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Perhaps your business has employees that need a place to work or perhaps you are ready to meet

clients without having to worry about them seeing your dirty dishes in the sink at your home office.
Either way, any fledgling business needs to consider where to house the business and whether to
buy or lease commercial space.

Owning versus Renting

The terms of any lease agreement are subject to negotiations between the tenant and the landlord.
However, the landlord often has more negotiating power and it is not uncommon for commercial
leases, in contrast to residential leases, to require a tenant to pay real estate taxes, property
insurance, and other expenses associated with maintenance of the property. Such leases are known
as triple net leases and by their terms they minimize some of the qualitative differences of renting
and owning commercial space.

One of the main benefits of a lease in contrast to owning property is flexibility. A lease can provide a
business with more flexibility than buying because the term of the lease can be substantially shorter
than a thirty-year mortgage. This flexibility is crucial if you are unsure how much space your business
will need in a few years’ time or whether the location is ideal for your customers.

Owning property provides the business with an asset that can be leveraged, for example, to secure a
loan for your business. The ability to get a loan and startup capital may be crucial for your business
and leveraging such property may provide necessary security to potential investors. Such asset can
also be the target of unhappy customers, suppliers, creditors or other third parties. For that reason,
businesses and their founders should strongly consider owning title to property via another related
entity, such as another LLC or corporation formed by the business or its founders. Owning property
in another entity provides an extra layer of protection from the business'’s creditors, so long as
corporate formalities are observed.

Of course, options may be limited by what is available on the real estate market and there may be
times when the real estate itself—for example, price or location—is the deciding factor after weighing
all the pros, cons, and business needs. Discussing these options and your business needs with your
attorney and realtor can help you make the right decision.
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Shared Workspace

If you are ready to have business meetings outside your home but are not ready to commit to either
a lease or purchase of property, there is a third option: shared co-working space. This option has
become much more popular over the past decade and there are now several companies that provide
co-working space. Such options provide more formality, privacy, and amenities than conducting
meetings at your home or a coffee shop. Pricing varies at these co-work spaces based on what you
need and this ability to tailor the cost to your needs helps ensure that your business is not spending
much needed funds on unused space.

PLDO’s Inside Business — Powered Up for Success
is a multimedia series of advisories providing
entrepreneurs and business owners with best
practice tools and practical tips to thrive and survive
Gary R Pannone in today’s business environment. The series covers a
Managing Principal wide range of topics that will help individuals make
informed decisions about starting and operating a
business. Inside Business is created and produced
by PLDO Business and Corporate Attorney Joshua
]oshua J Butera J. Butera and Managing Principal Gary R. Pannone,
Associate recognized by his peers and clients as 2020 Best
Lawyer® “Lawyer of the Year” for his business
practice. To contact Attorneys Butera and Pannone,
please call 401-824-5100 or email jbutera@pldolaw.
com and gpannone@pldolaw.com.
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This memorandum is intended to provide general information of potential interest to clients and others. It does not constitute legal advice. The receipt of this memorandum by any party who is not a current client of
Pannone Lopes Devereaux & O'Gara LLC does not create an attorney-client relationship between the recipient and the firm. Under certain circumstances, this memorandum may conslitute advertising under the Rules
of the Massachusetts Supreme Judicial Court and the bar associations of other states. To insure compliance with IRS Regulations, we hereby inform you that any U.S. tax advice contained in this communication is not
intended or written to be used and cannot be used for the purpose of avoiding penalties under the Internal Revenue Code or promoting, marketing or recommending to another party any transaction or matter addressed

in this communication.
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