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Chapter 4 – Premises 

 
 

“When it comes to property what you need is flexibility, and 

hopefully the right Landlord” 

“Do your own research.  Properties that are not on the market can 

still be available” 
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OK this is a big one. After salary costs, premises costs are usually the 

next biggest cost to a business. If you sign up a 5 year lease you are 

stuck with that decision for 5 years and possibly more. 

I have come across more real problems surrounding commercial 

property than any other area.  I would try to find the right property 

people and invite them to be part of your team. You will need a 

surveyor and a lawyer. See if you can, do business with them, 

introduce clients to them. Good property advice is essential.   

The surveying profession has some great and generous people in it. 

The world of commercial property, however, has its fair share of 

sharp operators. Caveat Emptor. 

Questions 

1. Who should advise me? 

2. How do I find out the right price? 

3. What about business rates? 

4. What are dilapidations? 

5. Should I sign a personal guarantee? 

6. Should I use a lawyer? 

7. Can I trust my surveyor? 

8. How do I find the right premises? 

9. What about Working from Home? 

10. Serviced Offices / Hubs? 

Think About 

Who should advise me? 

In the commercial property world, it is easy to take advice from the 

wrong person. The first thing you need to know is that anyone can 

call themselves a Surveyor. Those that are members of RICS the Royal 

Institution of Chartered Surveyors act within guidelines. RICS 

surveyors fall into two main camps. Surveyors who work for the 

landlord, who are often on a commission, and those who work for 
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the tenant, normally called Ratings Surveyors. Those who claim to do 

both, particularly if their sign is outside the building, are normally 

working for the landlord. 

 

How do I find the right premises? 

Decide on a property type, size and a range of locations. Look around, 

pick an area. Visit existing tenants, ask what they are paying. Find out 

how long buildings remain empty. Decide upon how many square 

feet you are looking for. Write a letter to the occupiers of all the 

suitable buildings in the area, drop it off by hand and ask if anyone 

has spare capacity they would like to sub-let.  

At the end of the day supply and demand will determine the price, 

make sure you have several options and play one off against the 

other. This will typically be your second highest business cost after 

salaries, you will also be tied in for several years, so try to get it right. 

  

You must find the right advisor – 

One who is on your side. 

A Premises can be a Boon – 

Or a Millstone. 

Get it Right. 
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How do I find out the right price? 

If a surveyor finds you the ideal property, only offers one choice, and 

tells you it is a rising market and there is a shortage of this type of 

property, then either he is working for the landlord or you might be 

looking in the wrong place. Just because a property is not on the 

market does not mean there is no deal to be done. 

The right price is the best price you can negotiate, having done your 

research, found a number of suitable properties, (even if one is a 

Stalking Horse) and played one off against another. Don’t forget that 

the landlord and his team will be playing exactly the same game as 

you and they do it for a living. Also remember that it is expensive, 

disruptive and time consuming to move. Landlords know this and will 

use it against you at the next rent review so go for long rent reviews 

and be prepared to move. 

If there genuinely is a shortage of similar properties in the area, 

supply and demand again, it may well be that the landlord can find a 

tenant prepared to pay a premium for your premises. Be mindful of 

this and if you are bluffing, make sure you have heads of agreement 

lined up on a new premises as you might well be asked to move at 

short notice. At which point your negotiating position will be weak 

and you will end up paying a premium. 

Do your homework – Don’t believe what you are told - You may well 

be getting mugged. 

So the advice would be, when you have a break clause or rent review 

coming up, be prepared to move. Give the necessary notice, via your 

lawyers, so there is a record of the notice. Find alternative premises 

and let it be known that you have. Make preparations to leave, and 

see what your landlord comes back with. His game will be to leave it 

till the last minute by not returning your calls, push you into a corner 

where you have nowhere else to go, then hike up the rent. You pay 

the inflated price because you now have no choice. This sets a new 
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high to what is referred to as the Fair Market Price, and everybody’s 

business rates increase accordingly. Businesses go bust, the Charity 

shops move in, and we have another employment blackspot. You 

owe it to yourself and the community to get this right.  

Can I trust my surveyor? 

As we have discussed, many surveyors work for the landlord, and can 

mislead you into paying a higher rent. That way the landlord will give 

them more business. 

Some surveyors will pick on the highest rents paid and try to convince 

you there is a real shortage of commercial property around so you 

will pay even higher rent. It is this greed that, as we have said, results 

in charity shops all over our high streets, the loss of jobs and the 

destruction of our local communities. It is wrong and needs exposing. 

We have looked at conflicts of interests, but it gets worse, within 

Ratings Surveyors there are those who deal exclusively with Rates 

Appeals. If you are asked for money up front, be careful. Find out 

what their success rate is. The good guys are getting 30%+ the bad 

guys are just processing the paperwork and get very low, say 5%, 

success rate. The contract you sign can exclude you from running 

another appeal so you get stuck with the cost of the appeal and high 

rates for the duration of the contract. 

Having said that there are some very good ratings surveyors out there 

who will know the availability of your type of property in an area and 

can advise you where to look. They will be able to supply a range of 

rents currently being paid. They can do this because that is how they 

undertake the rates appeals. They will put you in a position of choice 

and, if you like, handle the negotiation for you. 

Find the right Surveyor – Agree a fee for the job in advance. 
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What about business rates? 

Business rates are a real bug bear of mine. They should be abolished 

for the trouble and cost they cause business. They are a tax on 

innovation and entrepreneurship. They are also a gift to bureaucratic 

a job creation schemes, another tax on innovation and real jobs that 

pay for themselves. 

The first thing you need to know about business rates is that they are 

a matter of Public Record and they are available from the Valuation 

Office. Phone your local office and ask them. In my experience, unlike 

some Councils officers, the Valuation Office know what they are 

doing and can be very helpful.  

Business rates have historically been 40% of rents. They are a 

significant chunk of your premises costs. Recently with the drop in 

rents this percentage has increased. I had a 20,000 square feet 

warehouse where we were able to renegotiate the rent downwards, 

leaving the rates at 120% of the rent. Not funny. 

Think about small business rate relief. If you can get a smaller part of 

a larger building and go for a separate assessment. This can, under 

current legislation, result in no rates being payable at all. 

Know what you are going to pay up front - Check it is right - Don’t 

believe what you are told. 

  



Thrive and Survive in Business 

 

48 

What are dilapidations? 

Dilapidations are something to be very wary of.  When you sign a 

lease you take on some responsibility for the repair of the building. 

Make sure you have representative photographs of all the building 

actually attached to and part of your lease document. Otherwise at 

the end of your lease your landlord can present you with a bill to 

repair his building to its original state. This is a very real threat. I know 

of many people who have fallen foul of this pitfall. You think it is a 

level playing field – It is not. 

 

Should I sign a personal guarantee? 

Do not sign a personal guarantee if you can possibly avoid it. Always 

sign the lease in the name of a limited company, never give cross 

guarantees. I have seen many people become badly unstuck by 

unscrupulous (The Polite Word) landlords. If you cannot get a deal 

without a personal guarantee I would seriously question whether you 

should take on the property. 

Not if you can help it. 

Always be careful about 

Dilapidations. 

Consult a Lawyer. 
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Do not give directors of acquired companies a place on the Group 

Board, or the ability to sign anything, until you know them better. 

Should I use a lawyer? 

Always use a lawyer, and again ask around, find out who has a good 

commercial property department and a good Partner. You want 

someone who will help the deal go through. Some lawyers run up 

their bills and make the situation worse. This is not about winning it 

is about negotiating flexibility in case you need it. The right surveyor 

might also be able to steer you in the right direction here. No harm 

in having more than one lawyer. 

If your lawyer advises you that your lease is unusually onerous this 

might well be a sign that the landlord has every intention of enforcing 

the clauses. They are there for a reason. Walk away. This is why you 

need to have more than one option in the first place. That way you 

will find the best compromised for your business. 

A Cautionary Tale 

I know of a business who acquired a subsidiary company into 

which to place business it was subcontracting. During the 

negotiations the lease ran out, and the directors of the new 

company were put under pressure by the landlord to provide a 

cross guarantee from the holding company. This they did when 

they became Directors of the acquiring group. The extra work 

supplied to the new company meant that the building soon 

became too small. It was time to move. However despite the 

holding company finding perfectly suitable tenants for the 

building, the landlord preferred the security of the guarantee 

from the holding company. They ended up with a new building 

and paying £60k pa for three years until the end of the leases. 

Cost £180,000. In those days empty properties did not attract 

business rates. Now they do. 
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Always use a lawyer – This is not a level playing field. 

Property people are often bullies – You need protection. 

 

What about working from home? 

Lots of people work from home, it is the most cost effective option, 

the attraction is cost, the downside is lack of privacy, being 

interrupted, and not being able to leave you work at work. A good 

place to start but you cannot really build a team at home. What about 

Virtual teams? Well yes, it depends upon the sector and the level of 

experience and discipline. Be wary of becoming a consultant forever. 

How are you going to scale your business from home? Think it 

through, what are the income streams, where are the Dripping 

Roasts? 

Serviced offices and hubs 

There is a great deal to be said for incubator offices with range of 

skills all with low overheads and as such can be very cost effective. 

A Success Story 

There are good landlords out there, again especially ones that 

share your vision.  

British Airports Authority BAA, were both our Landlords and our 

clients, we were doing a good job for them, and as we came out 

of the 1990’s recession we were hit with a bad debt, and fell 

behind with the rent.  

We approached BAA and offered to secure the outstanding rent 

by offering them a Debenture, their position was secured, and we 

received a sizeable loan at a rate we could not have achieved 

elsewhere. 

For the record - Thank you BAA. 
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There is a real danger however of starting to think like small company 

people. Be wary of who you spend your time with. 

There are specialist Incubator units such as Stevenage Bio Science 

Catalyst, and St John’s Innovation centre that have developed as 

centres of excellence. 

Look for an incubator hub with the right mix of skills and a sharing 

culture. 

Sources of help  

Andrew Bacon    JMA Chartered Surveyors - http://www.jmacs.co.uk 

Longmores Solicitors Commercial Property - http://www.longmores 

-solicitors.co.uk/site/services_business/commercial_property/  

Visit http://www.theendlessbookcase.com/epub/thriveandsurvive/ 

to access a continually updated web page of useful links. 

Further reading 

Commercial Lease Bible – Jean Louis Racine 

 


