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The economic do*,nturn in the late

noughties caught a lot ofpeople by surprise,

particular'1y those whose funding relied on
Icelandic banks, and this u'as a significant
problem for retailers, manv of rvhom fel1 into
this category.

The insoir,ency of the lenders meant that
affected cornpanies found their overdlaft
lacilities had evaporated overnight. As a
rental quarter day approached, they

simply did not have access to enough
money to pay the landlords in fuIl - or at all
in some cases.

Nonvithstanding my crrnicai comments
last month on about the use of landlords as

a source offree rvolking capiral by badl1,

run tenants ("The bank offirst refusal",
pla-15) in exceptioual circumstances like
this, it is only sensible for landlords to
engage and assist teuants in getting through
a critica.l situation - provided they are nor
taking umrecessary risks themselr,es.

Possible options
Trr this q pe olsituation, allol'ing a terlanl

to pay rnonthly instead of quarter\ till
smooth the tenant's outgoings and prevent
it fi-om heing declared insoivent through no

fault of its on,n.

The secret here is fu1l disciosure b), the

tetant of all relevant information, including

Rernernber, the landlord
is not legally obliged to do
anything at all, and, at the
tirne of the crunch, sorne
of the biggest cornrnercial-
property groups had to
resort to rnulti-rnillion
pound rights issues

coryorate and management accounts, debt
structLire, and a forecast of ho.rv the month.ly

arrangement lr.ill fix the problem.

ffit does not and there are other variables

involr,ed, then, by agreeing to it, the landlord
is foregoing tr.r'o months incotre it rvouid
othenr.ise have had, nithout having any
guarantee that the tenant lr,ill not fall into
an insolvencl. regirne anyvay.

Remember, the landlord is not legally
obliged to do anything at all, and, at the
time of the crunch, some of the biggest

comrnercialpropert),gl'oups had to resort to
multi-million pound rights issues in order to
avoid their orgr-r banliing-colrenant breaches.

In certain exceptional circumstances that
er.erybodv faced, a fert, monthly rent
concessions and there were not actually
rhat manv - rvere a sma11 price to pa1, to keep

otirenr.ise rvell run tenants afloat.

Of course, the iner.itable happened and the

standard monthly rent applicatiou letters

citing'economic conditions' began to turn
up on landlords' doorsteps up and dorvri the
country, rvitirout anv financial infor:nation to

back up the requests.

Some of these *ere actually sent l,ithout
the tenants' knou.ledge b1.'their property

agents as a rray oleaming extra conmission.

l{y ansu,er to all these was the standard
request for financial disciosure in order to
pro\re rnallageable distress, and, funnily
enough. most of them le1l auay at that point.

Unfair prejudice
There *.ili be circumstances n'here a landlord

*'ill look far.'ourabl1, on a tenant's request

to modifv the terms of the lease - and the

payment frequency - in exchange Ior
something the landiord rvants or needs.

Horverrer, as tith any agreed variation to
lease terms, it is important to remember

that the tenant i1l question is often onlr. one

of many, and any ofllease deal you do w-ith

one operator *'iil ine.,.itably be viewed as

favouritism bv the others. So the eflect on

the mood of the entire tenant pordolio needs

to be taken into account.

\\rhele I have seen palrnent concessions

granted to one tenant in the past, I have

soon ]realc{ grrmblings from the sun'ounding
operators along the lines of'rrhy is the
landlord helping this badly nn tenant to
coirlpete on prejudicial terms lr.ith rr-ell-r-un

operators like us?' They are absol1tel1, righl
to ask, so har,e ,vour ansrvers readl'l : :,,
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