Appendix 2

Ground Lease Basics- Frequently Asked Questions- FAQs

1. Whatis a ground lease?

e Aground lease is a long-term lease agreement where a tenant rents land from a
landlord and is permitted to develop or improve the land

2. How long does a ground lease typically last?

e Ground leases usually range from 20 to 99 years, depending on the agreement between
the parties

3. Who is responsible for property taxes and insurance?

e Typically, the tenant is responsible for paying property taxes, insurance, and all other
costs associated with the property during the lease term

4. Can the tenant make improvements to the property?

e Yes, the tenant can make improvements to the property, such as constructing buildings
or other structures, as specified in the lease agreement

5. What happens to the improvements at the end of the lease?

e At the end of the lease term, ownership of any improvements made by the tenant
usually reverts to the landlord, unless otherwise specified in the lease

6. Can the lease be terminated early?

e The lease can be terminated early under certain conditions, such as default by either
party or mutual agreement. The specific terms for early termination should be outlined
in the lease agreement

7. s subleasing allowed under a ground lease?

e Subleasing may be allowed, but it depends on the terms of the ground lease. The lease
agreement should specify whether subleasing is permitted and under what conditions

8. How is rent determined and adjusted over time?

e Rentis typically determined based on the value of the land and can be adjusted
periodically based on an agreed-upon index, fixed increases, or other methods specified
in the lease

9. What are the benefits of a ground lease for the tenant?

e Benefits for the tenant include lower upfront costs compared to purchasing land, the
ability to develop the property, and potential tax advantages

10. What are the risks associated with a ground lease?

e Risks include the potential for rent increases, the obligation to maintain and insure the
property, and the possibility of losing improvements at the end of the lease term
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