
Commercial Leasing, the difference 
between Leasing and buying 

How to keep yourself and client safe 

 



IN THIS CLASS WE WILL 
DISCUSS THE  DIFFERENT 
TYPES OF LEASING 

1. TRIPLE NET LEASE 

2. MODIFIED LEASE 

3. PERCENTAGE LEASE 

 

 

  EXPLANATIONS FOR 
EACH TYPE OF LEASE 
AND HOW THEY ARE 
USED.  

1. WHY WOULD WE 
MOVE AWAY FROM 
THE TRIPLE NET LEASE 

2. WE WILL DISCUSS 
THE COMMON ISSUES 
WITH COMMERCIAL 
LEASING 



What is the most 
common lease 
used across the 
majority of 
different types of 
commercial 
properties and 
why? 
 

It is the Triple Net lease; The tenant agrees to pay  
- the base rent amount per square foot plus  
- the sales tax on that monthly amount,  
-  proportionate share of the property tax, 
-  insurance on the lease space rented. 
- Other agreed upon charges 

There might be other charges that the tenant could be responsible for. 
- Water bill 
- CAM ( common area maintenance) 
- Pass through (this is the wild west of things to control) 
- Dumpster 
- Landscaping 
- reserves 

- Make sure you understand the TOTAL costs the tenant will pay. 
 
- Make sure you understand the TOTAL costs the landlord will pay. 



 
Rent: First and last, and security deposit  

 
 -  glasBridge Real Estate like most offices,  does not hold escrow or collected rent(s) for any 

period of time.  
- The owner must receive the funds. You the agent are never to take charge of any funds 

 related to the transaction.  
- These rents should be held in a non-interest bearing account.  

- Last month rent should not include sales tax,  

- If you have a property management division then turn it over to them. 

- Lets talk about security deposit concerns. Interest or not on deposits. 

 



.    Who writes the lease and who makes the changes? And why? 

- The owner of the property in commercial must provide you with a 
complete lease to execute.  

- You as the agent cannot make changes to the lease in any way at all.  
- You can add addendums to the lease.  
- In addition you can use an addendum to remove items from the lease that 

are not acceptable. 
- To be clear, changes can be made on a lease by way of adding an 

addendum to be included in the final lease document. 
Lawyers are the only ones allowed to create a legal and binding lease 
agreement. 



What type of inspections should I encourage my client to do when leasing? 
Is it different from buying and why? 

Inspections are just as important when leasing, the tenant will be responsible for the 
upkeep inside the unit and maybe on the outside as well. 
- Who will be responsible for the repairs and upkeep?  
- Make sure that everything is in good working repair (how much life is remaining?) 
- Usually the owner tries to get tenant to sign a lease were tenant pays for all repairs.  
- What if the AC and Heat is older and near end of its life? 
- Offer a proration or a certain amount for major repair such as the roof, Heat and AC, 

lighted signs, driveway repair. Etc. 
- Different from buying? NO! Treat the transactions the same way… 
If you have an inspection done it is much easier to state your case on how much you 
would be willing to pay towards the repairs of major items. 



 The Lease Purchase Agreement!  Should you offer this option and Why? 

The Lease purchase is the single most difficult and sometimes confusing document you may ever do.  

- Use when a purchase deal is falling apart.  

- Be a creative Commercial agent and be ready to say let’s do a contract to lease purchase.  

- It keeps the buyer (now tenant) in the deal.  

- One benefit could be the landlord gives a credit towards the purchase from each month’s rent.   

- If they are paying $10,000.00  for a 5 year lease, it could equal a $90,000.00 credit toward the purchase.  

- That amount may be enough so that the buyer qualifies for the purchase.  

 

It is great commercial real estate work to be able to put a deal like this together and keep it safe.  



Types of Commercial Leases 
Triple Net Lease:  The triple net lease is used extensively in commercial real estate.  

- popular for multi-tenant industrial and retail properties.  If tenant’s expenses vary greatly, such as an industrial user of electricity, the triple net 
lease is best for the landlord. 

Modified Net Lease:  The modified net lease is a compromise. The landlord and tenant usually set up a split of maintenance expenses, while the 
tenant agrees to pay taxes and insurance. Utilities would likely also be negotiated in the modified net lease. 

Percentage Lease:   is a lease that typically requires a tenant to pay "Base Rent" and then on top of that amount pay a percentage based on 
monthly sales volumes.  

- Requires tenant to pay base rent 

- Plus tenant  may pay a percentage of monthly sales over a certain amount. 

- Commonly executed in outlet and retail malls 

- Example:  

-  rent $1,000.00 per month 

- Baseline sales $5,000.00 per month 

- If sales go over $5,000.00 tenant pays 5% of sales over baseline 

- If sales $7,000.00, 7-5=2, tenant pays 5% of $2,000.00 as extra rent that month 

 

 

https://www.thebalance.com/the-triple-net-lease-in-commercial-real-estate-2866578
https://www.thebalance.com/the-modified-net-lease-in-commercial-real-estate-2866577
https://www.thebalance.com/average-percentage-commercial-rent-3515423


Types of Commercial Properties          
Multi-family:  Multi-family commercial real estate property types include duplex homes, and other construction for 
habitation by multiple family groups.  Apartment projects of course are included in this category type. 

Retail:  Strip centers, shopping malls, big box stores and free standing retail business structures all fall into this 
category.  This is a big chunk of the commercial real estate market. 

Offices:  Single standing offices to office complexes make up this group.  They are often grouped physically by 
similarity of business, such as professional consultants, attorneys and accountants. 

Industrial:  Manufacturing, refineries and other similar businesses make up this category.  It's a specialty niche, as 
there are many special considerations concerning zoning, licensing and the environment. 

Other Specialty:  This covers a lot of ground, from oil change centers to skating rinks.  There is a lot of variety in 
commercial real estate uses and business types.  

Most new agents by far begin as residential agents.  There are many more homes and condominiums bought and 
sold each year than any other type of property. But being commercial you are introduced to many more types of 
leases and the different expenses to the tenant, you need to be careful to be aware of the conditions of leasing and 
know to ask for help if you do not know the answers for sure. It is always the best policy to suggest having a lawyer 
review all documents. 



Modified Net Lease:  
The modified net lease is a compromise between the gross lease and the triple net. The landlord and tenant usually set up a split 
of maintenance expenses, while the tenant agrees to pay taxes and insurance. Utilities would likely also be negotiated in the 
modified net lease. 

• Clothing store:  This business owner is concerned about lighting and displays, and that lighting is a major consumer of 
electricity.  Possibly the landlord would want to negotiate utilities with the business.  While there is a seasonal component to 
clothing, the inventory is just adjusted for the season.  So, this business owner may want to negotiate a lease that is fixed in 
amount each month, but share in repair expenses, as there isn't much in the way of repairs in a clothing store space. 

• Food Stores or Restaurants:  When there is a lot of refrigeration equipment, particularly built-in walk-in coolers, the utilities 
would probably be something negotiated between the landlord and tenant.  Repairs would be on that negotiation list as well, 
as the tenant may want to share in that expense to get some control.  Sharing in the expense would allow the tenant to 
schedule preventive maintenance to avoid food losses when there are refrigeration failures. 

• Light Manufacturing or Assembly:  Often the equipment in these businesses belongs to the business, not the landlord, so 
repairs and maintenance would fall on the tenant.  However, depending on the electricity or gas consumption of the 
equipment, there may be some negotiation of utilities. 

• Usage Risk Considerations:  Suppose a building has historically been used as a warehouse and the new tenant is going to do 
some light manufacturing or component assembly.  If this changes the insurance hazard profile for the structure, the insurance 
would go up, and the landlord would likely want to take care of that with a negotiated modified net lease arrangement. 

https://www.thebalance.com/the-modified-net-lease-in-commercial-real-estate-2866577


• Usage Risk Considerations:  Suppose a building has historically been used as a warehouse and the new tenant 
is going to do some light manufacturing or component assembly.  If this changes the insurance hazard profile for 
the structure, the insurance would go up, and the landlord would likely want to take care of that with a 
negotiated modified net lease arrangement. 

• Usage Zoning Change:  Let's use that previous example again.  The change in use requires a zoning change or 
waiver.  In getting that approved, the property tax rate for the structure changes.  If it goes up (usually likely 
with taxes), the landlord would probably be looking for some relief. 

• Sporadic Occupancy or Use:  A tenant rents a warehouse/office building, but will not be there much of the 
time.  It's to be a storage structure with no heating or other significant utility usage when the tenant is away.  It 
may be in their best interest to negotiate and pay the utilities as a trade-off for lower rent. 

Those are a few examples, and there are plenty more business types that could benefit from the modified net 
lease.  Both the landlord and tenant are in business to make a profit.  A good tenant is valuable, as is a responsible 
landlord.  Sometimes adjusting the length of the lease to go longer will be desired by the landlord, and they may 
make concessions in other areas of the lease in exchange.  Business is a series of negotiations, with customers, 
vendors, landlords and tenants. 



We care about your success, we strive to keep you safe and give you the knowledge 
from firsthand experience so you can work with confidence to keep your client safe 

 

Glasbridge keeping you safe one transaction at a time 
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