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MAKING A LIVING NEGOTIATING COMMERCIAL LEASES 
Many people licensed in real estate have left the field recently, due to adverse market forces and the licensee’s inability to earn a living.  Others have adapted, finding alternative ways to make ends meet, while residential property markets and lending activities are generally depressed.  At first, some people took advantage of opportunities created by this difficult market, by getting into Loan Modifications and Short Sales.  But recent changes in California law have made it difficult or impossible to  make a living doing Loan Modifications.  Short Sales have also proven that they are not the perfect solution for many licensees to earn enough money to pay their house payment and support their family each month.  

As in each previous recession, property management provides a steady income through the rough times; but not everyone is able to deal with tenants and toilets.  In addition, property managers are having problems finding qualified residential tenants these days, because almost every tenant has a bad credit history and/or bankruptcy, and tenants often have no money.  Vacancy rates have risen, and as a result, the level of income generated by property management is now substantially less than it was in prior years – (unless more properties are managed, which increases the number of headaches which must be handled by the manager). 

Commercial Leasing may be a better way to take advantage of the depressed real estate and financial markets. Tenants in all sectors of commercial real estate markets need someone to find them smaller spaces, or cheaper facilities.  They also need someone to negotiate for them to get out of existing leases, or they need to find someone to sublease existing space.  Landlords, on the other hand, need to fill up their properties with rent paying tenants.  They also need to negotiate solid leases which will maintain the value of the property they own, whether it’s a shopping center, a warehouse, or an office building.  Licensees who avoid getting properly trained in how to handle commercial leases are missing out on a gold mine that is full of opportunities to make a good living. 

If you are working directly with an owner of commercial property, you will need a written  Exclusive Listing Agreement for Lease of Commercial Property, to assure that you will get paid.  Without a signed written agreement, you may find that you have worked for the landlord for free!  Remember that the Statute of Frauds requires the listing to be in writing, and it must be signed by the Owner of the property (or their authorized agent/Property Manager).  In addition, the listing must identify the property, and it must specify the fee that you will earn when you find a suitable tenant for the landlord.  Vacant commercial properties can be found on any corner.  Get out there and call the owner or property manager.  Ask relevant questions about what tenants would be suitable for their property, the rents, etc., and whether the property is listed with someone else.  Leave them some literature and your business card.  Make a good impression.  Follow-up with the owner or property manager.  Be legitimately concerned about the owner’s problem.  You are the solution to their problem, not just another problem for them to deal with.  If it is not already listed, ask for the Exclusive listing.  You must make a positive impression about your ability to find a suitable tenant to fill their vacant space.  Here, your experience and training should be geared to impress the client.  You may have to kiss a lot of frogs before you find an Owner who will give you the listing.  But persistence pays big dividends.  

Now that you have listed the space for lease, your job is to find a suitable tenant.  In this market, look for tenants in larger spaces who are looking to downsize, and are near the end of their lease term.  You may be able to enter into an agreement with the prospective tenant and/or the new landlord – they pay money for you to negotiate the termination of an existing lease where the tenant is currently occupying a larger space.  Better yet, you may be able to find a new tenant to take over the moving tenant’s old larger space, or you may be able to find another tenant to sublease that space (here, you want to be paid another commission for solving that problem too – don’t forget to have another Exclusive Listing signed).  There are millions of ways to go about finding landlords who want to find a viable tenant, and to find tenants who want to negotiate a lease or sublease.  This is an opportunity for you to be creative!  Thinking about all of the possibilities to solve these problems and get paid should excite you!  This is the opportunity of a lifetime! 

In general, commissions are paid upon the signing of a new lease or sublease, based on a price per square foot, and the number of years of the total lease term.   Your fee may also include payments when Options are exercised to extend the Lease.  If a space is difficult to lease, you may be paid a bonus in addition to the ordinary commission paid to find a tenant.  Leasing commissions in one transaction may far exceed the annual income of a top producer in a residential office, even in the best of years.  This is a very lucrative business – for those who know what they are doing, and if you are not afraid of hard work.  If you think of yourself as a “Deal-maker,” this may be a good move for you.   Commercial leasing is a chance for you to exercise talents and skills which may be wasted right now in a residential environment. 

Although there are some readily available forms for commercial leases, many leasing transactions involve customized terms set forth by the landlord.  You need to know whether the Landlord uses a standard form Lease, or one which came from another source (like the landlord’s lawyer).  Either a landlord or a tenant could benefit from a real estate attorney’s involvement in the negotiation of the specific Lease terms, once the parties have agreed to the basic terms of the lease (that's your job) in a Letter of Intent.  If you get that far, give us a call.  We would be happy to assist you and your client in completing the Lease document(s), and getting you paid. 

Not everyone is going to be able to do commercial leasing.  To be effective:  (1) you have to be knowledgeable about leases and lease terms; (2) you have to look and act the part – by being properly dressed and acting like a true professional; (3) you have to be willing to work hard – discovering opportunities in the marketplace, and finding solutions to problems faced by landlords and business owners; and (4) you have to be able to survive until your first paycheck comes in.  Like everything else in life, the most successful people generally know more about the subject than anyone else.  It is your first job to get educated about commercial leasing.  You want to know everything there is to know about this field – to become the most knowledgeable person there is – the person who knows all of the answers, and/or where to find them. 

 

Remember, the most important thing you can do to become successful in the commercial leasing business, is to get yourself trained properly.  The more you know, the more you are worth to your clients.  Get out there and find seminars – dealing with CAM charges, Triple Net Leases, and other aspects of Commercial Lease Fundamentals. Many are available online, if you take the time to look for them.  Get involved with commercial real estate organizations, and listen to experienced speakers in the field.  You can also enhance your knowledge by reading books, such as, “Negotiating Commercial Real Estate Leases” by Martin I. Zankel;  “The Commercial Lease Guidebook:  Learn How to Win the Leasing Game” by Thomas G. Mitchell and; “Commercial Leasing: A Transactional Primer” by Daniel B. Bogart and Celeste M. Hammond.  You may want to take a job with a commercial property management firm.  Talk with leasing specialists.  They are generally willing to share information with you if you appear prepared, hungry, honest, and willing to learn.  Just don’t abuse them and remember that  their time is a valuable commodity.  You may find that your residential broker is fully capable of assisting you with your conversion to commercial leasing; or, you may find that they are unable to provide you with the support you need.  I am not encouraging you to leave your present office.  But if you aren’t selling any residential property, and you are looking for a way to make a living in these trying times, consider an exciting and rewarding career in commercial leasing.  Make sure that you get the training that you need, and that you have qualified resources available to train you.  It may be the best decision you ever made. 

 
NOW GET OUT THERE AND SELL SOMETHING!
                                      STEVEN J. ZIPPERMAN, ESQ.  
      If you know someone who wants to be added to our Real Estate Update list, please have them send an e-mail to steve@zipperman.com with a request to be added to our database.        Thank You.
 
 

    The purpose of this newsletter is to keep you informed of changes in California real estate law, and to arm you with information that may help you avoid problems in your real estate transactions.  Our office routinely deals with real estate matters involving all kinds of real property.  For more information about how we can assist you, go to www.zipperman.com.  To discuss your specific legal issues, please call our office for a
 

COMPLIMENTARY TELEPHONE CONSULTATION
 

CALL NOW TO DISCUSS YOUR LEGAL ISSUES!
 
(949) 709-5800
 
PLEASE NOTE THAT ALL PREVIOUS LEGAL UPDATES ARE NOW POSTED
AT:  WWW.ZIPPERMAN.COM, 
WHERE THEY CAN BE REVIEWED OR PRINTED ANYTIME!
JUST CLICK ON THE LINK TO SEE THEM
 
This bulletin is not intended to provide you with specific legal advice,
and it is not intended to create an attorney/client relationship.
To do those things, you must consult directly with an attorney.
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