OPTION AGREEMENT
This agreement is made on [date], by [name of landlord], [address of landlord] (Landlord/Owner), and [name of tenant], [address of tenant] (Tenant/Buyer), to convey an option to purchase on the following terms and conditions.
1. Purpose. Owner owns the property described below and grants Buyer an exclusive option to purchase that property on the terms and conditions here set forth.
[legal description of property].
Commonly known as [address].
Buyer anticipates purchasing the premises during the initial lease term for the property or during the extension term of said lease. The parties have entered into this option to allow Buyer to acquire Owner’s land in the future.
2. Term of option. This option agreement shall exist and be exercisable from the date on which the Parties complete execution of this agreement and the lease between them, throughout the term of the lease, including any extension term thereof, or the date of proper exercise, whichever is sooner, subject only to limitations on its exercise that are specified herein. As long as Buyer shall not have been at any time in material breach of the lease between the Parties, Buyer may exercise the option at any time during the effective term of this agreement by giving Owner written notice of her election to exercise it. [Optional provision regarding Owner’s purchase of new property: Notwithstanding anything else herein to the contrary, buyer must exercise the option, and close the purchase thereunder, no later than eighteen (18) months following confirmation of the closing of Owner’s purchase of [owner’s new property address]. Owner shall notify Buyer in writing of the [owner’s new property address] closing date in advance of said date and confirm in writing that the sale has closed, no later than three (3) business days after closing. Confirmation shall be given to Buyer personally or by certified mail, at Buyer’s address set forth above or at any subsequent address that buyer provides to Owner in writing.]
3. Complete exercise. In no case shall Buyer be permitted to purchase less than the entire property pursuant to this option.
4. Purchase price. If the option is exercised during the initial lease term, the purchase price of the option property shall be $[amount] plus the replacement cost of the property’s roof if the roof is replaced by Owner before Buyer’s exercise of the option. If the option is exercised during the extension lease term, the purchase price of the option property shall be $[amount] plus the replacement cost of the property’s roof if the roof is replaced by Owner before Buyer’s exercise of the option. The purchase price of this Option to Purchase is $[amount] (nonrefundable if option is not exercised) per month, payable at the date on which monthly installments of rent are due under the lease. All monthly option payments and Buyer’s security deposit will be credited toward the purchase price of the property if this option is exercised. When the option is exercised, Buyer’s security deposit and all of her $[amount] monthly option purchase payments shall convert to earnest money, and Buyer immediately shall pay such additional sum to Owner as shall then be necessary to bring the total earnest money to $[amount].
5. Title. Owner will furnish Buyer with good and marketable title to the option property if this option is exercised. Any conveyance given pursuant to this option shall be by warranty deed. Owner, at her expense, shall provide Buyer an Owner’s policy of title insurance, including a policy commitment at closing. The insurance shall show good and marketable title to be in Buyer’s name, shall be in the amount of the purchase price, subject to easements and restrictions of record and to encumbrances created by the acts or omissions of Buyer, but otherwise shall be without standard exceptions, with no additional cost to either party. If a stake survey is required, it shall be paid for by [Owner / Buyer]. Any special exception imposed by the title company, as shown by a survey, must be approved by Buyer.
6. Closing. This sale shall be closed within ten (10) days after all the closing documents are prepared, but in no event later than thirty (30) days after the date of the notice exercising the option. Owner shall prepare the warranty deed to be given at the closing, and Buyer shall pay the transfer tax necessary to complete the sale.
7. Prorations. All real estate taxes for all years billed before the closing date shall be fully paid by Owner. Real estate taxes billed after the closing date shall be paid by Buyer. Rents, fuel, insurance, interest, or association fees, where applicable, shall be pro rated as of the day of closing. Taxes will be pro rated as if paid in advance, on a 30 day month, 360 day year basis to date of closing, based on the due date of the taxing authority.
8. Special assessments and benefit charges. All special assessments that have been assessed and are a lien on the land at the date of closing will be paid by Owner. The cost of duly authorized improvements that are subject to future assessments against the property assessed after the date of closing will be paid by Buyer. Any benefit charges against the property or Owner made by any government authority for installation of, or tap in fees for, water service, sanitary sewer, and/or storm sewer service, for which charges have been made, incurred and/or billed before the date of closing, will be paid by Owner. Any charges incurred after closing will be paid by Buyer.
9. Casualty loss. Until delivery of the Deed, risk of loss by fire and/or windstorm or otherwise is assumed by Owner.
10. Default. If Buyer defaults, Owner may pursue legal remedies or may cancel the contract and keep the deposit as liquidated damages. If Owner defaults, Buyer may enforce this contract or demand a refund of the deposit in termination of this contract or pursue legal remedies.
11. Inclusions. This contract includes all fixtures, improvements, and appurtenances attached to the property as of the date the option is exercised, including, but not limited to, all lighting and plumbing fixtures, shades, louvered blinds, curtain rods, drapery hardware, wall-to-wall carpeting, purchased water softeners, automatic garage door equipment, storm windows and doors, screens, awnings and antennas, including rotor equipment, if any, as well as the following personal property for which a bill of sale will be given, namely: washer, dryer, refrigerator, stove, and all other built-in kitchen appliances.
12. Termination of option period. If Buyer does not exercise the option before the expiration date, the option shall expire of its own accord.
13. Exercise of option. Before expiration of the option, Buyer may exercise this option by giving Owner written notice, signed by Buyer and delivered personally or by certified mail. Notice shall be given at Owner’s address set forth above or at any subsequent address that Owner may provide to Buyer in writing. Upon exercising the option and closing the purchase, Buyer agrees to accept the property in “as is” condition. Seller will comply with MCL 565.902, concerning disclosure of property condition, when the lease between the parties is executed.
14. Assignment and binding effect. This agreement is not assignable without written consent of the Owner, subject to Owner’s sole discretion. This option shall inure to the benefit of and be binding on the parties to this agreement and their heirs, legal representatives, successors, and assigns, and shall run with the land affected by this agreement.
15. Effective date. This agreement shall be effective as of the date on which the last of the parties listed below signs it.
	WITNESS:
	
	OWNER:

	/s/____________
[Typed name of witness]
	
	/s/____________
[Typed name of owner]


Acknowledged before me in [county] County, Michigan on [date] by [name of person acknowledged].

	/s/____________
[Notary public’s name, as it appears on application for commission]
Notary public, State of Michigan, County of [county].
My commission expires [date].
[if acting in county other than county of commission: Acting in the County of [county].]


	WITNESS:
	
	BUYER:

	/s/____________
[Typed name of witness]
	
	/s/____________
[Typed name of buyer]


Acknowledged before me in [county] County, Michigan on [date] by [name of person acknowledged].

	/s/____________
[Notary public’s name, as it appears on application for commission]
Notary public, State of Michigan, County of [county].
My commission expires [date].
[if acting in county other than county of commission: Acting in the County of [county].]


