
A lease abstract is a summary of the financial and non-financial critical key points and amendments contained in a lease. The details of an abstract vary depending on the type of lease 

Lease abstracts helps in making critical decisions including


· Determination of cash flow for the valuation of a building or portfolio in connection with an acquisition, sale, financing or refinancing

· Preparation of a property owner's annual budget

· Accounts payable or year-end recoverable expense reconciliation

· Tracking changes to tenant profile

Beneficiaries

· Owners

· Property

· Managers & Asset Managers

· Lenders

· Investment Bankers

· Accountants

· Leasing Brokers

· Property Brokers

· Appraisers

· Law Firms 

· Consultants

The terms of the abstract can be categorized as 

Financial Information: The pertinent financial information include

· Tenant Name 

· Suite Number/Floor

· Commencement & Expiration Dates

· Square Footage

· Base Rent and Rent Abatements 

· Rent Escalations 

· Expense Recoveries 

· Percentage Rent (Retail Tenants Only)

· Subleases 

Other Lease Provisions

· Renewal Options 

· Expansion/Contraction Options 

· Termination Options 

· Relocation Options 

· Rights of First Offer/Refusal 

· Purchase Options 

· Parking Income

· Marketing/Media Fund

· Merchant Association Dues

LCD - The date upon which the landlord and tenant's rights and obligations pursuant to a lease begin.

LED - The date upon which the landlord and tenant's rights and obligations pursuant to a lease end.

· If the lease states a formula for LCD or LED, please state the formula, provide a cite and the date per RR. “Earlier of:  i) date that LL delivers Premises to T and ii) date T opens for business. (1/§1.03) (01/15/05 per RR).”

· If the lease states a scheduled LCD within a formula and that scheduled date matches the LCD per RR, please capture the scheduled date as though it was a firm date.


Please note Lease Commencement Date may or may not be the same as the date of the Lease or the Rent 



Please capture the commencement date of the original lease.  Please be careful as amendments will often give a new commencement date due to expansion or exercise of renewal option.  


Square Footage


Also called the ‘Leased Premises’ or the 'Demised Premises', refers to the size and location of the premises to which the tenant has obtained possession pursuant to a Lease.

· If lease states that the Premises are “approximately” 2,100 square feet, be sure to capture that sf is approximate.  For example, please state for square footage “approx. 2,100

· If the tenant occupies more than one space, and the lease expiration dates including the psf rent steps are the same, capture the total area.

Base Rent and Rent Abatements

Base Rent - The minimum amount of rent due under a lease. Base Rent may be quoted on a gross basis (a portion of recoverable expenses are included in Base Rent) or a net basis (Base Rent excludes any portion or recoverable expenses, with the amount paid by a tenant being 'net' to a landlord).

Rent Abatement (if required) - The reduction or elimination of a continuing charge (including Base Rent, expense recoveries, percentage rent and/or any other cash consideration) required to be paid by a tenant under a lease for a specified period of time.


· Capture rent on annualized basis.

· Current and future rent abatements should always be captured with Current Rent and Rent Steps. 


Please do not capture rent abatements associated with co-tenancy or other clauses under this section


Reimbursement - A reimbursement by the tenant to the landlord for expenses of a property which are originally paid by the landlord. The mechanics for calculation of the Expense Recovery will depend upon whether the lease is a Gross Lease or a Net Lease. Also called a 'Pass Through'.


Gross Lease – A lease type whereby the landlord is responsible for the payment of all recoverable expenses of the building. Such recoverable expenses are typically included in the calculation of Base Rent. In some Gross Leases, the tenant never pays a pro-rata share of recoverable expenses. In others, the tenant pays its pro-rata share of recoverable expenses over an Expense Stop.


Expense Stop - For gross leases, the amount which recoverable expenses must exceed before a tenant is required to begin paying Expense Recoveries. Stated differently, the Expense Stop is the amount of recoverable expenses which will be borne by the landlord before a tenant is required to pay their proportionate share of such expenses. The Expense Stop may be stated as an absolute dollar amount, a dollar amount per square foot or a Base Year (the recoverable expenses incurred in a defined calendar or fiscal year).


Base Year - For gross leases, the recoverable expenses for an annual time period (either a calendar year or a defined fiscal year) above which a tenant is required to pay their proportionate share of such expenses. Typically, the Base Year is the year in which a lease commences


Cap - The maximum amount which is required to be paid by a tenant for a charge which, in the calculation of such charge, includes a component which is outside of the tenant's control. As an example, caps may be applied to expense recoveries, CPI adjustments and porter's wage adjustments. Caps may be expressed as an absolute dollar amount, an amount per square foot or a percentage increase. Cap can be cumulative or non-cumulative.


Cumulative Cap and Non-cumulative cap - A non-cumulative cap means that the costs wont increase more than x% for that one year compared to the prior year. A cumulative increase means the cap grows by x% regardless of the actual increases each year.

Cumulative cap and Non-cumulative cap – Example

Cap – 5.0% 

CAM - $8.00/SF initially

Actual expense increase 


Year 1 – 2.0%


Year 2 – 3.0%


Year 3 – 8.0%

PSF Reimbursement

Year 1 – $8.16/SF

Year 2 – $8.40/SF

Year 3 – $9.08/SF

Scenario 1 – Non-Cumulative Cap

Year 3 – $8.82/SF (actual increase at $9.08/SF, increase is capped to 5%)

Scenario 1 –Cumulative Cap

Year 1 – $8.40/SF

Year 2 – $8.82/SF

Year 3 – $9.26/SF

The cumulative cap can grow much faster than actual increase in expenses, and is generally preferred by Landlord


Net Lease - A lease type whereby the tenant is responsible for the payment of its proportionate share of all recoverable expenses of the building. Such recoverable expenses are excluded from the calculation of Base Rent. In other words, the Base Rent received by the landlord is net of expenses


Proportionate Share - The percentage which, when multiplied by reimbursable expenses (less an Expense Stop if a Gross Lease), equals the amount to be reimbursed by a tenant to the landlord for Expense Recoveries. Typically, the percentage is calculated by dividing the net rentable area of a tenant's leased premises by the net rentable area of the building, although this is not always the case.


Gross-Up - A lease clause that allows the landlord to increase recoverable expenses which vary with occupancy to an amount that would be incurred if a defined level of occupancy was achieved. Gross-up clauses typically allow the landlord to gross-up variable operating expenses to 95% or 100% occupancy.

· Is there a reimbursement obligation for CAM?  If not, state “Gross” rather than “None”

· If yes, look at the CAM definition.  Does it include taxes and insurance?  If so, please state “Included in CAM” under taxes and insurance.  This is true even if the lease states a separate obligation for tax and insurance.  The defining distinction is the inclusion in the CAM definition. 

· If CAM definition does not include taxes and/or insurance, does lease state separate obligation(s) for taxes and/or insurance?

· If there is a reimbursement obligation for any of CAM, Taxes & Insurance, what is Tenant responsible for?  All expenses incurred?  Only expenses such that they exceed a certain threshold (e.g. base year or expense stop)? 

· How much does T pay?  Is it a fixed amount?  PRS? 

· If fixed, is there an automatic increase?  Is it a specific percentage (e.g. 3% annual increase)?  Is there an annual CPI increase? 

· Are expenses grossed up?  Is percent specified or does lease just say “as LL reasonably determines”? 

·  Are there any caps on Ts obligation?  Are caps cumulative or compounded? 

· Tax:  Are there any limitations on reimbursements for tax such as increases due to the sale of the building?  Is there any Prop 13 type language? 

· Tax:  Does the method depend on how taxes are assessed?  For example, often T pays taxes directly if separately assessed; however, if taxes are not separately assessed, T will pay PRS.  If tax reimbursement is dependent on assessment, please state “If separately assessed, T pays directly.  If not separately assessed, T pays PRS.”  

· Tax & Ins:  Does the lease have different reimbursement obligations for Common Area and Premises?  For example, “Common Area Included in CAM; Premises T pays directly”

· Mgmt/Admin Fees:  Capture Fees which are expressed as a percentage.  For example, “10% of CAM” or “3% of gross receipts of Shopping Center.”  

· For Office tenants capture space related utility reimbursements

· For specific format refer sample received or examples of Reimbursement Obligations available as part of “EMR Manual Situs 07-09-07”


Percentage Rent - Retail leases often have rent based on a percentage of gross sales in an amount over a certain base or breakpoint 


Breakpoint - In retail leases, the amount which Gross Sales must exceed before a tenant is required to begin paying percentage rent. Breakpoints may be 'natural' or an arbitrary dollar amount. A 'natural' breakpoint reflects the amount of Gross Sales which, when multiplied by the Overage Percentage, equals Base Rent (stated differently, a natural breakpoint is calculated as Base Rent divided by the Overage Percentage). If a breakpoint is not natural, then the amount of the breakpoint (stated as an absolute Gross Sales amount or Gross Sales per square foot) is arbitrarily determined based upon negotiation between the 


Please state a natural breakpoint as “natural BP.”  Unnatural breakpoints should be stated in dollar amounts and include the date and amount of any future increases. 


5% of GS over $1,000,000.00 BP


BP increases:


01/01/09  $1,500,000.00 BP


01/01/11  $2,000,000.00 BP


Sublease:  A lease executed by a tenant (the 'Sub-Lessor') to another lessee (the 'Sub-Lessee') for a term equal to or shorter than that held by the tenant under it's original lease with the landlord. In most subleases, the original tenant remains primarily liable to the landlord for the performance of lease obligations, including the payment of Base Rent and Additional Rent, and the Sub-Lessee is liable for payment of sublease rent to the Sub-Lessor. Subleases usually require landlord consent.

· Sublease:  Subleases should not be separately abstracted.  However, if there is a valid Sublease for some portion of the Premises and/or Current Term, in the Comments column, please identify the document, the Sub-LL, the Sub-T, size of the Sublease Premises, and the Sublease Term.  For example, “Under Sublease, dated 11/02/00, Bobbles & Beads sublet to Widgets, Inc. 1,063sf from 12/01/00 – 11/30/10.”
Capture other lease terms if required

Renewal Option - The right of a tenant to extend the lease term for a specified period of time and at a pre-defined rental rate. In many instances, the rate is defined as a percent of market rent, and in others, the rate is a specified dollar amount or amount per square foot. An Auto-Renewal option is a form of Renewal Option whereby the lease term is extended automatically on the expiration date without any notification requirement.


Includes renewal term, notice requirements, whether option is automatic and rent.

Please capture future renewal options only. In case an option has expired captured as “Option Expired”. 

If there are no remaining options (i.e., all options have been exercised by tenant capture the same as “None Remaining”



Expansion/Contraction Options- An option granted to a tenant allowing the tenant to increase/decrease the amount of leased premises at a future date. In an expansion option, the expansion premises, notification date, effective date and rent are typically clearly defined. In addition, the right of the tenant to expand via such an option is not contingent upon the occurrence of any event related to the expansion premises (i.e., availability for lease, offer from third party). An Auto-Expansion option is a form of Expansion Option whereby the premises are expanded automatically on the effective date without any notification requirement. 


Includes effective date, description of encumbered space, notice requirements, whether option is automatic, contraction fee, tenant allowance, rental terms, and whether option is independent of prior option(s).


Rights of First Offer/Refusal: 


Right of First Offer - Also called a 'ROFO', a right granted to the tenant to lease additional, pre-defined space when such space becomes 'available for lease' and before such space is offered on the open market. Typically, the landlord has the obligation to notify the tenant that the space is available for lease, and the tenant has a pre-defined period of time after receipt of such notice to either accept or reject the offer. Rent for space leased via a Right of First Offer is typically market rent.


Right of First Refusal - Also called a 'ROFR', a right granted to the tenant to lease additional, pre-defined space after a bona-fide offer has been received from a third party for such space. Typically, the landlord has the obligation to notify the tenant of receipt of the bona-fide offer and the terms contained therein, and the tenant has a pre-defined period of time after receipt of such notice to either lease the space on the terms contained in the third party offer or to reject the space.


Includes notification requirements, description of encumbered space, whether option is a one-time right or continuous, rental terms, whether option is subject to rights of other tenants and any other information necessary to understand the option.


Purchase Options - The right granted to a tenant to purchase a building (typically the building for which they are currently in occupancy) at a specified time in the future and for a specified price.


Includes notification requirements, effective date and purchase price agreement.


Tenant Allowances -  Includes amount (if unspecified, then the scope of LL’s required work), timing (including future allowances), limitations on usage of allowance and treatment of any unused allowance


Only future or remaining TI allowances needs to be captured


Go Dark/Co-Tenancy


Go Dark - A clause in a retail tenant's lease which allows a tenant to cease operations at a property if a defined event(s) should occur.


Co-Tenancy - A clause in a retail tenant's lease which provides remedies to a tenant in the event that another tenant, typically an anchor or major tenant, ceases its operations at the property.


Includes conditions and the alternate rent to be paid, and the period.


Termination Rights – An option granted to either a landlord or tenant to end the term of a lease prior to the scheduled Expiration Date. In some terminations, the lease requires the terminating party to pay a fee for the right to cancel.


Termination rights usually involve Ts ability to terminate if:  (1) the (retail) tenant fails to achieve a gross sales amount for a certain period; (2) the LL rents space which violates Ts exclusive right; (3) the T dies or becomes disabled; (4) a specialized operating permit or license is revoked; (5) the (government ) tenant loses its funding; (6) after a specified period of time has passed; (7) of a specified portion of the premises is designated; (8) if the premises are not delivered or completed by a particular date; and (9) if co-tenancy levels are not met or are not maintained.  


Capture Tenant’s termination rights. : Includes effective date, notice requirements, termination fee amount and timing of payment, and, if applicable, special conditions that give rise to option to terminate.


Do not include termination rights due to default, eminent domain, casualty, or hazardous materials

Use Clause/Exclusivity /Restrictions – 


Use Clause - Includes description of how tenant may use the leased premises 


Exclusive Restriction - The right granted to a tenant to be the only tenant in a property who may engage in a specified business use at that property.


Restriction – Restrictions pertaining to the usage of space for a particular purpose


Capture tenant’s exclusive rights and the action to that can be taken by if exclusivity is not met. If tenant has termination right if the exclusivity/radius restriction is not met capture the same and make note of the same as part of “Termination Rights”.  Also summarize/paraphrase the list of exclusive items/restricted items.
The following terms are captured as part of “Other Income” if available



Parking Income– Capture the number of reserved or unreserved parking spaces, and the per month rates for the same. Also capture any increases/adjustments to existing rates.


Merchant Association Dues - An association organized by a landlord of a shopping center but operated jointly by landlord and tenants of the center which collects funds for use in the advertising and promotion of the center to the benefit of all tenants. In many instances, the landlord is required to match a specified percentage of the Merchant Association Dues received from tenants 


Marketing/Media/Promotion Charges - A fund established by the landlord of a retail property whereby tenants are required to make specified contributions to the fund for the purpose of promoting the property in the local media. The fund is managed by the landlord and, in many instances, the landlord is required to make a defined number of promotions per year.

Capture the amount due initially and also any increases/adjustments to existing rates

