

	PROPERTY – Charity Shops opportunites & Risks
Recent research reveals that 43% of the finance and fundraising directors surveyed expected a growth in trading income largely from charity shops.

The well publicised difficulties faced by retailers on the High Street would seem to indicate that there is and will be a significant increase in the availability of retail units, and that those units are likely to be made available on attractive terms.

Potential tenants need, however, to be wary of offers that are gift-wrapped.

If you are considering acquiring retail outlets whether by way of an assignment of an existing lease from a departing tenant, or from a landlord, you should bear in mind the following points:

· Does the rent reflect the market rate for similar units? 

· Does the lease which you are acquiring include a rent review? 

· What are the tenant’s repairing obligations in the lease? 

· What is the state and condition of the premises? 

· Will you be assuming liability for existing disrepair? 

· Are the premises compliant with current statutory obligations, particularly those relating to fire precautions, disability discrimination, asbestos and energy performance? 

· What is the length of the term left to run on the lease? 

· Will you be entitled to a new lease at the end of the term? 

· Are there any rights to determine the lease before the expiry of that term? 

· Is a service charge payable under the terms of the lease? If so, what does it cover and what will your potential liability be? 

Bearing in mind the above, you should be considering the extent to which the following are needed to ensure that the potential liabilities you assume do not outweigh the benefits:

· A rent free period. 

· Don’t forget that empty properties are now liable to business rates where they remain unoccupied for more than three months. This can be an onerous liability for non-occupying tenants and landlords of vacant properties in the current climate. The position with regard to business rates will change in April this year when shop units with a rateable value of less that £15,000 will be exempt from business rates until March 2010. 

· Rent review provisions which allow for a reduction in the passing rent where that is justified by the market conditions prevailing at the time of the review. 

· A limited repairing obligation, for example where the tenant’s obligation is limited to keeping the interior of the premises in no worse state of repair and condition than that in which it is at the date of the lease. 

· A financial contribution towards the cost of putting the premises into the state of repair and condition required to comply with the tenant’s obligation in the lease. 

· A financial contribution equal to the cost of carrying out any works necessary to comply with statutory and health and safety requirements. 

· Tenant only break clauses, either on a rolling basis or at agreed intervals which will allow the tenant to end the lease early according to its needs. 

· A financial cap on the sums that the tenant can be required to contribute by way of service charge throughout the term of the lease or a provision which excludes material works of repair, decoration and renewal from the tenant’s service charge liability. 

The list set out above is not exhaustive and there may be other issues which become apparent from the proposed lease. If you become involved in detailed negotiations you should take legal and valuation advice.

Source: Russell-Cooke Solicitors
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