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Commercial Leases:
Glossary of Terms

Assignment
When you transfer (or “assign”) your lease agreement to another person or business, with the
landlord’s approval.
Base Rent
The starting amount of rent you pay each month for a leased space, before adding extra costs like
utilities or maintenance.
Build-Out
Improvements or changes made to the space to fit your business needs, like adding walls or 
installing equipment.
CAM (Common Area Maintenance) Fees
Charges for the upkeep of shared spaces, like hallways, parking lots, or elevators, in a building.
Capital Expenditures (or CapEx)
Large-scale investments that a building owner makes to acquire, improve, or repair a property. 
These expenditures are crucial for maintaining and increasing the value of a property over time. In a lease, a
tenant may be required to pay for capital expenditures if they are not discussed beforehand. Examples often
include HVAC systems, roofing repairs, and water heaters. 
Default
When you don’t follow the terms of the lease, like failing to pay rent or breaking rules.
Exclusive Use Clause
A rule in the lease that says no other tenant in the building can run the same type of business as you.
Force Majeure
A clause that protects both you and the landlord if something out of your control, like a natural
disaster, makes it impossible to keep the lease agreement. (Sometimes called “acts of God.”)
Guarantor
A person or company that promises to pay the rent if the tenant can’t.
Gross Lease
A lease where the landlord covers most expenses, like property taxes and maintenance, and you only
pay rent. 
A gross lease has all of the CAM expenses included, so the tenant does pay for them. Typically a gross lease
rate is slightly higher than a standard "NNN plus CAM" to protect the landlord but also offers a fixed cost that
the tenant can budget for without having a surprise CAM reconciliation due if there is excessive snow removal
or a property tax increase, for example.

Leases can be complicated and include terms that aren’t familiar. If there’s something
you don’t understand, look it up! Don’t sign anything if you don’t fully understand what

you’re agreeing to. Here are some common terms you might find in a lease. 
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Holdover
When a tenant stays in the space after the lease ends without signing a new lease.
HVAC
Short for Heating, Ventilation, and Air Conditioning systems. The lease should explain who is
responsible for maintaining (or replacing) these systems. (Also see: Capital Expenditures)
Landlord
The person or company that owns the property you are renting.
Late Fees
Extra charges you must pay if your rent is not paid on time.
Lease Term
The length of time you agree to rent the space, such as 1 year, 5 years, or more.
Operating Expenses
Costs for running and maintaining the property, such as utilities, security, or landscaping, which
might be shared among tenants.
Option to Renew
An agreement that gives you the choice to extend your lease for a certain period after it ends.
Personal Guarantee
A promise you make to pay the rent personally if your business cannot.
Rent Abatement
A temporary reduction or pause in rent payments, often given at the start of the lease.
Rent Escalation
A clause in the lease that allows rent to increase over time, often based on inflation or market
conditions.
Security Deposit
Money you pay upfront as protection for the landlord in case you damage the property or don’t
pay rent.
Sublease
When you rent the space you leased to another person or business, with permission from the
landlord. (Also see: Assignment)
Tenant
The person or business renting the property from the landlord.
Tenant Improvements (TI)
Changes made to the space, often paid for by the landlord, to help it work for your business.
Termination Clause
Part of the lease that explains how you or the landlord can end the lease early.
Triple Net (NNN) Lease
A type of lease where you pay rent PLUS property taxes, insurance, and maintenance costs.
Zoning
Rules set by the city that determine how the property can be used (retail, office, restaurant,etc.)
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