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Lease
Negotiations
Are Part Dance,
Part Dogfight

A

re you thinking about slipping on your dancing shoes,
along with a pit bull’s attitude? Because that’s pretty much
what it takes for a successful lease
negotiation with commercial Landlords. That
and enough time, mainly for dancing.
To drag the best value
out of any Landlord, you
need to be prepared.
You need leverage and
William Gary
it takes time to develop,
more time than you think. You have to
dance for a while, just to get ready for
the dogfight.
The #1 mistake that Tenants often
make is not starting negotiations sooner. New lease, a renewal or an expansion? It doesn’t really matter. Having
more time, makes it more likely that
you can win the dogfight.
How long? It depends on the size
of your lease. For less than 5,000
square feet, you might get away with
6 months, but 9 to 12 months is better. For 5,000 to 15,000 square feet, 9
to 12 months gives you time to build
more leverage. Beyond that size range,
12 to 18 months is best.
It’s a big advantage for the Tenant to
have a battle-tested Tenant Rep by its
side, one talented and patient enough
to dance artfully, but prepared and
tough enough to put the big bones on
your side of the table.
To get ready for the next tango
over your lease, call William Gary at
303-294-0277. He’s got 27 years of
dogfighting with Landlords under his
collar.
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Exhilarating Roller Coaster Ride in U.K.
By Carrie S. Holstead, Managing Principal
ITRA / Carrie S. Holstead Real Estate Consultants, Inc.
Pittsburgh, Pennsylvania, United States

I

With Martin Levy, Managing Director
ITRA / Martin Levy Commercial
London, United Kingdom

could hardly write the terms fast enough—Freeholder, Licence to
Underlet, Practical Completion, Upward Only Rent Review, Solicitors,
Dilapidations, Superior Lease, VAT—before I added yet another one
that I didn’t understand to the list.
This was the kick-off call for my first
international real estate assignment. It
followed the request from our corporate
client’s real estate portfolio manager to
resolve an issue in
London that had
become a big problem for him. He
explained that others who had strong
ties at the very top
of his corporation
had attempted to
resolve this real
estate issue and
failed. Moreover, he
indicated that if we
solved this problem
it would probably
open the door to
future assignments
with this multi-national organization.
The conference call with our client
included Martin Levy, Managing Director
of our London office, and lasted 30 minutes. I took a deep breath after the call,
redialed Martin in London, and asked him
to explain the terms on my extensive list.
After 24 years in corporate real estate, I
felt like a beginner again. It was both an
eye-opener and a great lesson to learn: I
didn’t know what I didn’t know, at least
about corporate real estate transactions
in the U.K.
Over the course of working on this
project, I continued to ask many questions of my London associate and learned
what various terms meant. It proved
essential for me to have a trusted mem-

ber of our team who was native to the
London market and could comprehensively review every nuance of the transaction. Consequently, we successfully
resolved this real
estate
problem
which resulted in a
cost savings of $1.2
million or £734,160
to our client.
For me, a vital
component
to
understanding the
difference between
how the corporate
real estate market
operates in the U.K.
versus in America
is the terminology
used in transactions.
I, therefore, want to
share the terms and definitions below
and point out that Reinstatement and
Rent Review are hidden costs that cannot
be quantified prior to signing a lease:
• Alienation – Rights to assign or sublease (underlet) granted or excluded
from a corporate lease.
• Break Option – This term is used synonymously with what is referred to in
the U.S. as a termination or surrender
option, meaning an option to end the
lease prior to its scheduled expiration
date.
• Business Rates – A local tax that
is paid by the tenants (occupiers) of
all non-domestic/business property in
England and Wales.
Continued on page 5
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Corporate Tenancy in France—
C’est Magnifique

F

By Charles Tatham, Managing Principal
ITRA / Tatham Property Solutions
Paris, France

rance is the second largest European economy and has great infrastructure, food, wine, and flair, so there are plenty of business and cultural
reasons to have operations in France. But what are the compelling and
motivating factors for the corporate tenant considering expansion into or
relocation within the French market?

Here are five great reasons for doing so,
along with five potential stumbling blocks
to consider when leasing commercial or
professional space in France:
1. It is perhaps the most tenant-friendly country in Europe. Tenants are
spoiled by the flexible lease patterns in
that legislation obliges landlords to provide a minimum nine-year occupancy
term, and tenants can leave at the end of
the third or sixth year without penalty.
While it is standard for larger lettings
(upwards of 10,000 sq. ft. / 1,000 m2)
to require a six-year initial commitment,
tenants can contract out of notice rights
in exchange for commercial advantages
such as an additional rent-free period,
cash contribution for build-out, extension options, and so on.
It should be noted that rent reviews or
escalations are applied annually according to an index. After excessive increases in recent years, the government has
just created a new index that is, believe
it or not, more protective for tenants.
Watch out for the formalism in a French
contract. For example, Notice to Quit
must be given by a bailiff or it is invalid. I know of several executives whose
careers stalled after “giving notice” by
registered letter and unwittingly committing their corporations to three additional years of occupancy costs.
2. Be savvy about the legal system. In
France, the judge is on your side.
French lease law is designed for the
small shopkeeper rather than office or
logistics businesses and is, therefore,
generally favorable for tenants who
need to be protected from landlords.
For example, increases in the rental index have created opportunities
to exercise the “25 percent rule” for
leases that originated prior to 2004 -tenants can threaten a landlord with a
process to have the rental reviewed by
a court. This is an excellent opportunity to bring the landlord to the negotiating table and reduce occupancy
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costs without giving notice or risking
disrupted operations—no owner of
real estate wants the delays and uncertainty of a tenant-friendly court fixing
rent. We recently shaved over 30 percent off the rent in a French facility of
a U.S.-based corporation.
Beware the lack of precision in most
leases regarding reinstatement obligations and “dilapidations” at the end of
a lease. Tenants must return the space
to landlords in reasonably good condition, sometimes perfect condition, if
the lease has been inadequately drafted—by expiry. You’ll need to allow
additional time for construction, or
negotiate for the landlord to complete
the remedial works to avoid penalties.
3. There’s plenty of choice in property. The Paris region office market
claims to be the largest in Europe, in
excess of 500,000,000 sq. ft. / 50 million
m2.There’s a wide variety of space from
converted Haussmann-style apartments
(no air-conditioning, no communication/
data cabling, and an elevator boasting
a red velvet bench to rest on) through
unfortunate 1960s developments right
up to new construction that offers flexible space and some of the best energyefficiency in Europe.
The availability of public transportation
is a key consideration in the pricing of
corporate rentals, and this is reflected
in all the major office markets (Paris
region, Marseille, Lyon, Lille), which are
still recovering from the recent recession
and rental rates are now only beginning
to stabilize or increase.
While legislation has not yet been
passed, it is clear that obsolete buildings will have to be “greened” over
time. Therefore, make sure the lease
contract protects you from obligatory
upgrades. Also keep an eye on unexpected effects of local employment
contracts—companies may have to
compensate workers who are displaced beyond certain limits.

4. There’s advice available, so take it
and avoid the frustration of being
mistreated by the parties involved
in the transaction. Tenant representation is a comparatively new discipline
in France, perhaps because the opportunity to terminate a lease every three
years limits liabilities. As is standard in
most of Europe, transaction and advice
fees are payable by tenants. However,
landlords regularly contribute as part
of a package of concessions (rent-free
periods, cash contributions), and help
with build-outs. If you don’t ask for concessions, you don’t get them.
French brokers side with landlords since
they provide more recurrent business
than tenants—so conflict of interest is
inherent in the system. It is important
to know who is working for you. Some
brokers “forget” to tell their client that
fees are being duplicated by the landlord, allowing some transactions to generate one-off fees exceeding 30 percent
of a year’s rental. Our contracts with
clients always define project responsibilities and commit us to seeking fees
from landlords.
5. France can move fast. Despite the perceived relaxed atmosphere and regulated
35-hour work weeks, the French workforce delivers. When you need things
to happen on a tight deadline, we can
assemble the right project team. Recently,
we completed a fit-out of 5,000 sq. ft. /
500 m2 in just three weeks.
Remember that the holiday period
from Bastille Day (July 14) to the end
of August will impact your timetable.
You can get the job done, but the best
workers will either be on vacation or
fully booked.
The key to success in France is knowing
how corporate transactions are structured.
With ITRA Global representation, you can
gain valuable information about the subtleties of the French system to ensure your
transaction and overall corporate real estate
experience will be magnifique.
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Select
ITRA Global
Transactions
· ITRA / Sloan Street Advisors represented NASA and TRAX International
for a 120,000 square foot office lease
in Washington, D.C.
· ITRA / MacLaurin Williams represented Pearl iZumi for a 91,500 square
foot warehouse renewal in Denver,
Colorado.
· ITRA / Stagman Commercial Real
Estate Advisors represented Toll
Brothers for a 9,900 square foot office
lease in Boca Raton, Florida.
· ITRA / ExclusiveTenantRep.com
represented GSA for a 19,530 square
foot office lease in Norfolk, Virginia.
· ITRA / Rosen Realty Group
represented Mozilla Corporation for a
21,675 square foot office lease in San
Francisco.
· ITRA / Selinger Enterprises, Inc.
represented GADGE USA for a 9,100
square foot office lease in Long Island,
New York.
· ITRA / The Stevens Group represented Clover Food Lab for a 12,500
square foot industrial/retail lease in
Cambridge, Massachusetts.
· ITRA / Rosen Realty Group
represented Vertical Response for a
28,121 square foot office lease in San
Francisco.
· ITRA / Rosen Realty Group
represented Morgan Keegan and
Company for a 18,500 square foot
office lease in San Francisco.
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The
Advantage

Services

Office, Industrial
and Retail Facilities
• Regional, National,
International Headquarters
• Research & Development
• Life Sciences
• Warehouse / Distribution
• Manufacturing

Real Estate
Market Analysis
• Acquisitions
• Dispositions
• Lease Renewals

Negotiations
•
•
•
•
•
•
•
•

Proposals
Leases
Dispositions
Acquisition Contracts
State & Local Incentives
Sale / Leasebacks
Work Letters
Operating Expense
& Taxes Audits
• Architectural Engineering
Contracts
• Developer Agreements

State & Local
Incentive Negotiations
• Statutory and
Negotiated Incentives
• Cash Grants
• Infrastructure
• Tax Credits and Abatements
• Workforce Grants and Training
• Subsidized Land and
Building Costs

Strategic Planning
•
•
•
•

Model Development
Acquisition/Consolidation Analysis
Policies & Procedures Manuals
Space Planning

Location Analysis
•
•
•
•
•
•

Labor Market Analysis
Transportation Costs
Utility Costs & Availability
Quality of Life
Taxation
Market Accessibility

Financial Analysis
•
•
•
•

Buy vs. Lease
Build-to-Suit
Equity Participation
Sale / Leasebacks

Surplus Property Analysis
• Marketability
• Highest & Best Use
• Disposition Strategies

Project Management
• Needs Assessment
• Project Budget Management
• Selection and Oversight of
Design Team Contractors
and Vendors
• Move Coordination

Lease Management
• Lease Abstracting
• Financial Reports
• Tax & Operating Expenses
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ITRA Global Expansion Continues with New Major Market

I

n the past quarter, a new member with an office in another major
market—Northern New Jersey, USA—was selected as an affiliate
of ITRA Global, an organization comprised of leading real
estate professionals devoted to representing corporate tenants and
occupiers of commercial real estate worldwide.
ITRA / Kingsbridge Realty Advisors,
LLC, established and operated by Mark
Twentyman, is located in Chatham, New
Jersey. With over twenty-three years
of experience in the commercial real
estate industry, Mark has worked with
a wide variety of businesses, from startup operations to major corporations,
and has extensive knowledge in real
estate investment, development, management, and tenant representation.This
broad-based experience enables Mark to
provide a unique perspective and understanding when advocating for his clients
to achieve their objectives.
Prior to the founding of Kingsbridge

Realty Advisors, LLC, Mark was a principal in a national tenant representation organization. Between 1987 and

Exhilarating Roller Coaster Ride in U.K.
• Heads of Terms – Typically referred
to in the U.S. as a Letter Of Intent, this
outlines the most important business
points and serves as the term sheet
for a lease.
• Freeholder – One who has absolute
ownership (fee simple) rights to real
estate. We typically refer to this as a
Landlord in the U.S.
• Licence to Underlet – A licence
from the landlord to the tenant giving
consent to lease (underlet) the whole
or part of the property.
• Licence to Alter – A licence which
is required to be granted by the
Landlord prior to commencement of
the tenant’s improvements. Similarly,
a permit in the U.S. is required for
tenant improvements prior to construction.
• Outgoings – Charges levied on the
leased space or demised premises.
• Practical Completion – Typically
referred to in the U.S. as substantial
completion.
• Reinstatement – A hidden real estate
expense that can be very costly to
a tenant. This means the space must
be restored to an agreed condition at
the end of the lease term. Typically,
the landlord identifies a list of repairs
needed (dilapidations) and provides it
to the tenant prior to the termination
date. We advise our clients to scrutinize this cost carefully. (On this issue,
our advisory services saved the above
Issue 30

1994, he worked in London for Hillier
Parker, one of the United Kingdom’s
largest real estate firms. It was here that
Mark completed his professional training to become a member of The Royal
Institution of Chartered Surveyors, the
UK’s leading real estate organization.
Mark attended Reading University, where
he completed a three-year program—
earning a real estate degree with a specialization in finance. Prior to attending
Reading, Mark served as an officer in the
British Army for six years.
“Simply put, I joined ITRA Global
because I had discovered an organization composed of high quality professionals,” says Mark Twentyman, “and
whose client service philosophy reflects
my own core values.”
By telephone, Mark may be
contacted at +1 (973) 701-7800 or by
email at mtwentyman@itraglobal.com.

Continued from page 1

described client more than $700,000
or £428,120.)
• Rent Deposit Deed – Similar to a
security deposit in the U.S., a Rent
Deposit Deed is held by the Landlord
at the commencement of a lease as
security for payment of rent. Subject
to the terms of the deed, it is intended
to be returned to the tenant in full
with all accrued interest upon the
expiration or earlier lease termination (break). Note that in commercial
leases in the U.S., interest accrued is
typically not provided to the tenant.
• Rent Review – An expense that can’t
be quantified until after the lease is
signed. This is a review of the rent
by the Landlord, typically every five
years, to determine if it should be
adjusted. Modern leases still contain
a clause providing for an increase
only to the rent and never a decrease
(Upward Only Rent Review) that, at
best, will result in a minor increase
but during a tightening market can
be significant. We advise our clients
to fully understand the market before
agreeing to any rent increase resulting from a Rent Review. (On this
issue, our advisory services saved the
above described client approximately
$250,000 or £152,925.)
• Service Charge – This term is used
synonymously with what is referred
to in the U.S. as operating and tax
expenses.

• Solicitors - Lawyers
• Superior Lease - This term is used
synonymously with what the U.S.
refers to as a master lease, meaning
the controlling lease on which a sublease, which is known in the U.K. as
an underlease, is based.
• Superior Landlord – Owner of the
building in which the demised premises is located.
• VAT – Value Added Tax, which currently stands at 20 percent and is
based on the aggregate base and service charge, but is not assessed on the
Business Rates cost.
• Works – This is commonly referred to
in the U.S. as tenant improvements or
tenant fit-out.
While I’m still not our expert on
corporate leases in the U.K., Martin
Levy, managing director of our London
affiliate, is, and together we delivered
favorable results when others could not.
Today, we are working on our thirteenth
and fourteenth assignments in London
and soon the total cost reduction or
recovery to our client is expected to
surpass $41 million or £25,083,800.
So, instead of paying too much
because you don’t know what you
don’t know, contact an ITRA Global
affiliate to help you resolve your corporate real estate issues. It could mean
the difference between your company
spending or saving the equivalent of
millions of dollars.
Corporate Real Estate Strategies
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Global Coverage
NORTH AMERICA
Asheville
Atlanta
Austin
Boise
Boston
Chicago
Colorado Springs
Dallas
Denver/Boulder
Detroit
Fairfield County
Ft. Lauderdale
Houston
Long Island
Los Angeles
Maryland (Suburban)
Nashville
New Jersey (Northern)
New York City (Downtown)
New York City (Midtown)
Norfolk
Philadelphia
Phoenix
Pittsburgh
Portland
San Francisco/Silicon Valley
Toronto
Tucson
Virginia (Northern)
W. Palm Beach/Boca Raton

Washington D.C.
Westchester County, NY
LATIN AMERICA
Bogota
Buenos Aires
Caracas
Cordoba
Curitiba
Lima
Mexico City
Monterrey
Panama
San Jose
Santiago
Sao Paulo
EUROPE
Berlin
Cologne
Frankfurt
Gorzów Wielkopolski
Göteborg
Hamburg
Helsinki
London
Malmö
Munich
Oslo
Paris
Poznan´

Riga
Stockholm
Stuttgart
Tallinn
Vilnius
ASIA
Bangalore
Beijing
Chengdu
Chennai
Delhi
Hagatna (Guam)
Hangzhou
Hong Kong
Hyderabad
Mumbai
Pune
Seoul
Shanghai
Suzhou
Tokyo
Wuxi

North America

Latin America
Europe

AUSTRALIA
Brisbane
Melbourne
Sydney

Australia
Asia
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ITRA Global provides corporate real
estate services for tenants and buyers
throughout the world.
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