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THE BUYER/TENANT REPRESENTATION CONCEPT
BACKGROUND:  Many brokers work with prospective buyers or tenants for commercial properties as “subagents” of the owner’s exclusive agent or as the owner’s exclusive or non-exclusive agent.  Such brokers are able to supply to owners or tenants information about properties and an opinion as to what is a “commercially reasonable” transaction.  However, they work for the owner/landlord to whom they owe complete fidelity.  Case law, state legislation and recently published papers by the National Association of Realtors indicate that these brokers are limited as to how vigorously they can pursue the buyer’s or tenant’s interest without breaching their fiduciary responsibility to their principal, the owner/landlord.  The broker’s fiduciary responsibility and loyalty can be to the buyer/tenant, though the owner pays the commission.  This critical shift of fiduciary responsibility from owner to buyer/tenant is both legal and ethical if there is full disclosure of the broker’s role and compensation to the parties.  There are many sound commercial reasons why the owner/landlord pays the broker’s commission and why the costs impact on the purchase or lease less than if the buyer/tenant paid.  THIS SHIFT IS THE ESSENCE OF PROFESSIONAL BUYER/TENANT REPRESENTATION. 

EXCLUSIVE BUYER/TENANT REPRESENTATION:  An exclusive buyer/tenant representation is a contract that binds the broker to represent only the interests of the buyer/tenant and also binds the buyer/tenant to work exclusively through the broker.  The contract is specific in terms of time, job description, termination and compensation.

ADVANTAGE TO CLIENT:  The utilization of a broker whose sole fiduciary responsibility and loyalty is to the buyer/tenant for the time necessary to conclude, postpone or abandon a proposed project.  

The benefit of an organized, well-developed process of determining the buyer’s/tenant’s needs as a precondition to any property search as opposed to being inundated by brokers, owners and institutions in the rush to “show property.”

The ability, in a timely manner, to access through the broker, a broad-based broker and ownership network in order to search out all viable property alternatives.

Establishment of a competitive situation among property owners by an experienced broker.

Ability to secure valid market data for preliminary decision or for future reference.

Greater ability to maintain internal and/or external confidentiality.

Keeping at “arm’s length” special interest groups (friends, brokers, owners and governmental agencies) by establishing the exclusive broker as the centralized “third party expert” clearing house for all information.

Confidence in working with a broker who desires a long term relationship rather than one who has a vested interest in the closing of a particular transaction.

Benefit from the broker’s experience with and knowledge of other professional services that could aid the client in the selection process, such as architects and general contractors; environmental, soil, mechanical, electrical and structural engineers; roof consultants, telecommunication specialists and a variety of specialized support services.

In many cases, there is little or no cost to the buyer, since in many regions the majority of all properties are marketed through brokers or through developers whose project-marketing budget includes brokerage fees.

Creates a team environment in which if the “pros” and “cons” of any proposed transaction are objectively presented and the broker is comfortable playing a “devil’s advocate” role.
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