
By Sheryl L. Mazirow, CCIM

What you don’t know, can and will cost you.
What don’t you know? Many hidden items in a lease that cost Tenants money over a

lease term. Such as the pass-through of Operating Expenses – the cost for operating the
building. A “BaseYear” determines the landlord’s charges for operating expenses in year
one of a lease which the landlord absorbs. This “Base year” of costs is then used as a
comparison of operating costs in subsequent years during the lease term. It is it essential
although not standard in leases, that the base year be “grossed-up” to reflect a building
that is at least 95% occupied. This issue is hi-lited in today’s market given the significant
vacancy in the market. Items such as the utilities, water, supplies, and janitorial will cost
the landlord less money in a building with a 20% vacancy than a building with a 5%
vacancy. If in a base year there was no “gross-up” for the costs of running the building, a
Tenant would see significant increases each month in comparison years on Operating
Expenses when the building was 95% or 100% leased.

Is the computing of the floor area using the standard method pursuant to The Building
Owners and Managers Association guidelines? Can the amount of square footage
change during the lease term? Yes often leases do provide landlords with the right to
increase the amount of square footage thereby increasing the rent due if not addressed in
lease negotiations.

Have an Option to renew the lease at market? What’s market? In the body of the
lease is “market” simply limited to the rental rate without consideration to concessions of
the market at a given time? In today’s tenant’s market rental abatement and tenant
improvements are certainly one of many standard “market” items that a wise tenant will
address. Often in the fine print of the Option language the rental rate is at market, how-
ever if market is less than the last month rent, the new rent will be the higher of the two
numbers. Essentiality a tenant is being penalized for already being an existing tenant
under the previously describe scenario, if the option clause is not carefully drafted to
protect the tenant.

Tenants easily over look significant major issues when negotiating a “rental rate.” Ten-
ants, for ideal positioning should commence the process eighteen to twenty four months
prior to a lease expiring or option notification. The need for tenants to plan for address-
ing lease expiration is further enhanced by the “Holdover” provision often found near the
end of a lease document. A “Holdover” provision outlines the cost for a tenant remain-
ing in the premises beyond lease expiration, even if a tenant remains in the premises
with the landlords consent. This “Holdover” cost could run as high as 300% of the last
month rent, another unforeseen expenditure if a Tenant does not protect themselves.

You have negotiated aggressively for the high identity location of being located direct-
ly off the elevator lobby. Can the Landlord relocate you?Yes again. Leases provide the
Landlord the right to relocate a tenant at the Landlords discretion, again an unforesee-
able cost which may be limited or avoided with careful attention to this clause.

A mere $.25-cent increase in rental rate for 5,000 square feet hits the bottom line with
a $75,000.00 increase of occupancy cost over a five year lease. You would never go to
court permitting the opposing council to represent your interest, do not go to the negoti-
ating table without your own Tenant Advocate.

Sheryl Mazirow, CCIM, is President of Mazirow Commercial, Inc. Learn more by call-
ing her at (805) 449-1945 or visiting www.tenantadvisory.com.
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“The 'green laws' I'm talking about can't fix your 
slice or erase your snowman.”

If you want to go for the green, 
Greenberg & Bass can help get you there. 

16000 Ventura Boulevard, Suite 1000
Encino, California 91436

818-382-6200 www.greenbass.com

G&B has been the go-to green law firm since “going-green” meant more than 
using a hybrid to make that impossible approach shot.  With new green 
regulations and opportunities emerging daily, navigating the green legal 
landscape can be as difficult as navigating Augusta.  No matter what business 
you are in, G&B has the experience and know-how needed to help you avoid 
those bogies.
 
Go for the green.  With G&B as your caddy, you can't miss.

PCL Construction Services, Inc.
700 N. Central Avenue, Suite 700   Glendale, CA 91203      

Phone (818) 246-3481   CA License #474555

Renew Restore  Revitalize

Alhambra Cooling Tower
Alhambra, CA
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With Corporate Leases,
When is a Deal
Set in Stone?

Real Estate

By Pete Frame

Misinterpretations about the lease
and its parameters are a common
occurrence between tenants and

landlords. In order to minimize some of
these potential conflicts, here are a few
important rules and guidelines to follow to
make sure your Deal is a Deal….

Almost all commercial leases fall within
the “Statute of Frauds”, which requires that
obligations of both parties must be in writ-
ing in order to be enforceable. The writing
must be specific as to the obligations of the
parties thereto, as well as complete within
itself, without the requirement of other doc-
uments, in order to be enforceable by
either party according to its terms. These
enforceability issues are among the many
reasons that each party to the lease should
have a fully executed lease document in its
possession.

The “in writing” requirement will almost
always apply to proposals and counter-pro-
posals which are common during lease
negotiations. Even though verbal commit-
ments to terms and conditions will general-
ly be unenforceable, verbal negotiations
are often unavoidable and common in the
business. With regard to written offers and
counter-offers, it is commonly accepted
that in order for an offeror to be bound by
an offer, it must be accepted in its entirety,
(basically a mirror image of the offer must
be accepted by the offeree). Anytime a
counter offer is made, the preceding offer is
considered void and not enforceable
against the offering party.

Time periods between offers may also
become significant should a dispute arise.
A time period in which the offer is open for
acceptance should always be included in
the offer. If an offer fails to include a dead-
line for acceptance, and a dispute arises
regarding the offer, the courts will assign a
reasonable time period to the offer, which
reasonableness can vary greatly depending
on the circumstances. Therefore to avoid

unfavorable interpretations, time periods
should always be included in offers.

Another practice that is rarely followed,
but that could have significant conse-
quences, is verification of authority of the
parties executing the lease document. There
are legal consequences that could result
from the lack of authority of a person exe-
cuting the lease document. One of the
obvious results is that the lease could be
considered unenforceable against the entity
due to the fact that the signer did not have
authority to bind the company. One way to
avoid this situation is to have corporate res-
olutions authorizing certain individuals to
execute documents on behalf of the corpo-
ration, which resolutions can be broad so
as not to require a new document each
time a transaction is entered into. Another
less obvious reason to insure that docu-
ments are properly executed is that the offi-
cer of a tenant could be exposed to person-
al liability under the lease document. Often
with smaller businesses, the principals
believe that the corporation is duly organ-
ized, authorized to transact business, and
in good standing with the state. Sometimes
this is not the case. Before executing a
lease, the tenant should verify with the Sec-
retary of State, corporations division, that
the entity has been duly organized, is in
good standing, all fees have been paid to
date, and the entity name is correct. Some
courts have held that because the entity did
not exist, or was not in good standing, that
the principal executing the lease could be
personally liable for the obligations under
the lease.

These are just a few of the many issues
upon which the validity of a lease may
hinge. Always remember to 1) put every-
thing in writing ,2) date it, and 3) make sure
any person signing is authorized to do so.
These few steps should help to make sure
your Deal is a Deal!

Pete Frame is a freelance writer and
retired real estate agent.

By Luke Albarn

Growing a company can be excit-
ing, but it can also be pretty trying.
Even handling the infrastructure

can bring headaches. If you find yourself
saying "We'll just squeeze Bob in here,"
when your new hires are about to start,
perhaps it's time to consider a move to
roomier headquarters.

A commercial real estate broker will
help you find office space, but before you
even start talking to one, you should calcu-
late roughly how much space you'll need.
Private offices range between 120-200
square feet each, workstations 36-80
square feet, and conference rooms 200-
375 (up to 10-12 people) square feet. You'll
likely also want to consider other ancillary
spaces like storage areas, closets, a fax-
ing/mailing room, or a kitchen.

Then, spend some time thinking about
where you'd like to move, as well as what

that space should look like. Is it important
that you be near public transportation or
your customers? Or perhaps an alarm sys-
tem is a must-have. Knowing what you're
looking for beforehand can help you get a
sense for costs, so that you can adjust your
budget or your criteria as necessary.

Real estate costs -- measured in dollars
per square foot, vary greatly. The Building
Owners and Managers Association
(BOMA) classifies buildings according to
their location, appearance, and cost. Class
A space, for example, is typically a mod-
ern, attractive, secure building in desirable
location. But Class A space in a metropoli-
tan area is far more expensive than Class A
space in a less-populated region.

Once you know what kind of space you
want and how much you can pay, it's time
to find a broker. Brokers are plentiful, and
each tends to specialize in a particular type
of space (manufacturing vs. office, for

Basic Facts of Life in
Commercial Real Estate
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By Tim Russell

Finding the right property in residential
real estate is a little easier than in
commercial real estate. For one thing,

many commercial properties are not listed
in the multiple listing service. This makes it
difficult to actually see everything out there
without talking with a lot of realtors. It
makes sense for most to enlist the services
of a buyer's agent to help you find every-
thing that is available. Agent commissions
in commercial real estate are much more
negotiable than in residential real estate.
They'll also be able to help you determine
the properties that are zoned for the type of
business you're in, parking space require-
ments, advertising regulations, etc.

Classes of Office Space
Office space is divided into three

classes -- Class A, Class B, and Class C. The
classes are just what they imply, that is
higher quality at the A end and lower
quality at the C end. The classes are based
on the age of the building, the type of
construction, the location, the amount of
renovation, and the amenities that the
building provides. You may also run across
what is now being referred to as Class E
Office Space in some cities. These are old
buildings class B buildings that are being
considerably renovated to become spaces
with a totally different look. They usually
have very high ceilings, lots of large win-
dows, and lots of wood. They seem to
appeal to the high tech and dot-com
groups. (Hence the "E" designation.)

The dollars per square foot will vary
quite a bit from one class to the next, so

consider the amenities, location, as well as
the "look" you need before starting your
search.

See as many spaces as you can, and pull
out the list you created earlier in the plan-
ning process. Make sure you have priori-
tized the features that are most important to
you and your business, and give them the
most consideration when looking over the
properties. Don't let yourself be blinded by
one spectacular feature in a property when

some of the other equally important fea-
tures are less spectacular than what you
need. You can even create a scoring sys-
tem to help you compare each property
equally. Regardless, of the system you use,
take notes about the plusses and minuses
of each site, and take photos to help keep
them straight in your head.Visit the sites on
your short list often and at different times of
the day to observe the changes in traffic,
noise, and other potential problems. Don't
let your emotions rule your decision!

Don't forget to also investigate "build-to-
lease" options also called "build-to-suit
leases." If you find the right developer you
can tailor the space to your needs and then

lease it. This option will require a lot of
work on your part to make sure you're
getting the quality and structure that will
suit your needs. Keep in mind too, that the
developer you work with will probably not
own the building for the length of your
lease.

Inspect the property
So you've found a good spot -- you

think. You like the location. It's passed all
of the tests so far. So what else do you have
to look at before you sign on the dotted
line? Here are some things to make sure
are on your list of questions.

• First of all, how old is the building?
With age can come problems and difficul-
ties in incorporating new technologies.

• Are there structural problems? Talk
with other tenants and see if they've had
any problems either with the building itself,
or even with the landlord.

• Does the roof leak?
• How old are the HVAC systems?Will

you be dealing with periods of no air in the
summer and no heat in the winter?

• Is it wired for computer networks,
internet access, or other electronic items? If
not, will you have difficulty wiring it
because of the types of wall materials or
ceiling?

Is there adequate security? Security fea-
tures can include:

• steel security doors
• security gates that fold out of the way

during office hours
• alarm systems that can be monitored

by a security firm or the local police
department

• video cameras to watch entrances and
exits

• bullet-proof glass
• fenced parking
• external lighting all around the build-

ing
• security guards
If you're buying the property you need

to dig even deeper. Sometimes literally! For
instance, you may need to do a Phase 1, 2,
or 3 site assessment to make sure there is
no environmental contamination that you
will be dealing with. Sometimes the lend-
ing institute you are getting your loan from
will require it.

So what do these assessments entail? A
Phase 1 assessment involves reviewing the
past uses of the land, and government envi-
ronment records concerning the property,
and a simple observation of the property. If
this first assessment shows up any potential
contaminations or problems then a Phase 2
assessment is needed. Phase 2 involves air,
water, and soil samples. The third type of
assessment, sometimes referred to as a
Transaction Assessment, only takes into
account the use you are proposing for the
site. It does not take into account any past
uses or problems. This is the assessment
you would need if the site has previously
passed a Phase 1 assessment and had no
problems.

It is also recommended by most in the
real estate profession that any property,
whether it is being leased or purchased, be
inspected by a professional inspection firm.

Tim Russell is a freelance writer.

500 North Brand welcomes Community Bank as an 
addition to the building’s 5-Star Worldwide amenities

500 North Brand is a 404,100 square foot, 22-story Gold LEED-certifi ed offi ce tower with an adjacent two-story pavilion building containing 
an additional 15,700 square feet of office and retail space. Located in the heart of Glendale’s Central Business District, 500 North Brand is 
the first Class A high rise office building in Glendale to achieve the prestigious Gold LEED® certifi cation by the U.S. Green Building Council.

500 North Brand: The Future of Business 
Leasing information: Douglas P. Marlow (818) 502-6707 and Scott Crawshaw (818) 907-4787 • www.500NorthBrand.com

From its new, ground fl oor 5,300 SF location at 500 North Brand, Community Bank will now be able to provide its 
customers an upgraded banking experience in a premier offi ce tower in the heart of downtown Glendale, with close proximity to 

the freeway, convenient parking and a professional business environment with the building’s 5-Star Worldwide amenities.  
Community Bank is a Member of the FDIC and an Equal Housing Lender offering a range of personal and business banking services. 

CBRE would like to thank John Berger, Coldwell Banker Commercial, 
for his professional representation of Community Bank.

Double-Checking That the Space is Right forYour Office

AN ADVERTISING SUPPLEMENT TO THE SAN FERNANDO VALLEY BUSINESS JOURNAL November 8, 2010 47

Real Estate

Don't let yourself be
blinded by one spectacu-
lar feature in a property
when some of the other
equally important features
are less spectacular
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ByWalter Collier

If there is one thing missing from the“tenant toolkit” in a typical office leas-
ing arrangement, it is the necessary

education and/or experience to make the
deal sound.
In that the average executive will only

negotiate a handful of leases over the
course of an entire career, competence is
often difficult to achieve. While hindsight is
always 20/20, the learning curve is just too
steep. Learning by making mistakes can be
extremely costly. As a result, a company's
representative (i.e. owner, office manager,
etc.), will usually seek out advisors (i.e. real
estate brokers, attorneys, etc.) to assist in
the process.
This can be something of a hit or miss

scenario, since many tenants may not even
know enough to properly evaluate the skills
of the individuals offering them assistance.
Tenants must work to educate themselves
so that they become proactive participants
in the process of leasing space, rather than
merely spectators at the mercy of their cho-
sen advisor's level of competence.
An attorney is a key member to the

team but many tenants fail to seek out this
type of expertise. In our experience, an
astounding 90% of the smaller tenants (i.e.
those occupying under 10,000 square feet
of space) choose not to engage an attorney
and often sign the landlord's "standard
form lease" agreement with few, if any,
changes!
When the landlord says "It's our STAN-

DARD lease, everyone signs it!," Stop right
there!
"Standard" does not mean right or fair to

the tenant. When you consider the poten-
tial negative effect a lease can have on a
company's bottom line, this is penny wise
and pound-foolish.
When you come right down to it,

almost every business enterprise will enter
into a lease for some type of space every
three to five years and the lack of available
education on the subject is appalling.
It is up to every tenant to take the time

to learn and understand the process so that
should you utilize the services of a broker
(and you should), you will have gained the
knowledge necessary to guide the process
and then monitor the broker's perform-
ance.
More importantly, you will better under-

stand the full ramifications of any lease that
you are about to sign. Leases are usually
very long, complex and often printed in
very small type. For the most part, everyone
hates to read them. Big companies, who
have their own real estate department, in-
house attorneys and multiple business
locations, are used to modifying leases to
their own standards and landlords are used
to negotiating those changes. If you don't
fit that profile, you're going to have to do a
little work to protect yourself. Consider the
following sampling of concerns:
If the large tenant next door wants your

space, can the landlord relocate you else-
where in the building? Most leases say the
tenant can be relocated into "similar" space
and the landlord will pay for some moving
costs. What if the new space is larger?
What if you have specific business
machines that will be costly to move? Does
the lease protect you? How much time do
you have before you must tell the landlord

whether or not you will accept the move
and can you reasonably refuse or do you
have the option to cancel the lease?
The landlord wants you to indemnify

him against everything... but does he
indemnify you?
Did you read the "Additional Rent" or

"Common Area Maintenance" section of
the lease?Wow, now there's a confusing
concept. Do you know what your compa-
ny's financial exposure is? How do you
know that you aren't paying your pro-rata
share of someone else's ski trip to Europe?
A lease is a contract, just like any other

contract your company might sign. Why is
it that the vast majority of tenants simply
sign the landlord's "standard lease" with
only minor modifications, if any at all? If
any other vendor presented you with a
contract, you wouldn't hesitate to modify
the language such that your interests would
be protected. Remember, "standard" does
not mean right or completely fair to the
tenant!!!
You might ask, "But shouldn't we be

able to rely on our advisors in such an
instance?" Tenants often involve their attor-
ney far too late in the negotiation process
to be 100% effective. When issues arise
late in the negotiation, the landlord will
often feel that the tenant is attempting to re-
trade the deal and become resistant to
making changes that are detrimental to his
position. Clearly, involving an experienced
real estate attorney throughout the entire
process can help to insure that all the
important issues are in focus early on in the
negotiation.

Walter Collier is a freelance writer.
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21600 Oxnard St. Ste 250 • Woodland Hills, CA 91367 • 818.676.1750 • www.sfvbj.com

WOMEN IN BUSINESS AWARDS

Wednesday, February 16, 2011
5:30 PM - 7:30 PM

Warner Center Marriott Hotel
21800 Oxnard Street

Woodland Hills, CA 91367

Phillips Graduate Institute

Over the past 10 years, the San Fernando Valley Business Journal
has recognized 120 professional women for their
outstanding achievements in business. To celebrate this event’s
10th anniversary, all 120 past honorees will be recognized.
Special awards will be given to women working in the following
categories:

We’ll also present awards to the corporate business woman of the
decade, the business owner of the decade and a third award to
an outstanding professional working woman for her community
service. Estimated attendance 400.

• Accounting
• Banking/Finance
• Education
• Health Care
• Hotels / Hospitality

• Insurance
• Law
• Manufacturing
• Real Estate
• Technology

Since the 10th anniversary event is comprised of the past
honorees, nominations are not required this year.

$75 per ticket/reservations required by February 9th
Reserved tables of 10 are available through the

purchase of an advertising package

10TH ANNIVERSARY

For sponsorship and registration information,
visit www.sfvbj.com and click the “events” tab,

or contact us at 818.676.1750

BRONZE SPONSOR

First Private Bank & Trust

SILVER SPONSOR

PLATINUM SPONSOR

2011 Special Event

Don’t Sign That Standard Lease!
Real Estate

example) and geographical area. Particular-
ly in a hot market, it's advantageous to find
a broker who is intimately familiar with the
area you are eyeing, because they often get
the inside scoop on space that's about to
become available; you can at least have a
chance of getting to it before it's widely
marketed. Brokers also can provide insight
on the quality of different landlords.
However, there are brokers who work

for the building owner, not you. Some bro-
kers work on commission, which is paid by
the landlord and usually ranges between 3-
7 percent of the cost of the lease. This prac-
tice can lead to situations where your bro-
ker is not working in your best interest.
With that in mind, make sure you get a

disclosure statement upfront, which details
whether the broker is representing the
landlord or the tenant or both. The Com-
mercial Investment Real Estate Institute
(CIREI) mandates that all members adhere
to their Code of Ethics and Standards of
Practice. It's best to look for brokers who
are affiliated with the Society of Industrial
and Office Realtors (SIOR) and are Certi-
fied Commercial Investment Members
(CCIM). These designations will ensure that
you're dealing with an educated and rec-
ognized professional.
Once you have found your broker and a

site you like, you are ready to start the hard
part --negotiating. But tips on getting the
best deal will have to wait for a future col-
umn.

Luke Albarn is a freelance writer based
in Tarzana.
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