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Comrnercial landlords are, in many t,ays,

the bedrock of an ecouomv, as everl- trading

fir:rns needs propei-t\,- lrom rl,hich to operate

er,en ifthe'shop' itselfis online on1},- and

the iarge corporate companies are also a

favourite investment i,ehicle for global

pension funds.

These funds $'ant to see a healt\ reftrrn

on their money, so the rental vield, over the

period of a commercial properry lease, is a

key part of the l:usiness model"

Anv unexpected r.ariation to the income

stlear rr rrill naruralJ;' ca use consl erna rion on

the part of the inr,estors, and, in extr-eme

casesr start them looking aroutd {br t}re exit.

This situation is not helped because, in

too rnan),cases, a stluggling ienant,rr.iil look

first to its landlord for a rvay of .srnoothing

cashflou'or reducing outgoings, rather than
approaching its bank, in the mistaken vierv

that the landlord is a financial institution
rather than just another - albeit r.er,v

important - supplier.

In the &ont line
The correct definition of a commercial

landlord is a supplier ofspace, and the

consideration for this supply is dre par.rnent

oi agreed amourlts olrent at agreed times.

Professionals rrorkirg in the propertv

sector are, therefore, on the fror-rt line rvheu

faced with ]-equests for rent reductions or
pa-yment frequency changes, and it is,

therefore, sensible to set out some guidelines

T'he correct definition of a
coIl:rrrercial landlord is a
supplier of space, and the
consideration for this
supply is the payrnent of
aglceed arrrounts of, rent at
agreed trrnes

which can be applied fairl,v and equally to

al1 such applications, and t'hich also protect

the la:rdlord {'rom umrecessan hrranciai risks.

Er.el though tlost nelv conuuercial leases

opei:ate on a mclnlhh,pal.ment c1.cle, there

are still a large number oiquarter'ly leases

out thert, and tire:e terlants tend to be the

first in tire queue u.hen asking for vour
financial a,<sistance.

I irill, therefole, lbcus or quarterly to

monthl,v concessions. although the same

considerations appi; to ueeklv pa-vment

colcessions on rnonlhlv rents. and seasonally

adjusted paymellt rerms or reductions for
certaiu calendar-bascd bLrsittesses.

Self defence
There are, of course, some iirstances rvhere

it is prudent for a landlord to grant a

lenrporar) or pelrnarlent concess[on,

allowing a tenant to pay monthly on a
quarter\ lease.

I should stress that, in this case, the

lancllords' rigirt to quarterly income sl-rould

be maintained either by. it being lormallv
documented in a side letter, or by not

documenting the an'angement at ali - the

latter is onlr. appropriate for short-term
ai'rangements as, if any pa)'ment terms

hecome estahlished olel a veal or mole. it
could be argued that the lease has been

perTnanentlv varied by col1seflt.

Tiris wav, the pa-yn-rent cotcession can be

made corrditional on t]re terrant's jla)merrt
perfonnance, and a defarilt period can be

built in l.hich removes the cor-rcession if
the tenant is ovo days lare u.idr a pa\rrrent,

for example.

Sad11., the'give them an inch' proverb

applies alJ too often irr these sinrations as

tenants misinterpret a'yes' to a change to

palrrrent terms as a'yes' to pa.r,-ing oniv rvhelr

it is com.enient for dre tenant and not before.

The landlord should not regard staged

rental paFnents as the amlver to all t-he

tenant's ilis either, as, more often than not,

the palments udl just have to be chased

three times in a quarter- rat]rer than once.

The reason a tenant asks for certain renial

concessions is because other suppiiers are
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nvisting the knife and there is not enough
money to go round. This means that,
regardless ofthe reason, the tenant's cash

plamring has not tvorked, so do not assume

that the other suppliers rvill back off as a

result o[a land]ord's concession.

At this point, lr'e rev€rt to u..hat should be

a standard credit-managenrent procedure,
and look closely at the overall Iinancial
performance of the tenant company, as l'ell
as the individual trading perforrnance of the
property in question.

Paradoxically, we are nolv lookiug for
sometldng which seems to be a contradiction
in itself - sometling 1r'hich I cal manageable

distress. Ifthings rvere going rvell, the tenant
t'ould not be asking for concessions - and
t'emember, an1. r,ariatiol to the lease tems
u'hich impacts the landlord is a concession -
or rvould they?

lYhen to say'ao'
N{arw tirles, I have fould that a tenant, u&o
is applying for a concession, is simultaneous\
stripping out money from the busine.ss

either in diridend paFllents to the di-rectors,

in management charges to a g-roup compan,
olr everl t'or:se, b1, spending a fbrtune on a
stole-opelling programme elseu,here rv-hich

rvill not onl;. benefit the tenant, but othr:r
competing landlords as *.e11.

It is not the iandlord s job to subsidise aly
of these activiries.

So it is vital for the landlord ro satisfy itself
t1-rat the distress communicated b-v the tenant
is hoth genuine, and can be pernarently
remedied by the proposal on the table.

Being uaturailv suspicious, I rvould also

have a look at the tenant's debt structure
before agreeing to an1'thing, as suppliers of
capital are stili suppliers, and the landlord
should not be subsidising timely palrnents to
any of them by taking a hit on the flreqriency
of its orlrr income,

On receipt of arry kir.d of concession
application, one of my fi-st questious is: rvho

else is being comprornised to help the tenant

out of a hole? If the ans\t,er ro rhis is

'nobod;-', then it means a very short and
fonhright co[versation.

Coaclusion
As I have already mentior-red, there is still
the vieu, adopted by some renants that
laadlords are not businesses, u.irich exist to
make a profit of tireir ol'n, but r-ather

benevolent unclesjoined to their tenants bv
the heartstritgs, rl'ho also have an emodonal
obligation ro ensure that their counter?arties
under the lease are profitable, e\ren to the

€xtent of undenfliting losse s.

If one side asks for a
favour, there should be
a col:l esponding
coffrprofirise the other
way as well

A lease, or any other kind oftenancv. is a
business transaction lyith obligations on both
sides. So if one side asks for a favour, there

should be a corresponding comproruise the

other rvay as rvell.

If changes to rental pavments are
requested, ald the financia-l checks endorse

their suitabiiiry in managing a short-tern-r

prcblem, then dre landiord should be looking
for adr,antages as 1.e11.

Is there a rent rer,iert, pending rvhich
the landlord rvould like to see resolr,ed in
its iar,onr?

Is the terant compary part ofa ialger
group u'hich could provide a guararte€ to
de-risk the situation for the lancllord?

Does the landlord want to increase its

ability to marlage the distressed tenant's
exit from the parricular centre by rvay of a
break clause?

A-11 these things are up for discussion as

soon as the tenant asks for something that

the landlord is not obliged to give. In the
seccnd part of this article, text montlt) $.e

'wdl consider rchen it might be appropriate
to saY 

(yes' . :r , '::i.
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