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SUMMARY

The Alabama Supreme Court held that a condemnation clause in a commercial lease was ambiguous

as to the effect of a total taking of the leased property. Construing the ambiguity in favor of the lessee,

the court concluded that the lease did not automatically terminate upon condemnation and that the

lessee and sublessees retained the right to share in the condemnation proceeds. The court reversed and

remanded for a determination of the sublessees' interests.
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NGC and Eric appealed from a final judgment of the trial court
holding that they were not entitled to share in condemnation proceeds

arising from the taking of leased property.

De novo review applies to the trial court's determination whether a
contract is ambiguous and to its determination of the legal effect of an

unambiguous contract term.
Published opinion; binding Alabama Supreme Court precedent.
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QUESTIONS PRESENTED

1. Whether the condemnation clause in the lease was ambiguous as to the effect of a total taking of the

subject property.
2. Whether the lease automatically terminated upon UAB's total taking of the property.

3. Whether NGC and Eric retained the right to share in the condemnation proceeds through their leasehold

interests.

HOLDINGS

1. The condemnation clause was ambiguous because its four subparts plausibly could govern a total taking,

and they provided differing consequences for the lease.

2. Because the condemnation clause was ambiguous, the lease had to be construed more strongly against
the lessor and more liberally in favor of the lessee.

3. The lease did not automatically terminate upon the total taking, so BSD's and, by extension, NGC's and

Eric's rights to share in the condemnation proceeds were not extinguished.

KEY QUOTATIONS

“We therefore conclude that the condemnation clause is ambiguous insofar as it relates to the effect a total

taking of the subject property would have on the original lease.” (967)

“Construing the lease in favor of BSD, the lessee, we hold that the lease did not automatically terminate when
UAB took possession of the subject property.” (967)

“The trial court's judgment to the contrary is therefore due to be reversed.” (968)

FACTUAL BACKGROUND

Siedo leased the subject property to Wendy's, which assigned its lease rights to BSD. BSD later subleased
portions of the property to NGC and Eric, who operated restaurants there. UAB condemned the entire property,
including the improvements and parking area, and the trial court concluded that the condemnation clause

automatically terminated the lease and extinguished the subtenants' rights to share in the condemnation award.

PROCEDURAL HISTORY

UAB initiated an eminent-domain proceeding in the Jefferson County Probate Court and obtained condemnation
of the subject property. After UAB and Siedo agreed on the amount of compensation, the trial court held an
evidentiary hearing concerning the leasehold interests of BSD, NGC, and Eric and entered judgment denying
NGC and Eric any share of the condemnation proceeds. NGC and Eric separately appealed to the Supreme Court

of Alabama, which consolidated the appeals, reversed, and remanded.

DISPOSITION
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REMAND INSTRUCTIONS

The trial court must conduct a further proceeding to determine the extent of NGC's and Eric's rights to share in

the condemnation award.
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