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The five property scenarios you might face:

The seller leases the property

The seller owns the property 
in the trading company

You can negotiate a new 
lease with the landlord – 
seek to amend terms like 
price and duration; get a 
longer lease.

You can take an assignment 
of the existing lease – use a 
Deed of Variation to secure 
changes; avoid leases with 
an AGA.

Long leases are 
desirable – they contribute 
to the value of the 
business when you sell it.

If the property is unencumbered, you could:
       Pay the seller for it over time.
       Borrow 60%–70% of the property value.

The seller owns the property 
personally

Find out if the seller is willing to allow you to 
rent, then buy.
Alternatively, pay for the property over time.

The seller owns the property 
and wants to keep it

They can lease it to you on a long lease.
They can still sell the property, including to you.
You can take an option to buy.
Receiving rent for twenty-five years is where 
the real value lies for some businesses.

The seller owns the property 
and wants to sell it

You might need to have your own lender lined up
this may prove easiest).
You might be able to take a loan from the existing 
lender.
As the property value has likely increased, you 
could release some cash as working capital.

Key terms to negotiate on a new lease
Rent
usually reviewed every five years. 
Reviews should be in line with inflation.

The term 
aim for a minimum of fifteen years.

Break clauses 
there are two main types: tenant only, and 
landlord and tenant, often set at five and 
ten years. You can use tenant only breaks as 
a negotiating tool.

Key points about property
It can provide the leverage to buy the business.
If depreciated in the accounts, it could be worth more than 
they show.
You can combine business and property acquisition to give 
two asset classes.
Property is always a useful asset, especially when you want 
to raise money.

Key factors regarding the lease

The property acquisition strategy

Get a schedule of condition – it establishes the condition 
of the property.
Get a survey – insist on problems being rectified before you 
sign the lease.
Don’t shortcut this process – it could cost you a fortune.
Stamp Duty Land Tax – payable on leases longer than seven 
years.
Completion of the lease – happens at the same time as the 
purchase of the business.
Rent deposits and personal guarantees – 
never offer a deposit; never pay more than three months; 
never sign a personal guarantee.

Find a property investor to buy the property; you 
buy the business.
The seller gets money on day one for the property 
purchase, and money over time for the business.
Use a specialist accountant to handle the demerger 
of the property from the trading company.
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