
M O D E L  L E A S E  C L A U S E

Make Sure Your Cannabis Lease Protects You from Legal Risks
The following Model Lease Clauses, which are based on 
language developed by Phoenix attorney Michael N. Wid-
ener, set out the kinds of protections both sides need in 
a commercial lease to a legal cannabis business. Be sure 
you show it to your attorney and make modifications to 
suit the laws of your state and the circumstances of your 

transaction before asking the owner to insert these Model 
Clauses into your own lease.

*  See Michael N. Widener, “Medical Cannabis Entrepreneurs as Com-
mercial Tenants: Assessment and Treatment,” in Vol. 46, No. 2 of 
the Real Property, Trust and Estate Law Journal (Fall 2011), for the 
original lease language.

1.1 Owner’s Right to Early Termination: Owner shall have 
the right upon Owner’s sole election, upon five days prior 
written notice to Tenant or, if sooner, upon the effective 
date of any court order, to terminate this Lease in the 
event any of these causes (“Early Termination Causes”) 
arise:

a. The seizure by any governmental authority 
seeking forfeiture of the building housing the 
Premises;

b. The entry of judgment that has the effect 
(whether by restraining order, injunction, decla-
ration, or otherwise) of establishing the Tenant’s 
use of the Premises or Common Areas consti-
tutes a public or private nuisance;

c. The commencement of an action under any 
federal, state, or local law or regulation seeking 
remediation of the Premises or any portion of 
the building housing the Premises as a result of 
a violation by the Tenant of any mandate pertain-
ing to environmental sensitivity or commission 
of waste, irrespective of Tenant’s intent and 
course of action following its commencement;

d. A final, appealable judgment having the effect 
of establishing that Tenant’s operation violates 
Owner’s contractual obligations (i) pursuant to 
any private covenants of record restricting Own-
er’s building housing the Premises, (ii) regard-
ing good faith and fair dealing to any third party, 
including other tenants of the building housing 
the Premises or occupants or owners of any 
other building within the Project, or (iii) pursuant 
to its obligations under its mortgage agreement 
with Owner’s bank; and

e. The Tenant’s activities or presence in the Prem-
ises causes other tenants of the Premises 
representing more than 33% of the building’s 
rentable square footage to withhold rent or 
vacate or threaten to vacate.

1.2 Tenant’s Right to Early Termination: Tenant may elect 
to terminate this Lease upon no less than 90 calendar 
days written notice if a government with jurisdiction over 
Tenant’s business conducted within the Premises impos-

es new regulations, including but not limited to program 
rules, taxes, permit fees, or infrastructure mandates that 
render Tenant’s continuing use of the Premises illegal 
or commercially impracticable, provided, however, that: 
(i) Tenant may not avail itself of this right at any time it 
is in monetary default under the Lease; and (ii) Tenant 
shall include in its notice to Owner the specific bases in 
the new regulations for its belief that it cannot continue 
its business within the Premises, and shall to the extent 
that it deems the new regulation to make its business 
commercially impracticable (as opposed to illegal) afford 
Owner a period of 45 days to elect, in Owner’s sole and 
absolute discretion, to “rescue” Tenant either through a 
cash contribution toward the Tenant’s increased costs of 
doing business or a reduction of Tenant’s rent reserved 
hereunder, in which event Owner and Tenant shall meet 
and confer in good faith to discuss continuing the Tenancy.

2. Use of Premises: The Premises shall be used by Tenant 
to carry out a lawful cannabis business in accordance 
with [cite state medical marijuana law and regulations] for 
the following uses that Owner has initialed next to the 
listed item and for no other purposes:

• Sale of prescription cannabis in bud form 
_______________________

• Sale of prescription cannabis in leaf form 
_______________________

• Sale of prescription cannabis in edible/drink-
able product form _______________________

• Cultivation of cannabis plants not to exceed 
[insert #] plants _______________________

• Processing of cannabis plant parts and resins 
into products _______________________

• Storage of cannabis products for transport 
elsewhere by permit _______________________

3. Improvements: The parties acknowledge that the Prem-
ises are not currently fit for the permitted use and that the 
alterations listed in Attachment A will have to be imple-
mented to render the Premises fit for such use. Tenant 
will be solely responsible for securing any licenses, per-
mits, or approvals necessary to make the necessary alter-
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ations and Owner will provide all reasonable cooperation 
and support necessary to help Tenant secure the required 
approvals, including but not limited to by providing infor-
mation about the Premises and Lease to government 
authorities necessary for the Tenant to receive the need-
ed approval.

4. Inspection of Premises: Owner shall have the right, 
at any time any portion of the Premises is occupied by 
Tenant’s principals, agents, or contractors, including at 
times when the Premises is not open for business to the 
public, to enter the Premises for the purposes of ensur-
ing compliance with the covenants, warranties, and rep-
resentations of Tenant under this Lease. In accordance 
with state licensing rules, Owner must be accompanied 
by authorized Tenant personnel while inspecting limited 
access areas. Owner may photograph or video-record in 
any medium the activities of Tenant, subject to privacy 
restrictions under HIPAA and state laws and so long as 
such visual records are not provided to anyone with an 
interest in possessing Tenant’s trade secrets (other than 
government employees).

5.1. Compliance with Laws: The parties acknowledge that 
myriad regulations and local, state, and federal laws and 
private persons shall govern the operation of Tenant’s use 
and that Tenant will be responsible for compliance with all 
mandates and requirements of any nature.

5.2. Tenant’s Duty to Comply: Tenant’s foregoing obligation 
shall encompass (i) all state and local laws and regula-
tions from any governmental authority with jurisdiction 
over Tenant’s use, including but not limited to [cite state 
medical marijuana law and regulations] and local zoning 

ordinances; and (ii) all federal laws to the extent those 
laws are not inconsistent with state and local laws allow-
ing the Tenant to use the Premises for the permitted uses 
specified in Section 2 above. The covenant to comply 
encompasses all applicable laws that become effective 
before and during the Lease term, as may be extended 
(collectively, the “Mandates”), regardless of the cost of 
such compliance. Tenant’s inability to comply with the 
Mandates shall be grounds for termination of this Lease.

6. Utilities: Any excessive consumption of water or elec-
tricity shall be Tenant’s sole reimbursement obligation 
to Owner, such that no utilities user sharing the meter 
for the electricity or water, as the case may be, is paying 
a disproportionate share of these utilities. Excess utility 
expenses will be allocated according to the following for-
mula [set out formula].

7.1. Surrender: Tenant’s covenant to comply with all applica-
ble Mandates shall apply equally to dismantling Tenant’s 
operations at the end of the term and surrender of the 
Premises.

7.2. Disposal: Tenant hereby covenants to dispose, accord-
ing to Mandates, all unused inventory, refuse, and scrap 
materials and thereafter to clean to commercially accept-
able standards (including sterilization of impermeable 
surfaces, wall to wall and ceiling to floor) all floors, walls, 
immovable fixtures, and air ducts serving the Premises.

7.3. Removal of Alterations: Owner shall not return the 
Security Deposit to Tenant until an inspection of the 
Premises discloses that the above cleaning has been sat-
isfactorily completed.
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