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Q. Is a landlord of commercial
property required to place a ten-
ant's security deposit in a segre-
gated interest-bearing account? :

Alandlord of commercial prop-
erty in New Jersey is not required
to place a tenant’s security deposit
in a segregated interest-bearing ac-

count, In fact, commercial land-.

lords sometimes commingle seci-
rity deposits with their own funds
or even “spend” such money by,
for exariple, paying real estate
brokerage commi

contraclors who
‘tenant’s premises for occupancy.
The New Jersey Security De-

5 or attor
neys’ fees. They miay also pay the
¢ preparing a
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Deposit law doesn’t apply to commercial landlords

posit Act only requires résidenﬁal

landlords to place a tenant’s secu-'

rity deposit in a segregated inter-
est-bearing account.

- Therefore, if & commercial ten-
ant wants to try to “protect” its se-
curity deposit; 1t can either request
that the landlord place the deposit
111 a Sepregated interest-bearing ac-
eount(such agreement to be con-
tained in the lease hetween' the

{andlord and the tenant), or it can

offer the landlord sonie type of se-
curity other than cash, such as'an
irrevocable and negotiable letter
of credit isav i
whorn the tenant has a relation-
ship. i :

The ultimate form a security de-
posit - takes, and the degree ' to
which it is protected, will depend
upon: prevailing market: condi--

. tions; square footage of the prem-

ises to be leased by the fenant, the
term of the proposed lease and the
negotiating skills of the attorneys,
as well as other factors.

In conclusion,: because com:
wmerciallandlords and commercial
tenants are presunied: to be so-
phisticated parties of equal bar-

- gaining power, the parties must re-
‘solve the issue regarding the tredt-

ment of the tenant’s security de-
posit by negotiation. . :
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.Do',},lﬁll'  Buisil ; quest
-“alawyer? Send it to Busingss-

theteal estate department at Cole;
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This is not infended to be legal ad-
vice, which can only be given after
the attomey understands the facts
of @ particular matter and the
goals of a client. The author
thanks. Lindsay Donn; summer
associate, and Susan. Avidon; le-
gal assistant; for their assistance
with thisarticle. =007
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