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you have in common with the owner and his
staff is that you want space and they want to
lease it to you,
“Eighty-twa percent of all prospective tenants
enter a building leasing office asking for help. Most
encounter a pleasant staffer, become comfortable,
then rely heavily on their advice,” said Saltman.

VAGLE QUESTIONS GET ONLY

== HALFTHE STORY

Thie owner's leasing agent delights in taking your

call because it means the owner has sucessfully
positioned the property to appear compsatitive. if you
decide to deal directly with a representative of the
property rather than a commoercial real estate broker,
be precise and ask pointed questions; this is a fact-
finding mission.

Stating the amount of square footage you're looking
for and then asking these questions will reveal the
true cost of space.

1. Isitavailable?

2. What is the rental rate? How flexibla is it? Is the
rental rate quoted on a full service or net rent basis?

3, What are the building's lease terms?
4. What is the bullding’s commaon area factor?
5, How does the building handle operating expenses?

6, What is the building's budgeted tenant
improvement allowanca?

QUOTED RENT VS TRUE COST

Three buildings can quote the same rate per square
foot and be worlds apart in eventual cost. To uncover
true cost, ask about common area factor and
whether the space is usable or rentable,

Common area factor - a precentage of additional
rent charged to each tenant for areas such as the

lobby, hallways, mechanical and maintenance closets,

and bathrooms common to all tenants,
Usable space - the amount of square feet found

within the confines of the space the tenant physically

occuples, however, rates rarely quoted
as usable.

Rentable space - usable space and proportionate
shara of the building's common area.

For example, if one building quotes a common area
factor of 10 percent and another figures its common
area at 20 percent, leasing 2,500 square feet in the
first building means you will pay rent on 2,750
sguare feet to get 2,500 square feet (usable square
feet rate plus a 10 percent common area factor). In
the second building, you'll pay for 3,000 square feet
to get 2,500 square feet (usable square feet rate plus
a 20 percent common area factor).

MEGOTIATE ANMUAL INCREASES BEFORE SIGNING

LInlike leases on other items, signing up for a
specified number of vears does not lock in monthly
pavments over the term of the agreement. Building
operating expenses increase annually and naturally
get passed on to tenants, usually as a hill covering
approximated expenses for the upcoming year,

A good leasing agent will tell prospects up-front
about the charge but most don't, so ask about
annual increases.

In a typical full service lease, a portion of all initial
operating expenses are included in the quoted rate,
Unfortunately in most markets, the term full service

or gross lease is misleading. In a true full service lease,

all costs are included, however, most leasing agents
actually offer a modified gross lease, all-inclusive
except the tenant pays a propartionate share of
additional operating expenses.

.‘{:‘.gil__ﬁ FREE RENT AMD TRICKS OF THE TRADE

It never seems to matter what condition the leasing
market is in, uninformed tenants want free rent.
Building owners dislike the idea since it means a
delay in receiving rental income, but tenants love

it because they figure they’re getting a great deal.
Actually a deal including free rent simply trades pay
me now for pay me later, and in some cases, free rent
actually means pay me more later.

Simple math tells us the following about 2,500
square feet of space at $18.50 per square foot with
five months free rent:

Year One 52697917 510.79 per sq.ft.
Year Two $46,250,00 $18.50 per sq.ft.
Year Three $46,250.00 $18.50 per sq.ft.
Year Four 446,250.00 $18.50 per sq.ft.
Year Fiva 446,250.00 $18.50 per sq. fi.
Total 5211,979.17 51696
Effective Per Square Foot

figured based on simple math
cure costs such as common
nses, and annual rental

ame three buildings

561,188.75

564,248.19

Average Rate Per Square Foot Cost:

5 FREE RENT OUTSIDE THE LEASE TERM

Onee trick commaonly used by landlords offers free rent
outside the term of the lease, meaning your first five
months are rent free but five manths will be added to
the lease term and yvou will be expected to occupy the
space for five years and five months,

By accepting five months free rent on the outside
term for building number one, for example, you
pay 55,590.38 more than if you'd taken no free rent
and occupied the space five months longer than
you wanted,

Anather commonly used trick by landlords offiers
free rent but requires you to pay your operating
expenses, Be careful with this one. It will be stated
in your lease but isn't always obvious until you've
moved in and receive the bill.

/=, HIRE A COMMERCIAL REAL ESTATE
*=" BROKER FIRST

If during the property search planning stage, you
decide you need help, interview several brokers, A
broker's job is to find the right space at the best price;
they work on commission, so let them earn their
keep.

Finding and securing office space is full of pitfalls
cautions Sam Friedman, founder and CEQ of AFCO
Realty [www.afcorealty.com] in Atlanta, G&, and
can cost your company thousands without skilled
representation to lead you through the process.

“Ask what they've done for the last 25 years. Can
they give you references to call that they have
represented for that long?” suggests Friedman. A
broker that can cite years of unbroken service to the
same client indicates that making a commission is
secondary to exercising the honesty necessary to
develop the relationship.

—

“Qut of trust comes the comfort that vour broker is
truly acting in your best interest,” sald Friedman_"Ask
if they've ever lost a commission and why. Hire the
one that lost the fee rather than lead a client through
a real estate deal that was a bad business declsion
and would have hurt the company. That's a broker
you can trust.”

If yau're not happy with your broker's efforts, fire him
or her and hire another, but waork with only one since
it's your responsibility to protect their claim to the
fiee. As Saltman advises, juggling multiple brokers
only creates confusion, inefficiency, and

law suits,

Beware of a building owner who refuses to work with
your broker. Typically, the landlord pays your broker's
commission, which as Friedman points out, isn't

the conflict of interest it may appear since the fee is
figured into your lease payment,

“A professional realtor always knows who he works
fior,” sald Friedman, who has represented tenants
and landlords in the Atlanta market for mare than
40 years.

jﬁ' DON'T FORGET YOU'RE THE CUSTOMER

Your first impression is the right one. Once you're

happy with the building and location, negotiate hard.

Do you like the people? Once you sign the lease,
you'll live with them for the next three to five years.
A building in disrepair on your first visit isn't likely to
get any better, and don't expect much

help from your property manager if he or she is

tao busy to meet you prior to signing the lease,

If uncomfortable for any reason, move on to
another building.

By identifying business and personal needs,
shopping for specifics, and learning a little leasing
lingo, you will escape the pitfalls along the path to
leasing office space and save thousands to boot.




