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Disclaimer

• This communication is provided as a general 
informational service to clients and friends of 
Morgan, Lewis & Bockius LLP. It should not be 
construed as, and does not constitute, legal 
advice on any specific matter, nor does this 
message create an attorney-client relationship.
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Market Overview

Property Clock
Q1 2009

The Jones Lang LaSalle 
market office clock shows 
where each market sits 
within its real estate cycle. 
Markets generally move 
clockwise around the clock, 
with markets on the left 
side of the clock generally 
landlord favorable and 
markets on the right side of 
the clock generally tenant 
favorable.
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Market Overview

Largest US Sublease
77 Water Street
New York, NY

2021
+/- 12 years
612,327 rsf
26
Goldman Sachs

Lease Expires
Remaining Term

Size
Floors

Sublessor
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Should We Put Our Excess Space Up For 
Sublease?
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Should We Put Our Excess Space Up For 
Sublease? 

• Alternatives to Subleasing 
– Blend & Extend (with Contraction)

– Buy-Out

– Assignment
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Should We Put Our Excess Space Up For 
Sublease?

• Suitability of Lease for Subletting 
- Sufficient term remaining
- Ability to create separate space
- Consent Requirements
- Recapture
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Should We Put Our Excess Space Up For 
Sublease?

• Economics of Subletting 
- Brokerage
- Legal
- Sharing of revenue with landlord
- Physical separation of sublease premises 

(and restoration)
- Inducement requirements
- Accounting Impacts
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Okay, We Have Decided to Sublet Our 
Space.  Now What?
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Typical Sublease Structure

lender

borrower/landlord

tenant/sublandlord

subtenant

loan documents

lease

sublease
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Okay, We Have Decided to Sublet Our 
Space.  Now What? 

• Retaining a broker 

• Marketing sublease space
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Okay, We Have Decided to Sublet Our 
Space.  Now What?

• Restrictions in Lease 
- Use Restrictions
- Consent/Silence
- Sharing of revenue (how to calculate)
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Okay, We Have Decided to Sublet Our 
Space.  Now What?

• Landlord Issues
- Competition from subleasing
- Desire to create “traffic” at property
- Desire to assist an otherwise quality 

tenant
- Possible sharing of subleasing revenue
- Future potential of sublease premises
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Okay, We Have Decided to Sublet Our 
Space.  Now What?

• Sublease/Consent Issues for Sublandlord
- Reps and warranties
- Indemnification of landlord for subtenant 

acts
- Interaction with Landlord
- Restoration
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It Seems Like There Is A Lot of Sublease Space 
Available.  Can We Get a Good Deal? What Are 

the Risks?
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It Seems Like There Is A Lot of Sublease Space 
Available.  Can We Get a Good Deal? What Are 

the Risks?

• Motivation/Benefits 
- Economics                                                    
- Flexibility as to size and term 
- More liberal credit requirements
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It Seems Like There Is A Lot of Sublease Space 
Available.  Can We Get a Good Deal? What Are 

the Risks?

• Risks & Mitigation 
- Delay of Landlord Consent
- Less ability to negotiate
- Recognition and non-disturbance  

agreement from landlord
- Subordination and non-disturbance 

agreement from lender
- Sublandlord default/bankruptcy
- Landlord default/bankruptcy
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It Seems Like There Is A Lot of Sublease Space 
Available.  Can We Get a Good Deal? What Are 

the Risks?

• Sublease/Consent Issues for Subtenant
- Reps and warranties
- Alterations
- Right to pay rent directly to landlord
- Obtain notice of and right to cure 

sublandlord defaults
- Control sublandlord’s ability to terminate
- Indemnification from sublandlord from its 

breach of the prime lease
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Q&A

• If we do not have an opportunity to answer your 
questions during the webcast, we will follow up 
with you shortly after the webcast concludes.
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Contact Information

• Bob Cooney is a partner in the Real Estate Practice at Morgan Lewis. Mr. Cooney regularly represents clients in acquisitions and 
dispositions, commercial leasing, build-to-suit projects, brownfields projects, joint ventures, and financings, including structured finance 
transactions.

– Email: rcooney@morganlewis.com

– Phone: 215.963.5806

• Bruce Gilmore is senior counsel in Morgan Lewis's Real Estate Practice. Mr. Gilmore's practice focuses on corporate facilities, 
development and structuring of development projects. 

– Email: bgilmore@morganlewis.com

– Phone: 415.442.1444

• Ron Cariola is Managing Director and Head of Brokerage for Jones Lang LaSalle’s Philadelphia office and has completed over 10.0 
million square feet of site selection and transaction projects in Philadelphia and worldwide.

– Email: ron.cariola@am.jll.com

– Phone:  215.988.5503

• Ken Zirk is a Senior Vice President located in the Jones Lang LaSalle’s Philadelphia corporate offices, where he has responsibilities for 
the Corporate Solutions Group locally along with the implementation of transaction services. 

– Email: ken.zirk@am.jll.com

– Phone: 215.988.5559
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