Some national chains want leases
to exclude Internet sales
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Over the past year,
some national chains have
been pushing landlords
to exclude Internet sales
from definitions of gross
sales in their leases,
Thompson says. “If the
landlord is to get a per-
centage of gross sales,
you have to spell out what
counts as a sale in the
lease,” he said. “But this
can certainly be a sticking
point, given the growth of
online channels.”

While retail execs may
feel it is fair to exclude
online sales, landlords
clearly have strong
counterarguments, says
Thompson. “If customers

are picking up online or-
ders at that store, the real
estate is an integral part
of the transaction,” he
said. "Where else would
the customer go?”

This may be why, in
general, clauses refer-
ring to gross sales and
percentage rent appear to
be declining, Thompson
observes. And even when
percentage rent is part of
the picture, some land-
lords are pushing to win
more credit for the role
of real estate, he says.
So-called slot fees — in
which landlords lump re-
tailers’ merchandising rev-
enues into gross sales —
are one example. "A lot of
retailers raise revenue by
charging product brands

for access to high-visibili-
ty merchandising posi-
tions inside the store,” he
said. “We're seeing some
landlords add slot fees to
make sure they capture a
portion of those revenues,
which certainly do depend
on real estate.”

Leverage is also a fac-
tor in how landlords and
tenants handle e-com-
merce sales, Thompson
notes. “National tenants
have the human capital
and resources to dedicate
to keeping the language in
their leases current to the
times," he said. “Smaller
tenants must either nego-
tiate with landlords or just
go along with how they
choose to define gross
sales.” — JG




