KLEHR | HARRISON | HARVEY | BRANZBURG
LLP

Inside Leasing Part 11
The Economic Differences Between the
Optics and Reality of Fundamental Terms.

April 18, 2012

Gregory G. Gosfield, Esquire, Moderator
1835 Market Street
Philadelphia, PA 19103
Tel.: 215-569-4164
Email: Ggosfield@klehr.com

Lee R. Sussman, Esquire Jeffrey D. Spann, Esquire
1835 Market Street 1835 Market Street
Philadelphia, PA 19103 Philadelphia, PA 19103
Tel.: 215-569-2892 Tel.: 215-569-4287
Email: Lsussman@klehr.com Email: Jspann@klehr.com

These materials were used in connection with a live presentation and CLE seminar.
They are for informational purposes only and are not intended to be legal advice. For
legal advice on a particular matter, please contact one of our attorneys.

PHIL1 1956372-9 04/16/2012 03:14 PM



mailto:Ggosfield@klehr.com
mailto:Lsussman@klehr.com
mailto:Jspann@klehr.com

TABLE OF CONTENTS

Page

1. PREMISES: ..ot 1
1.1 Differing Square Footage Standards: Retail, Industrial and Office......cccceuvvevvuruncece. 1
1.1.1 Retail Square FOOtAZE .......ccccviuiiiiiiiiiiiiciiiiicie e 1

1.1.2  Industrial Square FOOtage.......cccovviimirviniiiciiiiiiiiiiiiiciicceeseens 3

1.1.3  Office Square FOOtage ..o 5

1.1.4 Building CommON AL€a......cccceiiuiuiiiiiiiiiiiiiiiininirisininiee e 7

20 RENT o 8
2.1 Lease Type Base on Rentu ... 8
2.1.1 “Full Service Lease” ... sssiesessisssesesssssessssissans 8

2,120 “Gross RENt .. e 8
213 Nt LeaSE” o 8

2.1.4 “Double Net Lease” ... 8

2.1.5  “Triple Net Lease”™ ... 8

2.1.6 “Bondable Lease™ ..o s 8

2.2 Base ReNt . 8
2.2.1 Set on a fIXed DaSIS ...cucvviieiiiiiiiiciiicc e 8
2.2.2 Set on a square fOOtage DaSIS ......ccoviieriiriiiiiiiiiicici e 8

2.2.3 St 0N @ USE DASIS w.vuviiiiiiiiri e 8

2.3 Additional RENE....cuoiiiiiiiiiiiiicc s 9
2.3.1  Additional ReNt....cciuiiiiiiiiiiiiiiciiiciciiicie e 9

2.3.2 TAXES ittt s 9

24 INSULANCE .ttt e 10
241 Property INSULANCE ...covviiiiiiiicciicc s 10

242 Liability INSULANCE wveveveveieiriiriiririsecccicicicieietetete et 12

243 TyPes Of INSULELS ..c.cuviiiiiiiiiiccicicc e 12
2.4.4 Evidence of COVErage......ooiiiniiiiiiniiiiciniiccieiccsscses e 12

2.4.5 Deductibles, Reimbursement, Under-Insurance and Self Insurance............ 12

2.4.6 Tenant NeGlGENCe. ....ccooviiiiiiiiiiiiiiiiiicic e 13

2.4.7 Exculpation, Exemption and EXclusion ..., 13
2.4.8  Assumption Of RisK.....ccccovviiiininininiiiccicicccce 14

249 Conditions tO INAeMNItY .....couviviiririiiiiiiccccc e 15

2.5 Operating Costs/Common Area Maintenance .........ceureeereererniuneeneeerersesseeesersennens 15
251 Generally ..o 15

2.5.2 Capital EXPenditures.....ccooviviririnininiiiiceieicieieieieeieeeeeessisssessseesseesees 16

253 AdmMiINIiStrative COSES ...uvururiririiriiiiiiieeeiete et 18

254 Ceilings 0n INCIEASES.....cvvviviiiiiiiiiiiiiicccc e 18
2.5.5 Landlord Costs Included:........ccoovuiuiiiiiiniiiiiniiiiniiicnniiceccecce e 19

2.5.6  Operating Expenses or Common Area Maintenance Cost Exclusions .......21

2.6 TeNANE COSLS ittt 23
2.6.1 Contractor and Service LIMItations .......cceuevviiuemerrinieininicensiniiesiiseessinees 23

2.0.2 UHHHES ..ot 23

2.0.3  BIECHICILY covvuieeiiiiiiiiiiiiiiic s 24

2.7 HOld OVl RENE ..ot 24

PHIL1 1956372-9 04/16/2012 03:14 PM



2.8 Percentage Rent ... 24

TR B o T N 7 11 OO 24
2.8.2  EXCIUSIONS cuvitiitieeeiticteeeeeeete ettt ettt ettt et ere et et eae e e etsereensensenasereenes 24

R TG T B 1T 1D Tal s (o) o LIS 25
284 THNING ..ocviiiiiiiiiieieie et 26

2.8.5 Methods Of CalCulation.........cvovivviieieiiieiciieeieeeceeeeeeeeee e ereens 26

2.9 FLEE RENTuiiiiiiciceeecce ettt ettt et ettt s beere et et e beeraens e beeraenen 27
2.10 Rent Based Valuation FOrmulas ........covovviviiiiiiiiiiiiceeccecceeecereeeee ettt 27
T 1 s s DRSO 28
T R £ I <3 o's WSRO 28
3.1.1 CommencemMent DAte....cuicviciviieieeieiicriceeceeceeere e e esreereeenseveeseenneenseen 28

3.1.2 Carve Out for Use But NOt POSSESSION w.ovuviveiiveiiiiiciiceeeeeee e 28

3.1.3 Tenant Delay Landlord Definition .........cccocvvvivininininiicccecieiceeeenes 28

3.1.4 Delays Resulting from Force Majeure........coocecuvviicivinincicininiceiiceeiniees 29

3.2 Fixture Ready Date Definition ...c.ccceeeeerrinininninncccccccccicciceienereeieieseeeeeseeseseens 29
TG T I YCR IS 50 s Voo V2N (e 3o NN 30
3.3.1 Consequences of Expiration of the Term .......ccccecieiiiciiccnninnnernes 30

3.3.2  ReNt ACCELEIAtION .viviriieiiciiceeeeeeeteeteeeetee ettt ettt reeaeeaeeaeereenean 31

3.3.3 Abandonment or Surrender Of POSSESSION ....cvivvivvievieviiticieeieeeeteeeeeereeveenea 31

3.3.4 Tenant Default. .o ittt 32

3.4 ReNeWal OPHON i 32
341 ReEShaPING ..t 32

3,42 SECONA BItE.uiiuiiiiiiciceeeeeeeeeeteeteeee ettt ettt ereenen 32

3.4.3 Early Termination OPtOm.....cccccueueiiiririnininininiiiieceiciceeeeeee s 32

3.4.4  Tirst Offer SPACE.....ccuiiiiiiiiiicicicc s 33

345 SPLEAET ..o 33

3.4.6  Personal OPtionN......cciciiiiiiiiiiiicieiriieesceeense s essiaenes 33

3.4.7 ExXpansion OPHON ... 33

3.4.8 Contraction OPtON....cciuiuiuiieiiiiiiiiiiieiiirinisieseeere et es 33

For complete content, please contact
Gregory Gosfield
215-569-4164 | ggostield@klehr.com

PHIL1 1956372-9 04/16/2012 03:14 PM i


Administrator
Typewritten Text

Administrator
Typewritten Text

Administrator
Typewritten Text

Administrator
Typewritten Text
 For complete content, please contact 
                Gregory Gosfield
215-569-4164  |  ggosfield@klehr.com




