
Best	Practices	
for	Lease	Negotiations	



Pacific	Workplaces,	a	16	center,	California-based	workspace	and	coworking	provider,	is	pleased	
to	share	with	the	members	of	the	Global	Workspace	Association	a	few	of	the	Best	Practices	we	
have	developed	while	negotiating	renewal	agreements	or	for	new	space.			

We	invite	other	members	to	add	to	this	document	their	own	best	practices	tips,	including	the	
sharing	of	additional	general	best	practice	lease	language	which	they	have	found	valuable.		
Especially	we’d	like	to	invite	additions	to	GWA	Best	Practices	Library	that	shed	light	to	regional	
norms	that	will	give	members	the	knowledge	of	global	leasing	variations	in	our	shared	services	
business.				

To	get	this	collaborative	project	started,	here	are	12	Best	Practice	tips	we	are	happy	to	share	
with	you,	our	fellow	members.	

Best	Practice	#1:	The	Master	Lease	May	be	Your	#1	Asset	
Always,	always,	always	remember	that	the	value	of	a	really	well	negotiated	lease	is	one	of	the	
greatest	assets	you	have	to	sell.		If	you	start	your	negotiating	with	this	in	mind,	it	should	put	
you	in	the	right	frame	of	mind;	this	negotiation	isn’t	just	about	what	you	think	you’d	be	willing	
to	‘pay’	for	square	foot,	but	think,	instead,	might	another	company	pay	you	to	get	that	deal?	

Best	Practice	#2:		Pursue	Several	Options	
This	is	a	follow	up	to	#1,	enter	into	lease	negotiations	with	only	your	‘economic	hat’	on;	it	is	all	
about	the	money.		Review	each	provision	with	the	thought,	could	this	cost	me	money?	Don’t	be	
emotional	about	any	space;	there	is	always	another	option.	In	fact,	make	sure	to	pursue	several	
options,	it	will	help	you	walk	away,	if	necessary;	and	it	will	help	you	better	understand	the	
market.	Be	more	aggressive	with	your	demands	on	your	number	2	or	3	choices,	this	is	‘less	
risky’	and	will	help	you	get	a	better	understanding	on	how	far	you	can	push.		In	fact,	in	general,	
don’t	hesitate	to	be	outrageous;	sometimes	the	response	from	the	landlord	will	surprise	you.			

In	general,	if	the	value	of	a	negotiated	item	is	larger	than	the	perceived	cost	to	the	landlord	
(weighted	by	its	probability	of	occurrence)	it	is	worth	pursuing.	Conversely,	it	is	unlikely	you	will	
get	everything	you	ask	for,	so	look	for	concessions	that	likely	have	a	larger	perceived	value	to	
the	landlord	than	you.		Remember,	if	a	landlord	agrees	to	all	your	requests,	you	haven’t	asked	
enough!		



Best	Practice	#3:		Make	an	Informed	Risk	Assessment	
Think	through	worst	case	scenarios	for	each	provision,	but	don’t	overdo	it,	otherwise	you	won’t	
do	anything.	The	issue	is	not	to	get	protected	against	all	risks	but	to	understand	them,	
understand	the	scenario	under	with	they	could	occur,	and	decide	to	take	them	on	knowingly	or	
not.		

Case	Study:	If	the	building	has	been	owned	by	the	same	owner	for	decades,	there	is	a	risk	that	
if	sold	it	will	trigger	a	readjustment	of	property	taxes	and	a	significant	increase	in	your	share	of	
operating	expenses	(CAM).	Are	you	willing	to	take	that	risk?	If	not,	insist	on	a	provision	that	
limits	the	annual	increase	in	your	share	of	operating	expenses	by	more	than	a	set	annual	%	
amount,	or	insist	on	a	provision	that	excludes	readjustment	of	CAM	due	to	property	tax	
increase.		

Best	Practices	#4:		Plan	for	a	Future	Sale
As	part	of	Pacific	Workplaces	model,	we	 incorporate	 language	 to	give	us	as	much	 latitude	as	
possible	for	the	ease	of	a	future,	someday	maybe	sale	of	one	or	more	of	our	properties.		We	
call	this	our	Permitted	Transfer	language.		Here	is	an	example:		

Sample	 Lease	 Example:	 	 Notwithstanding	 anything	 contained	 in	 this	 Article	 to	 the	 contrary,	
Tenant	shall	have	the	right	 to	assign	the	Lease,	or	any	part	 thereof,	 to	an	“Affiliate”	or	enter	
into	 subleases,	 licenses,	 client	 services	agreements,	memberships	or	 similar	 such	agreements	
with	third	parties	to	use	the	Premises,	or	any	part	thereof	(“Client	Agreements”),	without	the	
prior	written	 consent	 of	 Landlord,	 but	 upon	 at	 least	 thirty	 (30)	 days’	 prior	written	 notice	 to	
Landlord,	 provided	 that	 Tenant	 is	 not	 in	 default	 under	 this	 Lease.		 For	 purposes	 of	 this	
provision,	the	term	“Affiliate”	shall	mean	any	corporation	or	other	entity	controlling,	controlled	
by,	or	under	common	control	with	(directly	or	indirectly)	Tenant,	including,	without	limitation,	
any	 parent	 corporation	 controlling	 Tenant	 or	 any	 subsidiary	 that	 Tenant	 controls.		 The	 term	
“control,”	 as	 used	 herein,	 shall	 mean	 the	 power	 to	 direct	 or	 cause	 the	 direction	 of	 the	
management	 and	 policies	 of	 the	 controlled	 entity	 through	 the	 ownership	 of	more	 than	 fifty	
percent	(50%)	of	the	voting	securities	in	such	controlled	entity.	Furthermore,	in	case	of	an	(i)	an	
assignment	of	this	Lease	to	a	transferee	of	all	or	substantially	all	of	the	assets	of	Tenant,	(ii)	an	
assignment	 of	 this	 Lease	 to	 a	 transferee	 which	 is	 the	 resulting	 entity	 of	 a	 merger	 or	
consolidation	of	Tenant	with	another	entity,	(iii)	the	sale	of	all	or	substantially	all	of	the	stock	or	
membership	interests	of	Tenant,	(iv)	an	assignment	of	this	Lease	to	an	entity	which	is	controlled	
by,	 controls,	 or	 is	 under	 common	 control	 with,	 or	 (v)	 a	 Client	 Agreement,	 Tenant	 (each	
transferee	 in	 the	 foregoing	subsections	 (i),	 (ii),	 (iii),	 (iv)	and	 (v),	a	“Permitted	Transferee”	and	
the	corresponding	Transfer	a	“Permitted	Transfer”),	shall	not	be	deemed	a	Transfer	requiring	
Landlord’s	 prior	written	 consent	 under	 this	 Lease,	 provided	 that	 (a)	 Tenant	 provides	 at	 least	
thirty	 (30)	days	prior	written	notice	 to	 Landlord	of	any	 such	assignment	or	Client	Agreement	
and	promptly	 supplies	 Landlord	with	any	documents	or	 information	 reasonably	 requested	by	
Landlord	regarding	such	assignment	or	Client	Agreement	or	such	Permitted	Transferee	(to	the	
extent	not	prohibited	by	applicable	law	or	regulation);	(b)	such	Permitted	Transferee	has	a	net	
worth,	 computed	 in	 accordance	 with	 generally	 accepted	 accounting	 principles,	 consistently	



applied,	 that	 is	 equal	 or	 greater	 than	 Tenant’s	 net	worth	 either	 at	 the	 Effective	Date	 of	 this	
Lease	or	at	the	time	of	requested	Transfer,	whichever	is	greater,	or	to	an	amount	sufficient	in	
Landlord’s	 reasonable	 judgment	 to	 cover	 the	 Lease	 obligations,	 and	 Tenant	 delivers	 proof	
based	on	current	reviewed	financial	statements	and	reasonably	satisfactory	to	Landlord	of	such	
net	 worth	 at	 least	 thirty	 (30)	 days	 prior	 to	 the	 effective	 date	 of	 such	 assignment	 or	 Client	
Agreement;	(c)	such	Permitted	Transferee	agrees	directly	with	Landlord,	by	written	instrument	
in	form	satisfactory	to	Landlord,	to	assume	and	perform	all	of	the	obligations	of	Tenant	under	
this	 Lease	 (including,	 without	 limitation,	 the	 obligation	 to	 use	 the	 Premises	 only	 for	 the	
Permitted	Uses),	 provided	Tenant’s	obligations	under	 the	 Lease	may	 remain	 in	 full	 force	and	
effect	 in	 Landlord’s	 sole	 and	 absolute	discretion,		 and	 (d)	 such	Permitted	 Transferee	has	 the	
requisite	business	experience	and	business	reputation	to	operate	a	Shared	Office	Space	Use	in	
Landlord’s	 reasonable	 judgment,	 and	 (e)	 such	 assignment	 or	 Client	 Agreement	 is	 not	 a	
subterfuge	by	Tenant	to	avoid	its	obligations	under	this	Lease.			

Best	Practice	#5:	Insist	on	Non-Compete	
If	you	don’t	want	a	competitor	to	open	up	across	the	elevator	bank,	then	insist	on	a	non-
compete	provision	in	your	building	or,	better	yet,	if	applicable,	within	the	development	which	
your	project	is	located.	Make	sure	the	language	is	broad.	Here	is	what	Pacific	Workplaces	use:	

Sample	Lease	Example:	Landlord	shall	not	enter	into	a	new	lease	or	occupancy	
agreement	in	the	Building	(or	project)	with	another	Shared	Office	Space	operator	
(who	is	a	“direct	competitor	with	Tenant	and	who	leases	or	occupies	space)	and	
will	use	commercially	reasonable	efforts	to	withhold	its	consent,	to	the	extent	it	is	
legally	entitled	to	do	so,	to	the	assignment	or	sublease	of	any	space	in	the	
Building	to	an	executive	suites	operator,	coworking	provider,	etc.,		provided	
Tenant	is	not	in	default	of	the	Lease	beyond	all	applicable	cure	periods.	As	used	
herein,	“Shared	Office	Space”	operator	shall	mean	a	for	profit	operator	whose	
primary	business	is	to	lease	professional	office	for	use	by	third	parties	pursuant	to	
subleases	or	licenses	and	who	provides	centralized	office	management	services	to	
such	third	party	users	of	the	space,	and	who	styles	his	or	her	operation	as	an	
executive	suites	operation,	an	office	business	center	operation,	a	virtual	office	
operation,	coworking	space	or	a	conference	center.	

Maybe	you	don’t	mind	the	competition.		Maybe	you	welcome	it	because	you	have	a	more	
appealing	alternative?	The	landlord	provision	may	still	come	in	handy.	We	know	at	least	one	
operator	who	let	a	large	competitor	in	their	building,	but	obtained	over	half	a	million	dollars	of	
additional	free	rent	and	concessions	to	authorize	the	deal,	thanks	to	the	non-compete	clause.	

Best	Practice	#6:	Beware	of	CAM	Charges	
Review	carefully	the	operating	and	tax	expense	provisions,	as	these	are	the	most	expensive	
items	after	base	rent.			Set	proper	base	year	expectations,	ask	for	caps	in	annual	raise	of	
operating	expenses	(see	case	study	under	#3).	Remember	that	the	landlord	incentive	is	often	to	
improve	the	building	to	achieve	a	higher	rent	with	the	next	tenants.	These	building	upgrade	



expenses	usually	find	their	way	in	your	share	of	operating	expenses,	either	as	straight	pass-
through	expenses	or	as	depreciation	expenses	for	major	capital	improvements.	These	
improvements	may	be	a	lot	more	valuable	to	the	landlord	than	to	you…	but	you	may	pay	for	it	
if	you	did	not	negotiate	a	cap.		Also,	remember	to	review	the	annual	reconciliation	of	OpEx,	in	
detail.		Do	not	hesitate	to	question	line	items.	Make	sure	that	what	is	done	is	standard	in	your	
market.	Audit	the	CAM	reconciliation	report	every	year.	

Best	Practice	#7			Insist	on	Renewal	Options	
Don’t	forget	to	request	renewal	options	to	secure	your	occupancy.	We	came	across	a	broker	in	
our	market	who	bragged	that	he	represented	a	large,	publically	traded,	company	and	
successfully	negotiated	a	lease	with	a	landlord	a	couple	of	years	prior	to	a	lease	expiration,	
unbeknownst	to	the	independent	operator	who	was	operating	a	well-functioning	on-demand	
workspace	operation	in	that	space.	The	operator	lost	it	all	in	the	worst	possible	way.		

We	heard	that	the	large	publically	traded	company	may	have	learned	of	the	lease	expiration	in	
prior	acquisition	discussions	with	that	operator.	Another	best	practice	is	to	avoid	sharing	
sensitive	information	without	signing	an	NDA,	which	we	don’t	know	if	that	operator	had	done.	

Negotiate	Fair	Market	Value	renewal	clauses	that	require	comparables	where	broker	
commissions	and	free	rent	concessions	are	paid	and	costs	of	tenant	improvements	are	
considered.	Negotiate	for	a	90%	of	market	on	the	renewal	but	do	not	accept	anything	higher	
than	95%.	The	goal	is	to	secure	the	building	long	term	via	renewal	options	(preferably	2	five-
year	options).			This	provision	gives	you	greater	control	for	the	long	term	options	of	your	
business,	AND	for	the	opportunity	to	sell.		

Sample	Lease	Example:		The	term	“Fair	Market	Rent”	shall	mean	the	then	prevailing	rental	rate	
for	comparable	deals	in	the	Building	and	the	market	place	in	[location]	(if	necessary	to	obtain	
sufficient	number	of	reasonable	market	comparative	lease	transactions).		For	purposes	of	the	
preceding	sentence,	"prevailing	rental	rate"	shall	mean	the	total	rental	then	being	quoted	by	
landlords	for	Comparable	Deals	(as	defined	below)	for	comparable	uses	in	the	Building	and	the	
market	place	in	[location].		"Comparable	Deals"	shall	mean	leases	that	are	approximately	as	
long,	and	commencing	at	approximately	the	same	time,	as	the	Renewal	Term	and	are	for	
comparable	space	in	the	Building	and	in	comparable	buildings	(with	occupancy	rates	similar	to	
the	Building)	subject	to	reasonable	adjustments	for	(1)	the	desirability	of	the	applicable	floor	or	
location	in	the	building,	(2)	the	desirability	of	the	geographic	location	of	the	applicable	building	
(3) the	tenant	improvements	included	in	the	lease,	(4)	the	commissions	paid	in	the	lease,	and 
(5) any	free	rent	included	in	the	lease.		"Comparable	Deals"	shall	explicitly	exclude	from 
consideration	any	transactions	where	the	landlord	of	the	subject	building	is	in	default	of	its 
mortgage	or	other	indebtedness	of	the	building,	or	is	currently,	or	has	within	the	prior	six	(6) 
months	been	involved	in	foreclosure	proceedings	on	the	applicable	building.	"Comparable 
Deals"	shall	also	exclude	transactions	whereby	the	tenant	has	some	form	of	equity	participation 
in	the	deal.		Fair	Market	Rent	means	only	the	rent	component	defined	as	Basic	Rent	in	the 
Lease	and	does	not	include	reimbursements	and	payments	by	Tenant	to	Landlord	with	respect 
to	operating	expenses	and	other	items	payable	or	reimbursable	by	Tenant	under	the	Lease.		In



addition	to	its	obligation	to	pay	Basic	Rent	(as	determined	herein),	Tenant	shall	continue	to	pay	
and	reimburse	Landlord	as	set	forth	in	the	Lease	with	respect	to	such	Direct	Costs	and	other	
items	with	respect	to	the	Premises	during	the	First	Extension	Term	and/or	Second	Extension	
Term	(and	such	reimbursement	of	operating	expenses	shall	be	a	factor	in	the	determination	of	
Fair	Market	Rent).		The	arbitration	process	described	below	shall	be	limited	to	the	
determination	of	the	Basic	Rent	and	shall	not	affect	or	otherwise	reduce	or	modify	the	Tenant’s	
obligation	to	pay	or	reimburse	Landlord	for	such	Direct	Costs	and	other	reimbursable	items.	

Best	Practice	#8	–	Watch	Out	for	“Re-Measurements”	
Make	sure	to	negotiate	for	rentable	square	footage	set	to	BOMA	standards	and	do	not	hesitate	
to	have	the	space	re-measured	by	a	third	party.		Space	has	a	way	of	growing	after	a	new	
landlord	buys	a	building.		In	fact	we	have	been	in	situation	of	space	being	re-measured	twice	in	
a	period	of	10	years,	by	two	different	landlords,	and	expanded		...	twice.		Generally	it	is	core	
space	whose	definition	is	re-considered.		Do	ask	for	detailed	justification	and	do	not	hesitate	to	
formally	disagree.	Consider	hiring	an	architect	or	space	planner	for	re-measurement.	

Best	Practice	#9	–	Set	Proper	Commencement	Date	Expectations	
Starting	too	early	costs	a	lot	of	money	over	the	term	of	a	long	lease	agreement.	

Sample	Lease	Example:		Commencement	date	will	be	the	later	of	[specific	date]	or	the	date	of	
substantial	completion	of	Tenant	Improvements.	

Best	Practice	#10	–	Never	Give	Your	Personal	Guarantee	
Do	not	provide	personal	guarantee.			Security	Deposits,	okay,	Personal	Guarantees,	NEVER.	A	
Letter	of	Credit	of	1	or	2	months	of	rent	is	often	required.		If	you	negotiate	above	market	
tenant	improvements,	be	prepared	to	agree	to	a	larger	collateral	commitment,	but	make	sure	
that	this	collateral	burns	off	over	time.	Pacific	Workplaces	has	done	deals	requiring	the	landlord	
to	invest	over	$1	million	of	TI	while	putting	only	1	month	of	Letter	of	Credit	as	collateral.	During	
certain	cycles,	it	can	be	done.	

Case	Study:			A	10-year	lease	with	9	months	free	rent,	at	a	$3/RSF	monthly	rate,	and	$60	of	
tenant	improvements	($900k)	on	a	15,000	square	foot	space,	a	Letter	of	Credit	in	the	amount	of	
$100k	or	more	would	likely	be	requested.	If	you	are	able	and	agree,	make	sure	to	include	burn	
down	provisions,	perhaps	to	just	one	month’s	rent	payment	(roughly	$50,000)	after	2	or	3	years,	
assuming	compliance	with	the	terms	of	the	Lease.	

Best	Practice	#11	–	Always	Ask	for	More	Than	You	Think	
	Push	for	more.	Understand	what	it	typical	TI	allowance	and	free	rent	in	your	market.	This	will	
change	according	to	economic	condition.	Expect	less	free	rent	and	less	TI	allowance	in	booming	
economy	(perhaps	as	little	as	3-4	month	free	rent	and	only	$20/SF	of	TI	allowance	if	the	market	
is	very	hot	on	a	5-year	lease)	but	generous	packages	in	tougher	times	(12	month	free	rent,	or	
more,	and	$80+	TI	in	a	market	with	high	vacancy	is	not	unusual	on	a	10-year	lease).	Remember	



that	your	tenancy	is	very	attractive	to	your	landlord.	He	may	be	more	desperate	to	land	you	
than	you	imagine.	

Best	Practice	#12	–	Have	the	Right	Relationship	with	Your	Broker
Your	broker	can	be	invaluable	by	knowing	the	inner	details	of	your	local	real	estate	landscape.	
Your	broker	is	also	the	best	way	to	mitigate	the	uncomfortableness	that	often	arises	during	
lease	negotiations	(don’t	underestimate	the	value	of	a	‘middle	man’).		However,	remember	that	
your	broker	is	very			motivated	by	closing	a	deal.		You	are	the	one	that	has	to	live	with	the	long	
term	consequences	of	the	deal,	so	it	is	incumbent	on	you	to	ultimately	be	your	own	advocate.		
Sometimes,	it	is	in	your	best	interest	that	a	deal	does	NOT	happen	and	you	are	ultimately	
responsible	for	not	losing	your	power	of	“NO”.	

Submitted	to	GWA	on	behalf	of	Tracy	Wilson	and	the	entire	Pacific	Workplaces	and	CloudVO	
team.		This	addition	to	the	GWA	library	is	meant	only	as	a	guide;	we	hope	a	very	helpful	one.		
While	many	of	the	‘Sample	Lease	Examples’	we	have	shared	were	drafted	by	attorneys,	this	by	
no	means	suggests	that	this	wording	is	right	or	proper	for	your	situation.		Make	sure	to	confer	
with	your	own	legal	counsel	before	adopting	any	of	our	suggestions.				

www.PacificWorkplaces.com	


