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COMMERCIAL REAL ESTATE LEASE CHECKLIST

When making an investment in an income producing property it is important to verify the quality and characteristics of the stream of income generated by the asset.  The value of the real estate is only as good as the quality and predictability of its cash flow.  Since cash flow is derived from one or more tenants, the lease review process is one of the most crucial elements of the due diligence process.

Following is a list of some of the elements of a thorough lease review for a commercial real estate lease.  This will assist you in tracking the key terms of each lease, and will also assist you in the negotiation of a renewal or new lease as you manage the asset over time.

LEASE REVIEW CHECKLIST

1.
Core Information

Property Address

Tenant Name
Address

Landlord Name
Address

Guarantor(s) Name
Address

2.
Leased Premises

Premises


Area measured in square feet


Description

Term


Commencement date


Additional uses or rights
Common areas
Parking rights
Co-tenancy clauses
Common facilities (cafeteria, storage space, window displays, etc.)

Exclusive access (dedicated elevator car, etc.)

3.
Rent and Financial Terms

Base rent


Amount per square foot per year

Rent payment due dates

Monthly, quarterly, etc.

In advance

In arrears

Percentage rent
Percentage amount
Calculation (gross sales, sales in excess of base sales amount, etc.)

When due and payable


Rent adjustments
CPI
Other

Common area maintenance (CAM)

Pro-rata share of expenses (tax, insurance, utilities, etc.)

Calculation method
When due and payable

 
Financial reporting requirements
Annual financial reports to landlord

Audited or unaudited


4.
Expansion and Other Rights 

Expansion area

Area measured in square feet
Rent

Term


How to exercise
Notice period

Pre- conditions

Tenant fit-out obligations

Commencement date

Renewal or extension rights
How to exercise
Notice period

Pre- conditions

Rights of refusal/first offer
How to exercise
Notice period

Pre- conditions

5.
Covenants and Other Issues
Non-competition clauses

Specified hours of operations

Co-tenancy clauses

Environmental indemnities

Subordination, non-disturbance and attornment agreements with landlord’s lenders

(


(


(


(
This list is not designed to be exhaustive.  Each asset will have specific issues unique to it and will require careful diligence tailored to its particulars.  For instance, a shopping center with numerous tenants and perhaps one or more large anchor tenants will have much different lease issues than those of an office building or a single user industrial facility.  This checklist can serve as a general guideline and a template to assist in lease reviews and negotiations and can be augmented to fit the needs of each situation.
The information in this material is not intended to be legal advice and should not be relied upon as such.  The Law Offices of David J. Holl shall have no responsibility for any actions taken or not taken based upon the information contained herein.  You should seek specific legal advice for any legal concerns you may have.
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