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5/20/22, 3:43 PM Ground Lease Armageddon 

Under our resolution of the problem, once the defaulting developer and 

failed guarantor are out of the picture, the ground lease gives the lender 

an extended period, a couple of years, to find a new developer and 

guarantor. During that transition period, if the lender wants to preserve 

the lease, it must keep paying rent and doing everything else the lease 

required of the developer. But the lender is still given ample time to find 

a new developer and a new guarantor. Before anyone starts any major 

construction, though, the lender needs to deliver a replacement 

guarantor that passes the financial test. 

This resolution of the problem gives the lender time and flexibility, 

protects the owner's cash flow, and should prevent the project from 

deteriorating. It's certainly not what the owner expected going into the 

deal, but it's a reasonable way to solve a thorny problem. 

Joshua Stein 

I help buyers, sellers, borrowers, lenders, tenants, property owners, and other 

commercial real estate market participants identify and achieve their business 

goals. To do that, I need to understand risk, security, numbers, value, financeability, 

flexibility, and exit strategy. Some legal issues matter a lot and many don't. It's 

important to know the difference. I write extensively on commercial real estate law 

and practice - over 300 articles and five books on leasing, lending, and other areas, 

with some emphasis on ground leases. I occasionally serve as an arbitrator or 

expert witness in complex real estate disputes. That lets me see how transactions 

go wrong. Often, the problems could have been avoided by keeping it simple and 

following the money, but everyone got sidetracked. As a Forbes contributor, I try to 

tell stories that teach worthwhile lessons for real estate deals. Read Less

Editorial Standards Reprints & Permissions 

https://www.forbes.com/sites/joshuastein/2022/05/16/ground-lease-armageddon/?sh=285b94d27840 4/4 

Copyright © Joshua Stein 2022. 
Published on Forbes.com May 16, 2022.

RJ
Rectangle

RJ
Rectangle




