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Landlord Landlord UK Limited

Tenant New Start Up Ltd

Demise Office in a building

Lease A new effective FRI 10 year lease

Landlord & 
Tenant Act

The lease will be excluded from the security of tenure 
provisions of the Landlord & Tenant Act 1954

Rent
£15,000 per annum exclusive of other outgoings and VAT 
subject to an upwards only market rent review on the 5th 
anniversary

Service Charge
The Tenant will pay a fair and reasonable service charge 
in respect of the services supplied to the building by the 
Landlord (including cleaning common parts)

Permitted User
Offices within use class A1 of the Schedule to the Town and 
Country Planning (Use Classes) Order 1987

Alienation

Alienation of part prohibited

Assignment of whole is permitted, subject to the Landlord’s 
consent (not to be unreasonably withheld or delayed). Tenant 
required to provide an Authorised Guarantee Agreement 
(“AGA”) in all circumstances

Underletting of whole is permitted, subject to the Landlord’s 
consent (not to be unreasonably withheld) at the higher of 
passing and open market rent

Any under-lease is to be excluded from the security of tenure 
provisions of the Landlord & Tenant Act 1954

Alterations

Structural and / or external alterations are not permitted

Internal non-structural alterations are permitted with the 
consent of the Landlord (not to be unreasonably withheld  
or delayed)

Break Clause

There will be a tenant only break clause at the expiry of 
5 years; subject to 6 months’ prior written notice, vacant 
possession, no breach of any lease conditions and rents paid 
to the break date

Rent Deposit A rent deposit equal to six months rent

Legal Costs
Each party will be responsible for their own legal, professional 
and surveying costs incurred in the transaction

If a lease is excluded, you won’t 
have an automatic statutory 
right to renew at the end of the 
term so you’ll have to leave at 
that point unless you’ve agreed a 
new lease.

Given the short term here and 
that the demise is part of a 
building, the landlord is unlikely 
to agree not to exclude this.  

The alienation section covers  
how you can dispose of the lease 
if required. 

An AGA is a guarantee, given 
to the landlord at the time of 
assignment of the lease, that the 
person you’re assigning to will 
comply with the lease and, if 
they don’t, that you’ll step in. 
The requirement for an AGA to 
be given in all circumstances 
should be resisted and replaced 
with one that only requires an 
AGA where reasonable in the 
circumstances. 

If you can only grant a sublease 
at the higher of the rent under 
your lease and the market rent, 
you could be in a situation 
where you’re unable to secure 
a subtenant because they 
won’t want to pay higher than 
the market level of rent at the 
time. Better for the terms to be 
changed to just require you to 
charge market rent.

As a tenant, you don’t want 
any conditions! A reasonable 
compromise would be to agree 
that the principal rent should be 
up to date and that the Property 
is returned free from any 
occupational interests. 

A condition that there should 
be no breaches makes the break 
unworkable as you could be 
tripped up by a minor breach!

This is the normal position although sometimes the Tenant agrees to pick up 
part or all of the Landlord’s legal costs.

In addition to the rent, you’ll 
be liable for all business rates, 
service charge, insurance rent 
and utilities associated with the 
demise.

Given the level of rent and term 
here, there’s no Stamp Duty 
Land Tax (or “SDLT”) payable to 
HMRC but don’t forget to budget 
for this if you look to take a later 
lease with a higher rent! 

You should ask the landlord for 
details of the service charge so 
that you can get an idea of what 
the services include and what 
the cost actually is.

The position here is quite 
common but you might 
want to request that internal 
non-structural demountable 
partitioning can be installed 
and altered without Landlord’s 
consent, to give you some 
flexibility on office layout and 
to save money. The landlord is 
entitled to recover their costs 
associated with any request from 
you for consent to alter (which 
will be dealt with by formal 
licence to alter). 

Where you’re a start-up or 
relatively new company, a 
landlord will usually look for 
some form of security – by way 
of a guarantor or rent deposit – 
because you’re unproven. 

Given that this is a 10 year lease, 
ask for the deposit to be released 
after 5 years rather than having 
to wait until the end of the term.

The landlord might also be 
inclined to agree that it’s 
released if you satisfy a profits 
test.

“FRI” means you’ll have a full repairing and insuring lease, so whatever the 
condition of the Property at the start, you’ll be obliged to keep it in full repair 
– and that may mean having to put it into full repair if it isn’t already. The 
alternative would be to ask for your obligations to be limited by reference to 
a photographic schedule of condition. 

The Landlord insures but will recover the cost of the premium from you.


