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Lease Administration

Legal Aspects Financial Aspects Managerial Aspects

> Tenant

Financial Management Relationship
Management

Landlord and Tenant
Obligations
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+* Tenant Relationship Management

Lease Administration

Tenant Relationship Management is considered one of the key elements of Success in Property

Management and one of the most important functions of a Property Manager.

Enhance tenant satisfaction and

Maintain high occupancy rates by B OpELty L EpitationlD Io e htite

enhancing tenant satisfaction and

: effective communication and prompt
encouraging lease renewals

response to complaints and needs.

Objectives of Tenant Relationship Management

based on trust and mutual respect reducing associated operational costs.
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+* Tenant Relationship Management

Relationship-Building Methods

Focuses on how to build a good relationship with tenants on a daily and operational level. It includes:

Regular Communication

Clarifying Rights and
Obligations

Providing Supportive Tenant Satisfaction
Services Surveys

These methods primarily aim to enhance trust, satisfaction, and connection with the property.
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Lease Administration

¢ Tenant Relationship Management

Regular
Communication:

Relationship-Building Methods

Using continuous communication channels (emails, notifications, newsletters) enhances
transparency and trust.

Clarifying Rights
and Obligations:

Explaining the lease agreement and usage policies from the beginning helps prevent disputes
and promotes compliance.

Providing
Supportive
Services:

Tenant
Satisfaction
Surveys

Focuses on service quality and the operational experience such as creating an online portal,
shared facilities, or additional parking spaces.

Regularly measuring tenant satisfaction for continuous improvement. These surveys can be
conducted mid-lease or after maintenance work is completed.
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Lease Administration

¢ Tenant Relationship Management
Relationship-Building Methods

Method

Advantages

Challenges

Regular
communication

Enhances transparency and credibility,
strengthening trust between the property
manager and tenants.

Requires ongoing communication and regular
updates.

Clarifying rights
and obligations

Reduces disputes and increases tenant
compliance with lease terms.

Needs precise and continuous clarification, especially
during renewals or policy changes.

Providing . . " .
e e Improves tenant satisfaction and strengthens Involves additional costs and continuous
. roperty loyalty. maintenance of provided services.
services property foyatty P
Tenant _ , _ ,
. . Provide direct feedback that supports Require careful follow-up and professional data
satisfaction

surveys

continuous service improvement.

analysis to ensure effectiveness.
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+* Tenant Relationship Management

Tenant Retention Programs

I
Focuses on specific strategies to encourage tenants to renew their leases and remain in the property.
It includes:

Lease renewals with
incentives

Improving maintenance Building long-term

Reducing service fees . > )
services relationships

Retention programs increase occupancy rates and reduce advertising, emergency maintenance, and
property turnover costs.

"Retention is often more cost-effective than tenant replacement, especially when coupled with
moderate incentive
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¢ Tenant Relationship Management

Tenant Retention Programs

Lease renewals

ass A Rent discounts + free repainting/services upon renewal.
with incentives

Retilucmg Such as utility fees or parking charges.
service fees
Improving
maintenance Prompt response and regular maintenance work make tenants feel comfortable and secure.
services
Building long- | providing supportive services and maintaining communication in a friendly and humane
term
. . manner.
relationships
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+* Tenant Relationship Management

Problem and Conflict Resolution

The property manager acts as a mediator in resolving issues either between tenants or between tenants and

management

Immediate handling of complaints builds loyalty, reflects on property reputation and helps prevent legal escalation or
tenant loss

’r

A clear “Complaint Handling Policy” should be established and communicated to all tenants.

)
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¢ Tenant Relationship Management

Problem and Conflict Resolution - Complaint Management Model-

(1) Recording the complaint clearly: Documenting the type of complaint, time, and
parties involved.

(2) Identifying the responsible party: Assigning the issue to the appropriate team,
whether maintenance or management.

(3) Prompt response: The faster the response, the greater the tenant’s trust.

(4) Follow-up and continuous communication: Keeping the tenant informed of each
stage of the resolution process.

(5) Evaluating tenant satisfaction after resolution: A key step for assessing
performance and improving service quality.

V\/VV\/
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¢ Tenant Relationship Management
Key Performance Indicators (KPIs) of Successful Tenant Relationship Management

(1) High lease renewal rates (Renewal Rate).

(2) Positive tenant satisfaction evaluations. l
' .
I (3) Reduced number of complaints. l
A positive
relationship
leads to (4) Low vacancy rate.
sustainable
f'“a"c'?l and (5) Sustained high occupancy levels over extended periods.
operational

stability in the
long term. (6) Limited number of legal disputes.



4. Lease Expiration

/ Termination

Lease Life Cycle

O Natural expiration at the end date.

O Early termination by notice or voluntary surrender.

O Forfeiture due to tenant breach (e.g., non-payment).

p




&t

U N |

Lease Expiration / Termination
Rules for Terminating a Tenancy

[ Fixed-term expiry +» A fixed-term lease ends automatically upon expiration.

+»* A periodic tenancy can be terminated with a proper written notice as required by
[ End of Periodic Tenancy by Notice law (30 days typical; 60—90 days in special cases).

¢ Acceptance of rent from a holdover tenant creates a new periodic tenancy,
requiring a notice to terminate.

)

Voluntary Surrender ]*1’ Lease may end earlier by mutual agreement (Voluntary Surrender).

+* For tenant’s breach, landlord must serve a legal notice (e.g., 3-day notice to pay or

)

Breach & Forfeiture notices ]

quit) before termination.

If tenant remains after notice expires, they are in unlawful detainer status and landlord must file a UD action for
eviction.
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sl Rules for Terminating a Tenancy

Aspect / Method | Termination by Notice | Termination by Court Action Voluntary Surrender

. Written notice to tenant Court judgment after filing Agreement between landlord &
How it happens _ ,
(e.g., 30-90 days) Unlawful Detainer action (UD) tenant
When used Periodic tenancies, When tenant refuses to vacate When both parties agree to end
holdover tenants after notice / serious breach lease early
, _ _ _ Unlawful Detainer once court Ends tenancy instantly by
Tenant’s status Lawful until notice expires
rules mutual consent
Result Lease obligations end after Lease terminated + sheriff Lease cancelled, tenant hands
notice enforces eviction back keys
, Formal, enforceable, final , .
Advantages Simple, low cost _ Fast, amicable, less conflict
resolution
i . Tenant may still refuse to _ _ , _
Risks/Limitations Time, cost, legal complexity Requires tenant cooperation

leave



5. Post-Lease

(Recovery & Re-
letting)

Lease Life Cycle

[ Recovery of possession: tenant vacates or by UD action
(eviction).

1 Pre-expiration inspection & return (or deduction from)
security deposits.

[ Re-letting the premises = starting **a new lease cycIe**V'




Post Lease - Recovering Possession of Property

+* Tenant’s right of possession exists until terminated by proper legal process or voluntary surrender.

+* A landlord can recover possession by:

[ Lease expiration ]

[ Valid notice to quit ]

[ Court-ordered eviction (Unlawful Detainer action — UD) ]




Post Lease - Recovering Possession of Property

> Self-help

A landlord’s own method of recovering possession from tenant outside the legal eviction process.

v’ Entering while tenant is out & removing belongings.
v Unlocking doors/windows without consent.

v’ Pretending to “inspect” then retaking possession.

v’ Using threats, violence, or intimidation.

/

Self-help (taking possession without court) is illegal.

Courts protect tenants: default/breach does not = immediate landlord possession.

Any forceful re-entry = Forcible Entry and Detainer - landlord liable for damages.




Post Lease - Recovering Possession of Property

“If the lease ended but tenant refuses to leave - Lease Terminated but Possession NOT Recovered $ ”

Terminating lease # Recovery of physical control.

Lease Expiration = Termination - Tenant Leaves - Recovery of Possession

Legal
Methods of

Recovering
Possession

Tenant’s right of possession continues until:
v’ Proper notice expires + tenant vacates,

v Voluntary Surrender

v' Court eviction judgment executed.
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Termination vs Recovery of Possession

Termination of Tenancy Recovery of Possession

Meaning

Nature

How it Happens

Tenant’s Status

Key Point

Example

Legal ending of the lease agreement

Contractual — ends the legal relationship

- Expiration of fixed term - Proper notice served -
Mutual agreement (surrender) - Forfeiture after
breach notice

Tenant’s contractual rights/obligations end

Contract ends but possession might continue

Lease ends Dec 31 — legally terminated

Landlord regains actual physical control of the
property

Practical/Physical — deals with occupancy

- Tenant vacates voluntarily - Court eviction (UD
action, writ of possession) - Sheriff executes
eviction order

Tenant may still occupy until legally removed

Possession is returned only after tenant leaves or
eviction enforced

Tenant refuses to move until Jan 10 — landlord files
UD to recover possession
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Post Lease - Pre-expiration inspection

The pre-expiration inspection and security deposit refund process represent the final stage of the
landlord—-tenant relationship.

This stage ensures that both parties fulfill their contractual and legal obligations before the
property is re-leased. It primarily aims to:

v’ Assess the property’s condition prior to lease termination.
v Provide the tenant with an opportunity to correct

v’ Settle financial accounts related to damages, cleaning, and unpaid rent.
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Post Lease - Pre-expiration inspection

Item Residential Properties Commercial Properties

Who conducts |The property manager or landlord, often jointly with

The property manager or landlord only.
the inspection? |the tenant upon the tenant’s request. property 8 y

To inform the tenant of necessary repairs or cleaning|To document the property’s condition for final

FULEEE to avoid deductions from the security deposit. settlement and liability accounting.
The joint inspection is conducted approximately two .
. . . ,_ | Conducted at or near lease expiration, usually
Timing weeks before lease expiration upon the tenant’s
by the property manager.
request.
The tenant receives a notice of their right to
inspection, followed by a 48-hour entry notice.|Conducted according to lease terms; typicall
Procedure P y Y 5 ypicaly

Deficiencies are identified during the joint|less formal and not legally required.
walkthrough.
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Post Lease - Pre-expiration inspection

Item Residential Properties Commercial Properties

The landlord issues a detailed list of deficiencies for|The manager documents the property’s

Outcome the tenant to correct before move-out to avoid|condition in preparation for re-letting or
deductions. determining deductions.
Legal Mandatory in some states (e.g., California) under Not legally required but considered a best

Requirement |[tenant protection laws. professional practice.
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Post Lease - Post-Move-Out Inspection

Post-Move-Out Inspection is defined as a final inspection of the property after the tenant vacates, Typically
within 21 days after the tenant moves out, aims to:

(1) Compare the property’s condition with prior inspection reports (Pre-Move-In and Pre-Expiration).

Inspection Type Definition When Conducted

Inspection of the property before the tenant moves in to ensure readiness
Pre-Move-In , document initial condition and Protect landlord and tenant from future
disputes.

Before lease signing or
occupancy.

Inspection before lease expiration to identify maintenance or cleaning|Usually 2 weeks before lease
Pre-Expiration |needed, Allow tenant time to remedy deficiencies. , Enhance transparency | expiration, upon tenant
between parties and avoid deposit deductions. request.

Within 21 days for
Final inspection after tenant vacates to assess the property’s final residential, 30 days for
condition. commercial properties

(unless otherwise agreed).

Post-Move-Out
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Post Lease - Post-Move-Out Inspection

(2) Document the final condition of the property after move-out.
(3) assessing its condition and identifying any damage that exceeds normal wear and tear
(4) |dentify allowable deductions from the security deposit, such as repair or additional cleaning costs.

(5) Ensure transparency and fairness between the landlord and tenant.

(6) Accurately settle final accounts and prevent potential disputes




Post Lease - Return (or Deduction from) Security Deposits

The Security Deposit serves as a financial guarantee that aims to:

Protect the landlord from Protect the tenant from
damages or unpaid rent unfair deductions

Thus, ensuring a transparent and equitable settlement after the lease ends.
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Item

Purpose of the
Security Deposit

Legal / Maximum
Deposit Limit

Timeframe for
Return

Itemized
Deduction
Statement

Permissible
Deductions

Post Lease - Return (or Deduction from) Security Deposits

Residential Properties Commercial Properties

Serves as a source of compensation for damages, Acts as protection against tenant breach of contract
unpaid rent, or cleaning costs. or property damage.

May not exceed one month’s rent (except in o _ _
_ o ~ |No statutory limit; the amount is freely negotiated
certain cases, such as individual landlords owning _
_ between the parties.
two or fewer units).

14 days if no deductions apply, or 21 days with an|30 days, unless a different period is agreed upon in
itemized statement of deductions. the lease.

Mandatory; receipts or invoices must be attached|Not mandatory, but recommended to avoid potential
if deductions exceed $125. disputes.

Unpaid rent, repairs, cleaning, or replacement of |Similar deductions apply, though additional items
damaged furnishings or fixtures. may be agreed upon in the lease.



MIDOCEﬁlll

UNIV ERSII

Post Lease - Return (or Deduction from) Security Deposits

Item Residential Properties Commercial Properties

The landlord may not deduct costs for pre-existing o _ _
Non-Allowable The same principle applies—costs not directly

defects, routine maintenance or repairs,

Deductions , Y ; caused by tenant use may not be deducted.
attorney’s fees, or “key money” charges.
Interest on Sometimes required under local rent control _ _ ,
. , Generally not required in commercial leases.
Deposits regulations.

If held in bad faith, the landlord may be liable for
up to twice the withheld amount in addition to

Penalties for Non-
Compliance

No specific statutory penalties, but the landlord may

face civil claims or litigation.
actual damages.

) .. To protect tenant rights and ensure transparency |To document the property’s condition and settle
Final Objective P & P y property

in the settlement process after lease termination. |contractual obligations before re-letting.
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Post Lease - Best Practices for Deposit and Inspection Management

(1) Transparency: Clearly explain deposit terms and potential deductions when signing the lease.

Post-Move-Out).

(2) Documentation: Use photos and videos during all inspections (Pre-Move-In — Pre-Expiration —J

return (14, 21, or 30 days depending on property type).

(3) Compliance with Legal Timeframes: Adhere to the required deadlines for depositl

(4) Continuous Communication: Send written notifications at every stage, such as
inspection notices or deposit return notices.

(5) Staff Training: Ensure property staff are trained on inspection procedures and
preparation of detailed deduction statements..




Lease Life Cycle

1. Pre-Lease

ny

5. Post-Lease 2. Lease

(Recovery & Re- . Execution
letting) Lease Life Cycle

3. Lease
Administration/
Occupancy

4. Lease Expiration
/ Termination
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A Commercial Lease Agreement typically contains Provisions governing the transfer of leasehold
interests, commonly referred to as assignment and subletting provisions or restriction-on-transfer
provisions (also known as restraints on alienation).

7

These clauses are a fundamental element of commercial leases, designed to protect the landlord’s
interests by preventing or regulating the tenant’s ability to transfer their lease rights to a third party.

7

Understanding these provisions, and how they interact with other contractual clauses such as
cancellation provisions, is essential for the effective management of commercial real estate.




MIDOCEAI

UNIVERS

Item

Meaning

Liability

Landlord
Consent
Required

Cancellation

Right

Practical
Example

L Lease Assignments & Subleases — Key Concepts

Comparative Table: Types of Leasehold Interest Transfer

Assignment

Full transfer of the tenant’s interest to
a new tenant

The new tenant assumes primary
obligations, but the original tenant
remains liable unless a Novation is
executed

Usually yes; may be subject to
commercially reasonable conditions

Alternative to consent; landlord may
terminate the lease upon the tenant’s
assignment request

Tenant sells business and assigns the
lease to a new tenant

Sublease

Partial transfer of interest, with the
original tenant remaining responsible

The original tenant remains fully liable

Yes, subject to reasonable conditions

Landlord may terminate the lease if
provided for in the lease

Subtenant occupies part of the

premises for a fixed period

Further Encumbrance

security
tenant’s

Placing a lien or
interest on the
leasehold interest

The tenant remains liable, and
the lienholder is secured for
the financial obligation

Yes, to protect the landlord’s
interests

Landlord may intervene if the
encumbrance affects their
rights

Tenant uses the leasehold as
security to obtain a loan
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L Lease Assignments & Subleases — Key Concepts

Comparative Table: Types of Restriction-on-Transfer Provisions

Type of Provision

Absolute Prohibition

Consent Required (No
Standards Specified)

Consent Not to Be
Unreasonably Withheld

Consent Subject to Conditions

Landlord's Cancellation Right
()

Description

Completely prohibits any transfer of the
leasehold interest.

Requires landlord's prior consent without
stating approval standards or financial
conditions.

Explicitly states that the landlord's
consent "will not be unreasonably
withheld."

Makes consent contingent on meeting
specific conditions (e.g., fees, rent
adjustment).

Grants the landlord the right to cancel the
lease and terminate the tenancy upon
receiving the tenant's transfer request.

Flexibility for the Tenant

Least Flexible

Flexible, as consent cannot
be unreasonably withheld.

Most Flexible, provides strong tenant
protection.

Flexibility depends on the nature of
the pre-agreed conditions.

Shifts control entirely to the landlord,
eliminating any potential profit
from overriding rent.
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Legal Distinction: Reasonable vs. Unreasonable Refusal of Consent

Reasonable Refusal

Legal Justification

Decline in the assignee’s creditworthiness

To protect the landlord’s financial and property
interests

Change in business activity or use of premises

May conflict with permitted use clauses or property
policies

Requirement for major alterations to the premises

May affect the property’s structure or value

Unreasonable Refusal

Why It Is Invalid

Demanding a share of the business sale proceeds

Not directly related to rental value or contractual
obligations

Discriminating against a specific business type without
justification

Considered an unreasonable restraint on lawful trade

Conditioning consent on unauthorized fees

Legally unenforceable
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Lease Assignments & Subleases — Key Concepts

Comparative Table: Absolute Prohibition Clause vs. Cancellation (Recapture) Clause

Basis of Comparison

Nature of the Clause

Primary Objective

Immediate Outcome

Status of the
Leasehold Interest

Absolute Prohibition Clause

A restrictive and prohibitive clause
imposed on the tenant.

To prevent any change in the tenant's
identity and maintain the original
contractual relationship.

The lease agreement remains in
effect with the original tenant.

Remains with the original tenant, who
cannot transfer it.

Cancellation (Recapture) Clause

An optional and empowering clause granting a
right to the landlord.

To allow the landlord to benefit from the
property's increased market value (override
rent) instead of the tenant.

The lease agreement is terminated, ending the
landlord-tenant relationship.

Reverts entirely to the landlord, who regains full
control over the property.
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Lease Assignments & Subleases — Key Concepts

Comparative Table: Absolute Prohibition Clause vs. Cancellation (Recapture) Clause

Basis of Comparison

Impact on the Tenant

Impact on the
Landlord

Practical Analogy

Absolute Prohibition Clause

The tenant cannot transfer the lease even if
they wish to vacate, remaining liable for all
obligations.

The landlord retains the original tenant as
their counterparty under the lease terms.

A restriction that prevents you from selling
your car.

Cancellation (Recapture) Clause

The tenant is released from future lease
obligations but loses the opportunity to profit from
transferring the lease.

The landlord regains the ability to lease the
property at current market rates, typically achieving
higher rental income.

A clause that allows the manufacturer to buy back
your car if you decide to sell it, enabling them to sell
it instead of you.
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L Lease Assignments & Subleases — Key Concepts

Comparison Table: Transfer of Leasehold Rights in Residential vs. Commercial Properties

UNIVERSI
Aspect Residential Leases
Transfers or subleases are generally prohibited
Legal Basis unless prior written consent is obtained from the
landlord.
Landlord’s Always required — any transfer without consent
Consent constitutes a breach of lease.
e Very limited, as the lease is tied to the tenant’s
Flexibility y

personal occupancy and residential use.

Valid Reasons | Poor financial capacity of the new tenant,
for Refusal overcrowding, or unauthorized use.

Legal Unauthorized transfer may result in lease
Consequences |termination and eviction.

Certain humanitarian circumstances (e.g.,

Exceptions : - :
P relocation for work or military service).

Commercial Leases

Transfers or subleases are permitted with the
landlord’s consent, often under negotiated
conditions.

Usually required, but the landlord may impose
financial or legal conditions, or even activate a
Cancellation Clause instead of granting consent.

Relatively high, since the relationship is commercial
and the terms are often negotiable.

Unsuitability of the new tenant, change in business
activity, or potential impact on property value.

Unauthorized transfer is considered a material
breach, which may lead to lease cancellation or
renegotiation.

Transfer may be allowed if the tenant meets the
agreed commercial or financial conditions.
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Lease Assignments & Subleases — Key Concepts

Comparative Roles During the Lease Transfer Stage (Assighment / Sublease)

Primar I Typical Focus During |Legal / Contractual
Role / Party . ¥ Key Responsibilities P . g gal / .
Function Representation| Transfer Stage Authority
» Reviews lease clauses (e.g., restriction- _
) Ensuring the
on-transfer, cancellation clause). )
_ , transfer aligns _
Marketing and |® Screens and evaluates potential Usually with the Authorized under
Leasing negotiating |assignees or subtenants. represents the landlord’s a leasing or listing
Agent lease e Negotiates rent adjustments or landlord , _ agreement directly
N , financial and ,
agreements |conditions for landlord’s consent. (lessor) oberational with the landlord.
e Coordinates preparation of new or p. ,
objectives.
amended lease documents.
. e Markets the lease opportunity or
Facilitates ,
, business sale. , _
transactions _ , Completing the | Licensed under
e Negotiates assignment or sublease ,
between _ May represent | transaction |real estate agency
Real Estate terms between parties. . o ,
tenant and _ _ either landlord | efficiently and | laws; operates via
Broker e Advises on market rents and fair _ ,
landlord (or _ _ or tenant ensuring fair a brokerage
consideration. _
between . _ compensation. agreement.
e Ensures commission terms are included
tenants)

in written agreements.
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Lease Assignments & Subleases — Key Concepts

UNIVERS.I |I
Comparative Roles During the Lease Transfer Stage (Assignment / Sublease)
Primar Typical Focus During |Legal / Contractual
Role / Party . ¥ Key Responsibilities P . g gal / .
Function Representation| Transfer Stage Authority
e Ensures compliance with lease terms.
. Protecting the
Operational |4 coordinates inspection, documentation, landlord’s
and and legal notifications. interests and Authorized under
Property |administrative Represents the o a property
: : maintainin
Manager | management | ® Manages rent collection, deposits, and landlord 8 management
of leased deductions post-transfer. property value agreement.
and tenant
property e Advises landlord on approval or quality.
rejection of proposed transfer.
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Options and the right of first refusal to buy

Tenants often make substantial financial investments in Tenant Improvements (Tls), such as interior
fittings, décor, and specialized installations.

These investments create added value and a strategic business location, making the loss of the leased
premises at the end of the lease term a significant setback.

Therefore, tenants seek to ensure continuity or ownership of the property by utilizing future
rights granted under the commercial lease agreement, typically in one of the following two
forms:

Option to Buy Right of First Refusal.
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Option to Buy vs. Right of first refusal to buy
Element Option to Buy Right of First Refusal (ROFR)
Grants the tenant a non-binding right to purchase
o g g p. Grants the tenant the right to purchase the property if
. the leased property within a specified period at a , _ . .
Definition ] the landlord decides to sell it, under the same financial
price and under terms that have been agreed , ,
_ terms as any offer received from a third party.
upon in advance.
When is it During the option period, which is usually linked|When the landlord expresses the intention to sell the
activated? to the lease term or any renewal/extension of the|property or when the landlord receives an offer from a
" |lease. third party.
The tenant is not obligated to purchase; the
.. _ € .p The tenant is obligated to match the financial terms of
Obligation |tenant only has the right to decide whether to

exercise the option.

the received offer if they wish to preserve their right.

Purchase Terms

The option includes a pre-determined purchase
price and payment terms.

The right of first refusaldoes not contain

pre-determined purchase terms; such terms are
defined when the right is triggered and the tenant

matches the offer.
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Option to Buy vs. Right of first refusal to buy
Element Option to Buy Right of First Refusal (ROFR)

Impact on Rights

Enables the tenant to acquire ownership
directly upon exercising the option.

Allows the tenant to protect their investment rights,
but the right to purchase becomes effective only when
the offer is matched.

Impact on the
Landlord

The landlord has a legal obligation to sell if the
option is exercised.

The landlord is not obligated to sell unless they have
made a definitive decision to sell.

Typical
Documentation

A separate agreement (addendum) attached to
the lease agreement that specifies the terms,
price, and duration of the option.

A clause within the lease agreement or a brief
addendum that defines the activation procedure and
the period granted to the tenant to match the offer.

Practical
Example

The tenant is granted an option to buy the
property after 5 years at a price of $1 million.

If the landlord decides to sell the property, the tenant is
given 30 days to match the financial terms of the
third-party offer.
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Conditions for the Validity of the "Option to Buy"

Options and the right of first refusal to buy

E4A clearly defined purchase price or a method for determining it (e.g.,
fair market value at the time of execution).

A clearly specified option period (Option Period)

A statement that the tenant holds the right but not the obligation to
purchase.

An irrevocable offer to sell from the landlord.

y
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Activation of the Right of First Refusal (ROFR)

Options and the right of first refusal to buy

EdListing or advertising the property for sale.
Receiving a purchase offer from a third party.

Granting an option to purchase to another party.

4

Once any of these occur, the landlord must notify the tenant in writing of the sale terms (price,
payment conditions, and deadline).

The tenant is then given a specified period to match the offer (typically 15-30 days).

If the tenant matches the offer, a purchase agreement is executed between the landlord and thex

tenant. /
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Activation of the Right of First Refusal (ROFR)

R

Options and the right of first refusal to buy

Payment terms may be modified if they are economically equivalent to
the original offer (e.g., substituting cash with debt instruments of equal
value).

However, the purchase price may not be altered unless the adjustment
ensures the same net return to the landlord.
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Options and the right of first refusal to buy

Option to Renew vs. Option to Extend

Item Option to Renew Option to Extend
Execution of anew lease agreement. When this/An extension of the current lease. The original lease
Nature option is exercised, the original lease ends and a new|remains in effect and only the duration is extended,
lease begins—either on the same or modified terms. without executing a new agreement.
Required The landlord and tenant must sign a new lease. If the No need for a new lease. The extension clause is
Pro::]edures original lease contained an Option to Buy, it must be|exercised within the existing lease, and all original
reinserted into the new lease. terms continue to apply to the extended term.
Renewal - signifies the end of the current lease and/Extension — denotes the continuation of the existing
Type of Term _ o _
the start of a new lease. lease with additional time added.
Effact on If the Option to Buy is not restated in the new lease, Upon exercising the extension, the Option to
Option to Buy the right expires. Thus, the tenant loses the purchase/Buy automatically continues during the extended
right if not re-included. period. No need for restatement or documentation.
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Options and the right of first refusal to buy

Option to Renew vs. Option to Extend

Item Option to Renew Option to Extend
Legal The Option to Buy must be explicitly reinserted in the |No additional legal action is required. Extension
Treatf'nent new lease agreement. If omitted, the right inherently carries forward all original lease terms,
is considered waived as a matter of law. including the Option to Buy if time-bound.
A 5-year lease with an Option to Buy. If the ] ) )
] A 5-year lease with an Option to Buy valid for the
Practical tenant renews for another 5 years, the new lease
] lease term. If the tenant extends for 3 more years,
Example must restate the purchase option to preserve the _
ot the purchase option now runs for 8 years total.
right.
In a renewal, the new lease is legally independent, In an extension, the entire original lease remains
Important . . . . o :
Note and all rights, including the Option to Buy, must be |valid, including all clauses such as the purchase

reconfirmed; otherwise, they may lapse.

option—without additional documentation.
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Practical Examples

Scenario

The landlord grants a buyer an option to
purchase after the ROFR period expires.

The tenant submits a financially equivalent offer
but with a different payment method (cash
instead of financing).

The tenant provides insufficient loan security.

The landlord later modifies the sale price.

| Options and the right of first refusal to buy

Legal Analysis

This action constitutes an intention to sell and
immediately triggers the tenant’s Right of First
Refusal.

Legally acceptable as long as the net value to the
landlord remains the same.

Not acceptable — the offer is not financially
equivalent to that of the third party.

The Right of First Refusal is reactivated.
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Lease Life Cycle *(3) Lease
Administration *

) {

Lease Life Cycle *(4) Lease Expiration /
Termination*

1

D

Tenant Relationship Management ‘

Concept & Objectives

Relationship-Building Methods

Tenant Retention Programs

Problem and Conflict Resolution

Key Performance Indicators (KPIs) of Successful
Tenant Relationship Management

Rules for Terminating a Tenancy

Lease Life Cycle *(5) Post-Lease
(Recovery & Re-letting)*

Recovering Possession of
Property

Pre-expiration inspection

Post-Move-Out Inspection

Return (or Deduction from)
Security Deposits
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Lecture Summary: Quick Review

Lease Assignments & Subleases — Key
Concepts

)

Options and the right of first refusal to
buy

]

Concept

Types of Leasehold Interest Transfer

Types of Restriction-on-Transfer Provisions

Reasonable vs. Unreasonable Refusal of
Consent

Absolute Prohibition Clause vs. Cancellation
(Recapture) Clause

Comparative Roles During the Lease Transfer
Stage

Concept

Option to Buy vs. Right of first
refusal to buy

Conditions for the Validity of the
"Option to Buy"

Activation of the Right of First
Refusal (ROFR)

Option to Renew vs. Option to
Extend

Practical Examples
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Thank You



