
 

  
 

 

Glossary of Real Estate Terminology  

 

Here are some common real estate terms and their meaning  
 

As-Is The existing condition of real estate, prior to any improvements contemplated under a lease. 

Assignment The transfer of leasehold interest in a property to another party.  

BOMA Building Owners and Managers Association which, among other things, established widely 
accepted methods of measuring and computing square footage in commercial buildings. 

Base Rent The minimum monthly rent, usually computed on a per- square-foot-per-year basis, due under 
the lease. 

Build-Out Construction of the Tenant’s space (usually office space), reconfiguring of existing 
improvements. 

Build-To-Suit A customized design and build approach resulting in a single occupant building which is then 
leased or sold to a party. 

Commercial Property Other than single family residential housing Owned or leased property such as office, multi-
tenant, research, retail and industrial properties.  

Commission The fee paid to a real estate brokerage as procuring cause and/or for their services rendered 
in a real estate transaction May be paid by either party in a transaction; it is usually governed 
by a prior written agreement. 

Demising Wall The wall which separates a tenant's suite from another tenant's suite, or building common 
areas. 

Rent Escalation The mechanism in a lease which increases the rent during the term, usually annually May be 
outlined in fixed rents over the term or by increases relating annually to the Consumer price 
index. 

Estoppel Certificate A written statement (usually concerning the provisions contained in a Lease) by the Tenant. 
This information from the Tenant is used to confirm the Landlord’s information provided to a 
lender or a buyer verifying the financial provisions of a lease and to outline that nothing is 
owing to the Tenant or work required to be done for the Tenant by the Landlord. 

Fair Market Value 
(FMV) 

The price which a property may sell for (or lease) when given a reasonable time to be 
introduced to the marketplace to prospective buyers or Tenants. 

Flex Space A building providing use flexibility between office, and other uses such as manufacturing, 
laboratory, warehouse may contain high ceiling heights in shop/warehouse areas, dock and 
drive-in loading doors, plus higher electrical power   Usually provides high bays and relocation 
flexibility for overhead doors and other entrances. 

Force Majeure An uncontrollable force) an event outside the reasonable control of the parties to a contract 
such as an "Act of God", war, riots or strikes which would prevents the parties from complying 
with the provisions of an agreement. 

Gross Lease Commonly specifies one rental amount inclusive of rent, taxes, utilities, maintenance 
associated with the rental of a property. 

HVAC Acronym for heating, ventilation and air conditioning. 

Holding Over Conditions that result when a tenant remains in a rental property after a lease expiry without a 
written lease agreement.  Most leases contain a provision for dealing with this situation; some 
contain an automatic increase in basic rent. 
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Improvements See "leasehold improvements. 

Latent Defect Defects to a property or premises that are hidden and not visible during an inspection. 

Lease Commencement 
Date 

The date upon which the lease commences and the obligations of the parties begin. 

Leasehold 
Improvements 

Construction or improvements for the purpose of preparing the leased premises for the 
tenant’s business requirements  Improvements that are permanently attached (affixed) to the 
premises, unless they are trade fixtures, shall remain with the premises at the expiry or 
termination of a lease. 

Month-To-Month A lease for a specific period of time, usually one month, which automatically renews itself for 
the same period of time, unless landlord or tenant provide notice to terminate 

NNN See triple-net 

Net Lease Structured such that a base rent for a rental property is paid to landlord In addition, other 
charges such as utilities and building property taxes, insurance and maintenance are also 
payable by tenant Sometimes referred to as absolute net lease. 

Operating Expenses The costs associated with operating income producing property but including property taxes, 
insurance, repairs and maintenance. 

Option An agreement wherein a party has the right or option for a period of time to perform as 
outlined in the option agreement.  Time is most definitely of the essence in an option 
agreement and the option will automatically lapse immediately after the time period expires. 

Partition Wall A wall constructed to create work areas such as offices or conference rooms or any wall 
designed to separate one area from another. 

Premises In commercial real estate, the description of the leasehold and the specific square footage for 
which the parties enter into a lease 

Real Property The land and any improvement thereon. 

Lease Renewal Option Text within a lease that provides the means for the tenant to provide the landlord written 
notice of their intention to extend (renew) the lease for a further period.  Such notice to the 
landlord normally has a final time period before which the tenant must provide written notice 
or the option shall lapse. 

Rent Commencement 
Date 

Such date that payment of rent in a lease agreement shall begin.  This date does not always 
coincide with the lease commencement date. 

Rentable Area Denotes the number of square feet in a commercial building deemed to be rentable.  May 
include a common area factor or allowance for building amenities such as hallways and 
lavatories 

Sale-Leaseback A position where the seller of a property would remain in the property as tenant after a 
completed sale. 

Security Deposit Generally, a deposit of money by a tenant with a landlord to secure performance of a lease 

Setback Municipal zoning requirements that requires a building or improvement to be set back a 
certain distance from the property line. 

Shell Space The interior condition of either a new or existing building without improvements or finishes 
Typically denotes floor, windows, walls and roof of an enclosed premises May include some 
electrical or plumbing improvements. 



 

  

Tenant Representation An arrangement whereby a prospective tenant engages a real estate brokerage as its agent 
to represent the prospective tenant in negotiating a commercial lease transaction. 

Triple Net Generally refers to the requirement of the tenant to pay its proportionate share of the property 
taxes, insurance and operating costs of a property in a lease situation. 

Usable Square Feet Denotes the number of square feet in an office building deemed to be usable by the tenant in 
a lease situation.  (See Rentable Area) 

Valuation Placing a value or worth on a real estate asset normally through a professional appraiser. 

Zoning A legal mechanism for local governments to regulate the use of real property by specific 
application to prevent conflicting land uses and promote orderly development Land within the 
jurisdiction is placed within designated land uses that limit the type and intensity of 
development permitted 
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