RESTAURANT DESIGN

A JOHNSON-LANCASTER AND ASSOCIATES, INC. COMPANY

5-MINUTE LEASE
ASSESSMENT TOOL

Quickly Identify Red Flags, Lock in Favorable Terms, & Avoid Costly Mistakes

SOCALRESTAURANTDESIGN.COM


https://socalrestaurantdesign.com/
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RESTAURANT DESIGN

INTRODUCTION

Why This Tool Matters

GROUP

A JOHNSON-LANCASTER AND ASSOCIATES, INC. COMPANY

The wrong lease can destroy a profitable restaurant. Landlords write leases to
protect themselves, and too many operators sign bad deals because they feel
pressured or don’t know what to negotiate.

This tool helps you spot red flags instantly, secure better terms, and avoid costly
mistakes in just five minutes.
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Step 1: 60-Second Lease Health Check

Answer YES or NO to each question below. If you hit three or more "NOs,"
STOP—this lease needs serious work before you sign.

Question

Do you have a clear exit strategy?
(Termination clause, subletting, or assignment rights)

Is rent predictable?
(Fixed annual increases, not tied to market adjustments)

Do you have rent relief if disaster strikes?
(Force majeure clause for fire, floods, etc.)

Are your CAM fees (Common Area Maintenance)
capped?
(No open-ended cost-sharing)

Does the lease prevent competitors from opening
nearby?
(Exclusive use clause)

Is there a tenant improvement (TI) allowance or free
rent period? (Landlord contributes to build-out)

Do you have first right of refusal on nearby vacant
spaces?
(Prevents a competitor from taking the best spot)

Does the lease allow you to pivot your concept?
(Flexible use clause so you can adapt)
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If you have three or more NOs, this lease need
serious negotiation before signing!

N\

NS




Step 2: Red Flags That Could Sink Your Business

These are deal-breaking clauses that could trap you in a bad lease.

Immediate Red Flags (Reconsider Signing!)
X Personal Guarantee Required
If the business fails, YOU (personally) owe the rent.

X "Market Rent Adjustments"”
Landlord can raise rent unpredictably at renewal.

X No Subletting or Assignment
You're stuck paying rent, even if you sell or close.

X Landlord Can Relocate You
Hidden clauses may allow them to move your business within the
property.

X Non-Compete Clause Missing
Another burger joint could open right next door.

X No Disaster Protection
No rent relief in case of fire, flood, or another emergency.

Hidden Risks (Negotiate Hard!)

Ambiguous "Use Clause”

If too restrictive, you can’t pivot your concept (e.g., can’t switch from full-
service to fast casual).

Open-Ended CAM Fees
These can skyrocket if not capped.

Landlord-Friendly Renewal Terms
They could increase rent significantly or refuse to renew you.

Vague Repair & Maintenance Terms
Are YOU responsible for expensive structural repairs?

Tip: Always consult a restaurant lease attorney
if any of these red flags appear.




Step 3: Power Negotiation Tactics
(How to Flip the Lease in Your Favor)

High-Impact Terms to Push For:
+/ Rent Abatement
If the space becomes unusable due to disaster, you stop paying rent.

/ Tenant Improvement Allowance (TI Money)
Landlord helps pay for your build-out.

/ Right to First Refusal on Adjacent Space
You get the first shot at expansion opportunities.

/ Exclusivity Clause
No direct competitors allowed in your center or building.

 Flexible Use Clause
Ensures you can change your concept without landlord approval.

How to Get the Best Lease Terms

 "'ll sign, but | need [3 months of free rent] to offset the build-out costs."

o "We'll take the space if we get a right of first refusal on the vacant unit
next door."

e "Since I'm investing in renovations, | need a 10-year lease with an option
to renew at a fixed rate."

e "l need a clear termination clause that allows an exit if sales fall below
[SX] annually."

[ Landlords expect you to negotiate—don’t leave money on the table! ]




Step 4: Lease Scorecard
(Your Final Decision Guide)

Use this quick scoring system to evaluate your lease before
signing.

Category Score (1-5) Notes

Rent & Increases
(Fixed & Predictable?)

Lease Term Length
(Flexible or Too Long?)

Exit Strategy
(Can You Leave If Needed?)

Hidden Costs
(CAM Fees, Repairs, Insurance?)

Competitor Protection
(Exclusive Use Clause?)

Tenant Incentives
(TI Money, Free Rent?)

Disaster Protection
(Rent Relief Available?)

Final Score:
@ 0-15 = This lease is risky—renegotiate or reconsider.
16-25 = Some risks exist—get a legal review before signing.
@ 26-35 = Strong lease—if it aligns with your goals, it's worth signing




* Never rush into signing. If the landlord is pressuring you,
that's a red flag.

 If it's not in writing, it doesn’t exist. Always get
agreements in the lease contract (not just an email or
handshake).

* The best lease is the one that gives you options. Protect
your ability to pivot, expand, or exit when necessary.
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