
Pressures resulting from the recent recession have created an explosion of both short-
term leases and leases with break clauses.  Now conditions have improved, there are 
ample opportunities for re-gearing leases and these should not be ignored. 

The flexibility of re-gearing means there are many ways to tailor the process to specific 
circumstances.  Both landlords and tenants should be able to reach a mutually beneficial 
agreement and achieve a genuine ‘win-win’ outcome.

The benefits for a landlord include:

• Fixing a longer lease term
• Maintaining an income stream to a good covenant
• Improving the investment yield
•  Increasing capital value and releasing the potential for a rent-free period for the tenant.

For a tenant, benefits include:

•  The ability to concentrate on running a business without the worry of paying either 
potential relocation or dilapidation costs

•  Removing a break option, especially where there is no intention of it being operated
•  Securing a rent-free period that could help finance a refit.

The process of re-gearing a lease is relatively simple. It usually involves the completion of 
a Deed of Variation or a surrender of the existing lease and re-grant of a new one.  The 
latter will involve the tenant being liable to pay Stamp Duty Land Tax (SDLT) on the re-
granted lease. The amount payable will depend on the rent and the length of lease.

Whilst changes to a lease that result in a reduced rent are also subject to SDLT, HMRC 
appears to disregard a party relinquishing a ‘right’ under a lease (such as a tenant break 
option).  As such, the scope for releasing value through waiving a break option would 
appear to be a better option.  

Re-gearing can be a genuine opportunity for both landlords and tenants to improve their 
position. However it is important that the tax consequences must be fully understood 
and carefully factored in.

•  Opportunities to re-gear a lease should  
not be ignored

•  Genuine win-win opportunity for landlords  
and tenants

•  Tax consequences must be carefully 
considered

Re-gearing a lease

For expert advice, visit www.gilbertevans.com Garden Centre & Retail Property

For confidential and expert advice, please contact: 

David Gilbert,  
01344 636 353 or 07540 269 777  
dgilbert@gilbertevans.com

Advice Note 10


