifting Landlord Reactions

Willingness to defer but not forgive
« Length of Deferral?
« Payback Period?
* Interest Rate?

« Formality of Contract?

Landlords seeking access to financial statements
and input to Tenant’s other cost saving measures

Negative sentiment towards corporate and
multi-national Tenants looking for assistance

» Tenants starting to recognize:
« A deferral may not be enough

Lost revenues are not coming back
Abatement or forgiveness maybe required
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Canadian Emergency Commercial Rent Assistance Program

On Friday, April 24, 2020, the federal government announced $900
million in commercial rent relief to small businesses and their
landlords through a new Canada Emergency Commercial Rent
Assistance (CECRA) program. The Portal opened Last Week

The program provides forgivable loans to eligible commercial
Property owners experiencing potential rent shortfalls because
their small business tenants have been heavily impacted by the
COVID-19 crisis.

The federal government has partnered with all provinces and
territories to lower rent by 75% for small businesses impacted by
COVID-19 for the months of April, May and June.



How Does the Program Work — Real Examples

Industrial Tenant leasing 50,000 SF
$7.00 Basic Rent + $4.00 TMI

Monthly Rent is $45,833.33

Landlord forgoes $11,458.33 (25% of rent)
Tenant is responsible to pay $11,458.33 (25%of rent)
The government will cover the remaining $22,916.67 (50% of rent)

Office Tenant leasing 7,500 SF
. $30.00 Net Rent + $18.00 Additional Rent

Monthly Rent is $30,000
Landlord forgoes $7,500 (25% of rent)
Tenant is responsible to pay $7,500 (25% of rent)

The government will cover the remaining $15,000 (50% of rent) Sresa
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Step 1. Does the Tenant Qualify?

Pays monthly rent not exceeding $50,000 in Gross Rent per
month

A non-essential small business that has:

* Temporarily closed
OR
Is experiencing a 70% drop in Pre COVID-19 revenues

« Compare your revenues in April, May and or June to the
same Month in 2019 or alternatively compared to average
revenues for January and February 2020

« Not-for-profit organizations and charitable entities would also
be considered for the program

« Annual Revenues must not exceed $20 Million
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Step 2: Does the Landlord Qualify

Applies to commercial properties with small business
tenants

Commercial properties with a residential component, and
residential mixed-use properties with a 30% commercial
component, will be equally eligible for support with
respect to their commercial tenants

What if the Property does not have a Mortgage?

If a property owner does not have a mortgage secured
by a commercial rental property, the property owner
should contact CMHC to discuss program options, which
may include applying funds against other forms of debt
facilities or fixed cost payment obligations (e.g. utilities).




Step 3: Convincing the Landlord to Apply

Program is voluntary for commercial landlords.

Landlords might choose to ignore the program given they
are expected to absorb a 25% loss in rent even if Tenants
badly need it.

Step 4: Executing the Rent Forgiveness Document

Review and Execute a Rent Forgiveness Agreement

Ensure you are not committing to unwanted lease
amendments

The agreement will include a term not to evict the Tenant
while the agreement is in place.




This Is A Negotiation Event

Tenants require clear goals and objectives, a sound
negotiation strategy and communication map

Key Considerations

* Financial and contractual Terms and Conditions of the
Lease

Ownership and governance structure of the Landlord

Debt and other financing risk on the Property

History of Tenant/Landlord relationship

Financial stability of the Tenant

Rent Abatement and Lease Restructures may prove
viable solutions over Lease Terminations for Default




Leases Are Changing

=59

Include the costs of preparing a pandemic risk assessment and/or a Health Emergency Plan, as
well as actual costs in dealing with a Health Emergency.

Q

If a Health Emergency exists, the Landlord may amend, supplement or otherwise enforce any existing Health
Emergency rules or regulations in existence. Without limiting the generality of the foregoing:

(a) The Landlord shall be entitled to restrict or limit access to the Building to employees;

(b) The Landlord shall have the right during a Health Emergency to require the Tenant to decontaminate all or
any part of he Premises, at the Tenant’s expense.

(c) The Landlord shall be entitled during a Health Emergency to close all or any part of the Building.
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Audit Your 2019 Lease/ Help 2020 Lease

Year over Year Changes

Variance Report: Y/E 2018 Costpsf. $Var % Var 2017 Costpsf. $Var % Var 2016 Costpsf. $\Var
82217 0.96 29015 55% 53,202 ne2 & (168952)| -26W | 72154 0.84 72154
£1,323 07?2 (9,123) -13% 70,446 na2 £ 20987 | 3% 65 349 0.80 68,349
100,853 1.18 27 245 37% 73608 086 £ 11958 | 19% 61,650 0.72 61,650
43,066 0.50 26216 156% 16,850 0.20 $  (2613) -13% | 19463 0.23 19,463
11,385 013 2017 22% 9368 011 g (320)| -3% 9688 0.1 9 688
40,052 047 1,998 5% 38,055 0.45 & 4511 13% 32544 0.39 33 544
110,392 1.29 11924 12% 98,460 1.15 ] 1844 2% 96,624 1.13 96,624
327 996 3.84 8,376 3% 318,620 374 5 12336 4% |307284 3.59 307,264
6,326 010 (9 774) -f1% 16,100 026 % 11 588| 257% 4 512 0.07 4 512
38,049 0.64 3,521 6% 59,207 0.89 $ (8313 -12% | 67520 0.88 67,520
24 679 0.69
Total 846,339 10.52 97,415 12% 754,924 9.20 14,136 2% 740,788 8.78 740,788

Tenant GLA 24771 24771 24771

GLA used:

Operating Costs 85,510 85,510 85,510

Cleaning-Jan to June 2018 59 757 59 757 76,447

Cleaning-July to Dec. 2018 35,668

HVAC 51,421 £1.421 £1,421

Tax 85,510 85,510 85,510



Return to Work Strategy

#A\ People First

When planning for a return to work it is important to ensure people — your
employees — remain at the centre of everything you do. This begins with open

conversations

I Prepare Your Space

* Preparing your space and taking the appropriate measure to protect the health of your
employees is vital. This includes creating occupancy modeling and traffic flow patters,
design signage for high-density areas within the space, order appropriate supplies and
schedule a deep clean prior to occupancy.

E Develop Return to Work Guidelines

« Based on the information gleaned from the employee interviews, develop a criteria
for occupancy, looking at who should return to the office, considering risk factors,
level of appropriate occupancy and business continuity.

I_. Communicate

* |tis important to communication your organization’s return to work strategy, to help
alleviate anxiety




Return to Work Strategy
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Workstation Capacity
Total Standard Workstations | 146
Reduced Capacity (50%) 73
Total Hotel Desks 30
50% Reduced Occupancy 15
Conference/Huddle Rooms
Existing Capacity | New Capacity
16 6

9 4

8 4

¥ 3

6 2

4 2

The Drawing is diagrammatic showing the
current 6 foot CDC Covid 19 recommended
social distancing separation. Please refer to
CDC and OSHA social distancing separation

guidelines for current recommendations.
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Sample Return to Work Documents
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Your Responsibility as an Employee

cra=4a Do the right thing! Remember: Your actions offect your colleagues and their fomilies.

Your Responsibility as a Business Manager

a

4. Protecting Those Arcund You , In the Event of lliness
Maintain social distanding = Stay home if sick (ncluding b
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» Gonaider altemate forma of tranapartation. Aveid
public transportation duning nush hour and request an
alternate work schedue I necesaan.

Lamit trme spent in common arsas and do not
Congregale for mealks.

Aoid unnecessary e

Diacioze any traval (ntsrnabonal or domestic)
oocrming within 14 days of your retum to the office

Your colleagues ore depending on you to facilitate communicotion and reinforce best practices.
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Best Practices in the Office

Eang home all essential ilgms 1
from hem for @ minimam of 1

Visitors &
Vendors

Reception Area

» Limit to those that + Consider use of + Determine + Post signage to
are necessary virtual switchboard recommended ensure social

o Mainta in lieu of multiple capacity with bullding distancing
Maintain log of each recepticnists management

visitor/vendor and
their contact info

*» Must respect Return
to Work Guidelines

* Provide wipes for
this high-traffic area

« Limit sharing of
equipment

+ Post signage
reminding people of
high-touch surfaces
(buttons/doors)

+ Continue to promote
virtual meetings

* If lunch is ordered in,
request it boxed
individually




GoSpaces Mobile

GoSpaces is a mobile app that encourages productive employee behaviors using
gamification and ensures your organization returns to work safely.

GoSpaces translates employee decisions into financial, environmental and wellness
benefits. The app allows employees to make a difference by:

» Volunteering their seat in the office

» Reserving a conference room or seat

— My Contributions
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* Requesting Facilities Management

SerVice All People Planet
® PrOViding feedback My Achievements VIEW PROGRESS
» Sharing inspired behaviors with their éf‘“‘%% N
colleagues a145°f 208 %3199&
Aonrs xos oy 000
Challenges VIEW ALL

Based on this information, GoSpaces
aggregates data that offers valuable analytics,

illuminating the use of space, amenities and Ll. ﬂ @

the employees’ overall satisfaction with their B el S e
work environment.
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Closing Thoughts

« Tenants should focus on Specific Actionable
Strategies vs. General Advice or "following the herd”.

« Understand your lease. Audit your Lease now.
« Take the time to gather valuable data on how your
organization is performing from home (this is a

learning opportunity).

« Develop a formal return to work strategy (including an
assessment of office layout and practices).




WWWw.cresa.com www.cresatoronto.com/cre-covid-19

How will COVID-19 impact my commercial lease?

The global COVID-18 pandemic is chang d evolving every day, cre challenges for businesses

g from home, Occupiers

jgrossman@cresa.com

Ja m ie G rossman Cresa Toronto Inc., Brokerage
Follow me on Linkedin 170 University Avenue, Suite 1100

- Toronto, ON M5H 3B3
creSa

cresa.com/toronto



http://www.cresa.com/
http://www.cresatoronto.com/cre-covid-19
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