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Small Businesses in San Francisco: 
Understanding Your Commercial Lease & Legal Rights

1. What is a “Small Business” in California? Does my business qualify as a “Small Business”? In order to qualify as a small business, your business must be: 
a. Located in California; 
b. Has 100 or fewer employees; 
c. Not dominant in its field of operations (not controlling or exercising major influence nationwide in a similar type of business activity); and, 
d. Has average annual gross receipts of $10 million or less over the previous 3 years. 

2. What are the most important compliance issues that I need to pay attention to while operating a small business?
a. Are you paying all the required insurances on a yearly basis? (property, liability, worker’s compensation, unemployment insurances, etc.); 
b. Have you paid your taxes? Are they up to date? (income, sales, payroll taxes, etc.); 
c. Have you applied for required permits? ( zoning, health permits, environmental approvals, etc.); and
d. Are you maintaining good records and legal documents? (contracts, sales agreements, leases, purchase orders, service agreements, etc.). 

3. It is YOUR responsibility to be aware of the guidelines and the laws related to your business. Speak with an attorney to obtain a better understanding of compliance requirements. 

4. What is a lease? Why is it important? 
a. A lease is a legal agreement between a landlord and a business tenant for the rental of property. 
b. It is a legally binding written document outlining terms and conditions that a landlord and a business tenant are required to follow. 
c. Carefully reviewing a lease BEFORE signing is extremely important. 
d. An attorney can help you with making sure that the terms and condition are fair and reasonable to your interests and needs as a small business owner. 

5. Pay close attention to following lease provisions BEFORE you sign it : 
a. Your legal right to “Quiet Enjoyment”: The landlord must not interfere or disturb your use of the property. Watch out for a provision that allows construction/renovation projects that may keep away potential customers. 
b. Rent Increase: Carefully review the “rent escalation” provision. This gives your landlord the power to gradually increase the annual base rent based on an agreed calculation. (Ex. “your rent will increase by 3% each year.” Do you think you will be able to afford this?)
c. Repair/Maintenance provision clarifies who is responsible to maintain the leased property and pay for repairs. Inspect the property BEFORE signing the lease. Carefully review and negotiate what you will NOT be responsible for. You do not want to get stuck with expensive repair bills.
i. Ex) You run a restaurant. The ventilation system of the property is old and malfunctioning. Who will be responsible to upgrade it and pay for the cost? 
ii. Ex) You own a houseware/gift shop. The roof starts leaking and the rain has ruined the products in your shop. Who is responsible? 

6. Pay attention to the Common Area Maintenance (CAM) fees in a lease. CAM fees are expenses that landlords pass onto their tenants to help cover costs associated with overhead and operating expenses for common area. Understanding what expenses are included in CAM charges and how they are calculated is very important. Speak with an attorney to negotiate reasonable and fair fees. Common areas are spaces used for or benefited by all tenants, such as: 
a. Hallways
b. Elevators
c. Parking lots
d. Lobbies
e. Public bathrooms 
f. Building security, among others.

7. Try to negotiate to include an early termination provision in a lease. If included, it allows you to terminate the lease before it is set to expire. Speak with an attorney to find the best way to terminate your lease with as little liability as possible. This provision can be helpful when: 
a. Your business does not generate enough revenues as you hoped for; 
b. You do not have enough money to keep up with the rent payments; 
c. You want to start a new business; 
d. The location of the leased property does not attract enough customers. 

8. I still cannot make my rent payments due to the economic hardship caused by the Covid-19 pandemic. How can the Covid-19 San Francisco Commercial Eviction Protections ordinance help me? 
a. If you are a business with 49 or fewer employees, you may have additional time to repay any missed rent from March 18 2020 to September 30, 2021. 
b. The ordinance provides you a forbearance period (repayment period) based on the below chart. 
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9. It is important to speak with an attorney. If you have any questions regarding your commercial lease, or you are not able to make your rent payments due to the COVID economic hardship, please reach out to the following legal organizations. 
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Commarcal | #of :“m':n';"y"e‘:f:‘:;g""‘ ::::;:::: :::::} Forbearance Start Date Forbearance End Date
Tier 1 Fewer than 10 24 Months October 1,2021 September 30,2023
Tier2 Between 10 and 24 18 Months October 1,2021 March 30,2023
Tier3 Between 25 and 49 12 Months October 1,2021 September 30,2022
Tier 4 50 or more None October 24,2021 September 30, 2021

Tier 4 (NEW) Between 5099 6 months October 24,2021 March 30,2022

Tier 5 (NEW) 100 or more None None September 30, 2021
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API Legal Outreach
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(415) 567-6255

Free Phone and Virtual
Legal Clinic

Language Support:
Japanese
Korean
Tagalog
Cantonese/Mandarin
Vietnamese

LAWYERS' COMMITTEE FOR

OF THE SAN FRANCISCO BAY AREA

Free legal services to
low-income small
business owners

Fill Out an on-line
Application
https://lccrsf.org/get-

Apply for Free Legal
Services On-Line

https://www startsm

assistance/legal-

glithinkbig.org/small-

services-for-

business-services

enirepreneurs/
(415) 543-9444 x217

(646) 723-4053
ext.101

THE BAR ASSOCIATION OF
SAN FRANCISCO

Lawyer Referral Service

Fill out an on-line
application

https://www sfbar.org/|
ris/online-referal/

(415) 989-1616
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Preparation for your
meeting with an attorney

+ Ask if they can provide interpretation.

« Ifthey do not have language support,
'brn?fg an interpreter whom you can
Ust.

+ Bring a copy of your lease.

. or%snize copies of all communication
between you and your landlord:

+ Hard-copy notices, letters
+ Emails

+ Text messages

* Voicemails

« If only verbal, write it down (what
was said and when?)




