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Making the decision to purchase a residential home may 
be a simple decision based upon income, credit, geographic 
location, and personal style. Purchasing commercial property 
requires a bit more understanding of the issues that may arise 
depending on the type of property purchased. Here is a synopsis of 
some of the concerns that should be addressed when purchasing 
commercial property. 
 

Generally, making the decision to purchase a vacant parcel 
of land is quite a simple one that has relatively no major concerns 
for the buyer. Since there are no improvements to the land, 
compliance with housing or building codes is not required. 
Likewise, a certificate of occupancy is not required at the time of 

sale. However, the buyer of vacant property should meet with the local authorities prior to 
the final purchase to ensure that permissions to improve the vacant land at a later time will 
be granted.  It is unfortunate that some inexperienced purchasers invest large sums of 
money in vacant acreages with intricate plans for construction only to later find out that the 
local ordinances forbid certain types of improvements. A prudent purchaser can ensure 
against such failures by having a competent attorney check local ordinances prior to entering 
into a contract of sale. 
 

Commercial properties with a single tenant are also quite simple to purchase and 
manage. The owner only has to maintain accounts for one tenant and avoid conflicts 
between several tenants. However, a major setback can occur if the one tenant declares 
economic loss or bankruptcy whereby the rental income from the one tenant is lost. If 
purchasing commercial property with a single tenant, it is advisable to do an independent 
credit analysis of the tenant as well as review the rental payment history of the tenant.  
 

Purchasing an apartment building with several tenants requires much advance 
planning by the prospective purchaser. At the outset, multiple tenants means multiple 
responsibilities, rights, and potential for conflicts. Owners of apartment buildings are 
required to provide basic services to the residential tenants and maintain the premises in 
habitable conditions. Further, local ordinances may require the owners to maintain certain 
safety measures to ensure that tenants are protected in emergencies and impose rent controls 
on owners. Many prospective purchasers of apartment buildings may speculate that despite 
all the duties in the operation and management of the apartments, they will be able to 
manage with little or no help from hired professionals. That kind of limited thinking may 
lead certain owners to face legal battles later due to failures in their duties, regardless of 
failures on the part of the tenants. Prior to entering into a contract for the purchase of an 
apartment building, it is best if the buyer reviews the rent rolls and safety records. Also, the 
buyer should be realistic about the time that he/she can contribute for the operation and 
management of the apartment building so that professionals can be hired ahead of time to 
avoid hassles later.       



  
In contrast to having only one tenant whereby it can be a rental income feast or 

famine for the owner/landlord, an office building with several tenants can ensure a certain 
level of rental income. However, office buildings with multiple tenants present a different set 
of issues to the prospective purchaser. The multiple tenants and their employees must be 
given adequate access to the premises, be provided with ample heat, hot water, and 
electricity during hours of operation, and reasonable security. The common space must be 
kept clean and accessible, thereby requiring a cleaning staff. For buildings with a restaurant 
or food facility, the premises must be clean and pest-free. Prospective purchasers are once 
again urged to review the rent rolls of the existing tenants, and to consider the costs of 
maintaining the premises when negotiating the purchase price.  
 

Prior to purchasing a hotel, motel, or a resort, a prospective purchaser should 
acknowledge the type of management skills that will be needed in the operation and 
management of the particular premises. Since a successful hotel, motel, or resort business is 
measured by the occupancy of the available rooms, it is vital that the premises are 
maintained in a professional manner. This aspect of management of a hotel premises is so 
important that many franchise chains will not approve a prospective purchaser unless the 
purchaser shows adequate management skills. Further, the operation and management of a 
hotel, motel, or resort requires 24 hours a day, seven days a week attention and commitment. 
Although hiring a competent manager can help the owner with the overall management of 
the premises, attention to minute details can help reduce overhead costs and increase 
profitability.  
 

If a prospective purchaser does not have the time nor the experience of managing a 
hotel or a multiple tenant apartment building, he/she may consider buying an industrial 
warehouse. The advantage of purchasing such a property is that with the right type of tenant 
in a prime location, rental income can be quite substantial with little time investment by the 
owner. However, it should be noted that the owner should take steps to ensure that the 
premises are covered by adequate insurance and that the tenant is utilizing requisite safety 
precautions. Further, if the tenant is engaging in activities that may cause environmental 
issues later, it is prudent to check environmental records prior to purchase and maintain 
adequate oversight of the tenant’s activities after the purchase. Failure on the part of the 
owner to prevent environmental hazards can cost hundreds of thousands in penalties and 
clean up efforts later.  
 

Lastly, purchasers considering the purchase of a shopping center or strip mall should 
be familiar with the management of this type of property before embarking on a substantial 
investment. Owning a shopping center encompasses not only issues dealing with multiple 
tenants, environmental concerns, and safety regulations, but also requires marketing and 
management skills to ensure scores of patrons so that the tenants can derive sufficient profits 
and the overall value of the premises is increased.  
 
 
 

  
 
 

  


