Implications of COVID-19

on Your Commercial Lease
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The New Reality

COVID-19 has rapidly changed the way we live and work
across the globe (for now! and always?)

What we will discuss today:

« Rent Deferrals & Abatements
« Key Lease Clauses and Concepts
* Impact of Construction Delays

« Advice for Tenants | Occupiers — Planning for the
Future

 Questions
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supply-side oriented or
landlord-centric.
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The market is driven by the supply
available for lease and not by the
demand. As a consequence, the
status quo supports the interests
of landlords and their brokers to
the detriment of occupiers looking
for space.
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The relationship between
landlords and tenants is
inherently adversarial.
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The landlord’s objective is to
maximize profits and shift economic
and non-economic risk to the
occupier. Their business depends on
it. The only way to strengthen your
position and secure real savings is to
create credible leverage.
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FEI Member Survey Results - 2018
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Believed space provided a competitive
advantage or kept them competitive

against peers

Pre COVID-19 vs. Post COVID-19

B Number of employees B Average square feet B Percentage of employees in open
per employee space vs. closed offices

B Total square footage of B Percentage of employees
leased or owned working from home




The Occupier’s Perspective

« Reduce monthly expenses in an effort to preserve
capital

Financial

« Why pay for something that | am not using?

« Confusion — Is there anything in my 60- page lease
that helps me?

« Fear Of Missing Out — Is my Landlord treating me
as well as everyone else?

« This "Work From Home” is not that bad; maybe we
will never need as much real estate in the future. Workplace Technology
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Initial Landlord Reactions

« Sorry we cannot help

* Look to the government for assistance

« Defer Realty Tax for 2 months

» Let's wait until after April1

We want/need to help, but just not sure how

« If we are going to help we will prioritize those
with highest need (Retail)




Key Lease & Clauses Concepts

Force Majeure

» unforeseeable circumstances that prevent
someone from fulfilling a contract.

Quiet Enjoyment

* right of an occupant of real property, particularly
of a residence, to enjoy and use premises in
peace and without interference.

Frustration

» unforeseen event either renders contractual
obligations impossible, or radically changes the
party's principal purpose for entering into the
contract.

Abandonment / Additional Rents / Exclusions /
Billing / Required Conditions /
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Shifting Landlord Reactions

« Willingness to defer but not forgive
« Length of Deferral?
« Payback Period?
* Interest Rate?
« Formality of Contract?

« Landlords seeking access to financial statements
and input to Tenant’s other cost saving measures

* Negative sentiment towards corporate and
multi-national tenants looking for assistance

» Tenants starting to recognize:
» A deferral may not be enough
» Lost revenues are not coming back

« Abatement or forgiveness maybe required




Request for Rent Relief — LL Response

SCHEDULE 2

TENANT ASSISTANCE
CONFIDENTIALTY AGREEMENT
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This Is A Negotiation Event

Tenants require clear goals and objectives, a sound
negotiation strategy and communication map

Key Considerations

* Financial and contractual Terms and Conditions of the
Lease

Ownership and governance structure of the Landlord

Debt and other financing risk on the Property

History of Tenant/Landlord relationship

Financial stability of the Tenant

Rent Abatement and Lease Restructures may prove
viable solutions over Lease Terminations for Default




Commercial Construction is Shut Down

How to best position your project depends greatly on
where you are in the planning or construction cycle

 Amend Critical Dates (Current and Future Lease)

« Seek Leasehold Improvement Draws from Landlord

« Could be an opportunity for Tender Pricing

« Review materials and items requiring long lead times.
» Finalize plans for permit applications

« Be prepared to start real estate projects earlier than
desired.



Client Resources

All available onthe website, as well as additional office-created thought leadership

dl Whitepaper March 19,2020 dIWhitepaper March 19,2020 j'BI:::g March 18,2020 March 18,2020
Force Majeure Clauses - Remote Worker Enablement ~ Cresa COVID-19 Response: Working from Home, the New
What Are They and What Do Asmorework at home declarations are announced, Our Commitment to Normal

They Mean how canyou asabusinessowner preparetotransifion gy nnorting Your Organization — Asnewsof the Coronavirus (COVID-18) continuesto

your workforce into awork-at-hometeamthat still

perfarms at a high level? We've created a step-by-step
processto help you prepare.

Does COVID-19 excuse parties from performing under
acontract? What happens if such parties cannot
perform? In many contracts, including real estate
leases, a "force majeure" clause can provide the
answers.

Like you, we at Cresa have spent the past weeks
assessing the quicky evolving situation around
COMD-19 and actively planning how best to support
our employees and clients duringthis taxingtime.

unfold, we should all take a moment to think about

what our new sense of "normal" will be duringthis
time.
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Closing Thoughts

« Tenants should focus on Specific Actionable
Strategies vs. General Advice or "following the herd”.

« Understand your lease. Be careful of unintended
consequences of default.

« Stay up to date: Will the Canadian Emergency
Commercial Real Estate Assistance Program
(CECRAP) help me or my Landlord?

« Take the time to gather valuable data on how your
organization is performing from home (this is a
learning opportunity).

« Develop a formal return to work strategy (including an
assessment of office layout and practices).




FEI Member Survey Results - 2018
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Looking forward, in three years' time, what do you
anticipate will happen in your organization with
regards to the following?

Percentage of employees

working from home

Increase by
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Percentage of employees in open space vs.
closed offices

Increase by




WWWw.cCresa.com

www.cresatoro nto.com/cre-covid-19

How will COVID-19 impact my commercial lease?

The global COVID-19 pandemic is chang

jgrossman@cresa.com

Jamie Grossman
Follow me on Linkedin

llanges for businesses

Cresa Toronto Inc., Brokerage

170 University Avenue, Suite 1100
Toronto, ON M5H 3B3
416.862.2666

cresa.com/toronto


http://www.cresa.com/
http://www.cresatoronto.com/cre-covid-19
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