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T
riple Net Leased properties can limit a land-
lord’s exposure to rising expenses.  This has 
made it a popular asset class for real estate 
investors.  I write an article about this asset 

class about properties about once every two years, 
and spend a lot of time talking about them.  This 
month’s article will be a “refresher,” of sorts, on the 
subject.  A good conversation about the main points 
will take up a bit of room, so I’ll need to split this 
article across two months.

This month, I’ll explain what Triple Net leased 
properties are and discuss some of their key fea-
tures.

What Are Triple Net Leased Properties?
Triple Net Leased properties, in the real estate 

investment world, refer to properties with a specific 
kind of lease.  In a true triple net leased property; 
the tenant, or the lessee, (not the landlord, the les-
sor) will pay ALL the expenses of a property.  The 
tenant will pay utility bills, maintenance expenses, 
insurance costs and even annual property taxes.  
The term “triple net” refers to the landlord receiving 
income net of all these costs:  net maintenance, net 

insurance and net taxes.1

The opposite of a triple net lease is called a Full 
Service Gross lease.  In such a lease, the landlord 
will pay all expenses.  (some apartments; where the 
tenant isn’t billed separately for utilities, are consid-
ered full service gross.)

Single tenant retail properties are often leased 
“triple-” or “double-net.”  (We will talk about the simi-
lar “double net lease” next month.  Think about your 
local Walgreens, Starbucks or Burger King.  These 
are all, very likely, triple or double net leased.

Tenant Quality
When reviewing potential triple net purchases, 

the first thing an investor should ask is “who is on the 
lease?”  Who is responsible for making the payments 
on the lease?  It’s not always the company listed on 
the sign in front.  Fast food restaurants, for example, 
are very often leased by a franchisee, and not by the 
parent company.  I often have investors tell me that 
they are looking at buying a “Burger King property.”  
My first question is always “who is on the lease?”  
The answer I often hear is “Burger King corporate, 
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I assume.”  This is a bad assumption to make.  The 
majority of fast food restaurants in this country are 
operated by franchisees.  My neighbor, Steve, could 
go and buy his own McDonald’s franchise.  Steve is 
a smart businessman, and certainly intends to make 
good on his lease obligations; but he doesn’t have 
as much money as McDonald’s corporate.  If Steve 
opens a McDonalds and goes out of business, he 
may not have enough money to pay rent.  In this 
case, Steve’s landlord would have trouble collecting 
his income.

Lease Term
A Lease’s term describes how long a tenant can 

occupy a property.  This is important because a ten-
ant’s renewal of a lease is never guaranteed.  Your 
tenant may have the best credit in the world, but that 
won’t mean anything if their lease expires next year 
and they move out, leaving you an empty building.  
An ideal lease would be one with a AAA rated ten-
ant signing a 50 year lease with 10% annual rent 
increases.  As a landlord, you’ll likely need to com-
promise on some of these points.  Remember also 
that you can buy a fast food restaurant in Kentucky 

with a ten year lease – but what will you do if that 
tenant moves out 10 years from now, and you have 
an empty restaurant.  How will you make the mort-
gage payment?  Who will you call to find a new ten-
ant?  How will you market this property on the other 
side of the country?

Rent Increases
I have seen 70 year leases (including renewals) 

to big tenants with zero rent increases.  Such a lease 
wouldn’t be very desirable to an informed investor.  
If, in 1946, the average annual income was $2,600, 
the average home cost $5,150, and a new car cost 
$1,1252; $10,000 of annual rent would go a long way.  
It won’t go very far today.

When shopping for a triple net leased invest-
ment, you’ll want to make sure that provisions for 
rent increases are included in the term or, at the 
very least, in the options.  These rent increases will 
drive the value of your property higher, and maintain 
the buying power of the income the property pays 
you. (By keeping ahead of inflation.) 
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Location Quality and What Will You Do if the Tenant 
Moves Out?

Triple Net Leased properties have long been attrac-
tive to investors for their many benefits, including a 
limited exposure to rising expenses .  I write an article 
about this asset class about once every two years .  I 
spend a lot of time talking about these investments, so 
I think it’s time for a refresher .  

NNN vs. NN

Last month’s article was the first part of a two 
part series .  This month is the final installment of 
the module covering Triple Net Leased invest-
ments .  These two questions - what are the property’s sur-

roundings like, and what will you do if you have to re-
tenant the space? – are different but closely related .  If 
a tenant were sure to stay in one place forever, and to 
keep increasing their rent, an investor wouldn’t care 
that there are only 100 residents within 10 miles of the 
property .  In the real world, however, a tenant’s renewal 
is never guaranteed .  Buying a Kentucky Fried Chicken 
with 10 years left on their lease may make sense for 
now, but what happens if that KFC decides to move 

When reviewing a triple net leased investment; the 
first question that you need to ask is “is this a true triple 
net leased investment?”  Often a “triple net” property 
is really just a “double net” one .  What’s the difference 
between triple and double net?  You may recall from 
last month’s article that a true “triple net leased” owner 
receives his rent “net maintenance, net insurance and 
net taxes .”  In a double net leased property, the owner 
is often responsible for some maintenance of the prop-
erty – just the roof and the parking lot, for example .

across the street to a brand-new building in 10 years?  
How will you market the property and find a new ten-
ant?

Exit Strategy: How Will You Sell In The Future?

As I often suggest; before buying a property, an 
investor should have an idea of when he will sell it . 
When performing a “sell forecast” for a Triple Net 
Leased property, a good indicator to start with is the 
lease term .  Just as you are looking for a nice long term 
lease; the investor you will sell to in the future is as well . Why would somebody agree to buy a double net 

leased property knowing that they’ll need to pay some 
expenses?  The answer to this question is one heard 
often about investments:  money .  A double net leased 
property is likely to cost less than a comparable triple 
net leased one .  Additionally – since the tenant is avoid-
ing potential costs – the landlord will likely receive more 
rent .  A double net leased property, therefore, can offer 
more income for less cost.  In many cases – such as 
ones where the investor’s hold period is shorter than 
ten years, and where an existing roof and parking lot 
are in excellent condition – opting for a double net lease 
can make a lot of sense .

If your tenant’s existing lease expires in 10 years 
and contains 5 year renewal options, you may want 
to sell in 5 years to avoid the risk of them moving 
out upon expiration .  In this way, a potential buyer of 
your property still has five years of rental payments 
before he needs to worry about the tenant renewing .  
Alternatively, you could sell in 10 years – after the ten-
ant renews – with 5 years still remaining on the lease .  

Which option is better: sell in 5 years with 5 lease 
years remaining, or sell in 10 with 5 years remaining?   
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The next question you should ask is “What sort of 
rental increases are provided for in the lease?”  As I 

based on the income it generates .  If you buy a property

now with $100,000 of income, you will likely lose money

often emphasize, an investment property’s value is 

today with $100,000 of income and sell it 5 years from 

due to transaction costs . If, however, the property earns 
$110,000 five years from now, you could sell it at a 
profit based on that .  Where, and for how much, your 
rental increases are will best determine the proper time 
to sell your property .

This two part article has summarized some of 
the major criteria I evaluate while helping my clients 
purchase Net Leased Investments .  These articles, I 
hope, have allowed my readers to learn more about 
this asset class and helped make them wiser and 
more successful real estate investors .  Of course: if 
you have any questions, please call my office at (877) 
313-1868 .

Happy New Year!  I hope that it is a great one for 
you .

This does not constitute an offer to buy or sell any 
security.  Investments in securities are not suitable 
for all investors. Investment in any security may 
involve a high degree of risk and investors should 
review all “Risk Factors” before investing. Investors 
should perform their own due diligence before con-
sidering any investment. Past performance and/
or forward looking statements are never an assur-
ance of future results. Securities offered through 
Sandlapper Securities, LLC. Headquarters: 800 E. 
North Street, 2nd Floor, Greenville, SC 29601. Member 
FINRA/SIPC. Specialized Wealth Management 
is not affiliated with Sandlapper Securities, LLC. 
CaliforniaInsurance License # 0I80282.  Copyright 
2016 Specialized Wealth Management. All rights 
reserved.
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Properties available nationwide including: • O�ce • Apartments • Triple Net • Retail • Energy Royalties
I have completed over three hundred 1031 exchanges for investors. $200,000+ equity required.
Call Chris Miller, MBA for a free consultation.

(877) 313-1868
Investing in real estate, with or without use of a 1031 exchange, carries the risk of losing your principal, income or tax bene�ts.
Additionally, the IRS has issued in�exible guidelines for completing tax-deferred 1031 exchanges.  Failure to follow these
guidelines could lead to a loss of tax bene�ts.  1031 Exchanges can involve signi�cant fees. �is does not constitute an o�er
to buy or sell any security.  Investments may be illiquid in nature and those seeking to dispose of their investments early may be
unable to do so.  Securities o�ered through Sandlapper Securities, LLC. Member FINRA/SIPC, MSRB registered. 
Advisory services o�ered through Sandlapper Wealth Management, LLC an SEC registered investment advisory. 
SANDLAPPER Securities, LLC/Sandlapper Wealth Management, LLC and Specialized Wealth Management are una�liated.

�e photographs above represent the types of properties accessible but are not available for current investment.
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