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In this edition of “How To’s”, we briefly discuss some of the common
pitfalls associated with the lease acquisition process. In addition to the
dilapidations considerations, avoiding these pitfalls will give greater lease
flexibility and save money over the long run.

1 Have you got the best deal? Does the rent and rental incentive
reflect the lease commitment and other comparable transactions?

2 Have you negotiated sufficient flexibility to break the lease should
the premises no longer suit your future business needs?

3 Is there a tightly drawn rent review clause which will help minimise
rental increases at rent review?

4 poes your lease have an automatic statutory right of renewal at
lease expiry?

5 will you be able to assign/sub-let your lease?

6 will you be in a position to carry out alterations to the premises
during the life of the lease?
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1 A full review of comparable premises should be carried out. This involves

reviewing a number of sources of information. This ensures that you are getting
the best possible commercial terms by reference to comparable market
transactions.

2 The longer the lease term, the more likely it is to benefit from the flexibility

of being able to break the lease. Lease breaks are not universally popular with
Landlords and a badly drafted break clause can easily be thwarted due to
onerous conditions and non-compliance.

3 Rent reviews at intervals of 3 or 5 years are fairly standard. A badly worded
rent review clause will be exploited by the Landlord at rent review making rental
increases much easier for the Landlord to achieve.

4 Not all leases can be automatically renewed at lease expiry. The potential

ransom situation that this creates can be easily overcome by making provision
for a Statutory renewal at lease grant.
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5 1o provide maximum lease flexibility, the lease should include a right to
assign and sub-let, preferably to include part of the premises. Should future
requirements change, without these rights, tenants will not have the right

to share occupation with a third party and hence reduce costs.

6 Without the right to carry out alterations during the life of the lease, the
tenant will be precluded from making any changes to the property. Whilst this
could be negotiated later, the Landlord is under no obligation to act reasonably
or co-operate. This could have an impact on sub-letting part and changes to the
operation of the business.

Hopefully the above gives you a flavour of some of the points to bear in mind
when enquiring about new premises. We would be happy to discuss any

of these points in more detail with you if you're considering a move or are
renewing your lease.
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