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What’s Typical? 

Term Long; 10–15 years common 

Breaks Options to break dependent on market 

conditions 

Renewals Negotiable. Law gives tenant right to 

renew, but this right can be waived 

Rent basis Net. Most leases fully repairing and 

insuring 

Free rent Wide range. Between 6 and 48 months 

on a 10-year lease 

Escalation Negotiable. Typically every 5 years. 

Sometimes to market, usually upward 

only 

Security Negotiable 

Fit-out Tenant pays 

Tenant’s broker Tenant pays 

Right to sublet Allowed with restrictions 

Transparency High 

 

CBRE Offices 

Aberdeen +44 1224 219 000 

Belfast +44 28 9043 8555 

Birmingham +44 121 609 7666 

Bristol +44 117 943 5757 

Edinburgh +44 131 469 7666 

Glasgow +44 141 204 7666 

Jersey +44 1534 874 141 

Leeds +44 113 233 7666 

Liverpool +44 151 224 7666 

London (City) +44 207 182 2000 

London (West End) +44 207 182 2000 

London (Midtown & Southbank)

 +44 207 240 2255 

Manchester +44 161 455 7666 

Southampton +44 23 8033 8811 

 

For More Information  

About CBRE United Kingdom 

http://www.cbre.co.uk/uk_en 

About CBRE United Kingdom Research 

http://www.cbre.co.uk/uk_en/Research 

For Local Market Reports 

http://gkc3.cbre.com/search/search.aspx   

Contact 

Stewart Smith 

Executive Director - Tenant Advisory Group 

+44 207 182 2299 

stewart.smith@cbre.com 

 

Kevin McCauley 

Senior Director - Research and Consulting 

+ 44 207 182 3620 

kevin.mccauley@cbre.com 
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LEASE LENGTH 

Term Leases in the United Kingdom are typically for longer terms than in continental Europe. Large occupiers 

commonly commit to leases for more than ten years. It is standard for a tenant occupying more than 5000 sq ft 

in a multi-tenanted building to sign a 10-year lease with a break clause after five years. 

Leases in pre-let deals tend to extend to 15 years or more. 

Shorter leases are available either for a rent premium or through the serviced offices sector where more flexible 

office solutions are offered. 

Termination or Break Break options may be negotiable depending on market conditions for tenants to break at specified points in the 

tenancy, typically after five years. 

Renewal Tenants can normally renew a protected lease on similar terms upon expiration by negotiation. The renewal rent 

can be linked to inflation with a cap or set at the open market rate based on comparable evidence from other 

properties. 

 

 

SPACE MEASUREMENT 

Space Measurement Office measurements are normally based on the net internal area. 

Definitions  Net Internal Area: Usable area within a building measured to the internal face of the perimeter walls at each 

level, excluding walls, restrooms, elevators, common areas and other areas that cannot be occupied by a 

desk. 

 Gross Area: Gross measurements mainly apply to industrial and retail space, rarely to offices. 

 

 

OCCUPANCY COSTS 

Rent Rents Quoted: Rents are quoted in United Kingdom pounds (GBP) per square foot per year, typically on a net 

basis; i.e., excluding service charges, insurance, and property taxes. Rent for serviced offices normally includes 

these charges. 

Rent Payable: Rents are normally payable quarterly in advance. 

Rent-Free: Rent-free periods are negotiable and a common incentive, which depend on market conditions, the 

quality of the tenant taking the lease, and the length of the term. Rent-free periods can be substantial. In London 

on a ten year lease between 18 and 27 months rent-free is typical and currenly achievable. Elsewhere in the U.K., 

the current rent-free period ranges between 6 and 48 months on a ten-year lease depending on the market. 

Rent Escalation: Rents are normally reviewed and adjusted to open market level every five years, usually upward 

only. Between reviews, the amount payable is fixed. Some commercial landlords offer tenants more choices of 

lease terms and basis for rent review (e.g. inflation-linked). 

Value Added Tax (VAT): VAT is payable on rent if the building is elected for VAT. The current rate is 20%. 

Estate Charge: Where the property forms part of a large estate, such as Canary Wharf, a tenant may be liable for 

estate charges, which contribute toward the maintenance and operation of the estate’s common parts. The estate 

charge does not form part of the service charge and is apportioned depending on the amount of space a tenant 

occupies on the estate.  
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Service Charges Tenants pay a service charge that usually covers: 

 Common costs of running the building, if multi-tenanted. 

 Proportional costs of structural and repairs to common areas. 

 Building insurance is usually, but not always included within the service charge. 

 Management Fees: Seven to ten percent of the service charge expenditure is recoverable from a tenant as 

part of the service charge in multi-let buildings. 

 Full Repairing and Insuring Leases (“FRI”): Most leases in the UK are FRI leases. In which a new tenant may 

become liable for items of repair to the building or replacement of a redundant plant, so tenants should 

exercise due diligence as to the condition of the building prior to signing a lease. 

Taxes Business Rates: (i.e. occupational property tax) are payable by tenants / property owners. The Rates liability is 

calculated based on the rental value at the time of the last rating revaluation multiplied by a Government issued 

Rateable Value multiplier that is agreed upon annually. Business rates vary considerably but usually amount to 

25–50% of the rent dependent on market/ geography. 

VAT is always payable on rent, service charges and fit-out costs, but not on business rates. However, depending 

on the nature of a tenant’s business it is sometimes possible to reclaim part or all of the VAT for the service 

charge. 

Stamp duty is payable by tenants on the acquisition of interests in land, both freehold and leasehold. On leases 

with a net present value exceeding £150,000, Stamp Duty Land Tax (SDLT) is payable. SDLT is currently payable 

at a rate of 1% of the net present value of a lease above the £150,000 threshold, discounted at 3.5% of the rent 

payable throughout the term of the lease, ignoring inflation as measured by the Retail Price Index (RPI) or other 

rental escalations included in the lease. 

Utilities The tenant pays for its actual consumption of electricity, based on metered usage directly to the utility company. 

The cost of electricity used to run the building is included in the service charge. 

Commonly, the cost of utilities such as water usage will be included as part of the service charge that a tenant 

will pay unless they have a significant water usage. 

Fit-Out  Landlord Work: The landlord typically delivers space with ceilings, lighting, mechanical and electrical 

installations (including HVAC), raised floors and restrooms. 

 Tenant Work: Tenant fit-out usually includes reconstruction of the ceiling, mechanical and electrical 

installations, lighting, cabling and partitioning. Tenant fit-out generally needs the landlord’s consent and 

must be done with licensed professionals, especially when moving or upgrading the landlord’s mechanical 

and electrical equipment. 

 Fit-out Costs: The tenant pays fit-out costs, although the landlord typically contributes with a rent-free period 

or capital contribution toward carpets, floor boxes, etc. Tenant fit-out costs for Class A or Prime buildings in 

major cities normally range from GBP 50–150 per sq ft including construction, wiring, design fees, etc. 

Restoration Most leases contain covenants obligating the tenant to return the premises to the landlord on expiry in the same 

condition as it was delivered at the start of the term. This normally means removing fit-out partitioning, furniture 

and fixtures, and making good if appropriate. 

Security Deposits and Guarantees The standard rule is that if a tenant is unable to provide three years worth of accounts in which operating profit is 

at least three times the annual rental liability, then the landlord may require a rental deposit (typically 6–12 months 

rent) and/ or a parent company/ bank guarantee. Standard practice is for a rent deposit to be held in an escrow 

account, and returned with interest after a tenant has fulfilled all its obligations. 

Car Parking Car parking is usually included in the office rent, particularly outside Central London. In Central London, and in 

some major regional centres, tenants pay for car parking as additional rent, which can range from GBP 2500–

6000 per annum per space. Car parking may be part of the lease or arranged as a separate licence. 
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TRANSACTION COSTS 

Agency Fees Each party normally appoints and pays its own representatives. 

 Disposal fees that landlords typically pay their agents equal 7.5–10% of the gross annual agreed rent, 

exclusive of incentive. They depend on sole/ joint agency and on building size and the number of agents 

involved. The fees quoted are typical of market rates. 

 Acquisition fees are negotiable and variable. The industry standard is in the region of 10% of the gross 

annual agreed rent, exclusive of incentive. As well as a fixed percentage, there are a variety of other fee 

bases employed by acquisition agents including but not limited to: a base fee, base fee, base fee plus 

discretionary bonus, percentage of savings achieved and a performance related fee. The fee basis and 

amount depend on the market and the size of the instruction.  

 Lease renewal fees: (1) Fees on behalf of Landlord are generally a fixed fee and percentage of net income 

achieved until next lease event. They vary significantly depending on the scale of the instruction and rent 

level. (2) Fees on behalf of Lessee tend to be fixed fee plus percentage of savings achieved, and vary based 

on the scale of the instruction. 

 Lease surrender fees tend to be a fixed fee and percentage of savings achieved against total liability, and 

depend on the scale of the instruction. 

Legal Fees Legal fees are typically up to 5% of the annual rent. 

Other Transaction Costs Other transaction costs include: 

 Local Authority searches 

 Land Registry fee 

 Costs associated with license to alter if needed 

 

 

OTHER LEASE PROVISIONS 

Laws and Practices The principle law governing renewal of office leases is the amended Landlord and Tenant Act 1954 (not 

applicable in Scotland) 

 The act provides security of tenure to a tenant and the right to apply for renewal of the tenancy. 

 It requires compensation to tenants from landlords who refuse a tenant’s request to renew. 

 It limits the way in which a tenancy can be terminated to those specifically set out within the Act. 

Tenants must comply with several strict notice procedures to maintain the protection of the Act. 

Parties often agree to exclude the security of tenure provisions of the Landlord & Tenant Act, which thereby 

removes the tenant’s right to renewal or compensation. The party that drafts the lease, typically the landlord, 

prepares a non-binding document called a Heads of Terms, comparable to a Letter of Intent or Term Sheet in the 

U.S., which outlines basic terms of the lease. For new buildings that are yet to be completed, the landlord and the 

tenant normally execute two documents: an Agreement for Lease and a Lease. The Agreement for Lease is in 

effect until the tenant occupies the space. Upon possession, the Lease supersedes the Agreement for Lease. 

Owner occupancy is less common than in most other parts of Europe for both foreign and domestic companies.  

Standard Lease No standard form of lease exists in the U.K., but market norms exist for most lease agreements. 
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Right to Sublet Where practical, tenants normally have the right to sublet in whole or in part, or assign in whole, although this 

right is restricted. Leases normally restrict the total number of separate occupancies within the building. 

Option to Expand & Right of First 

Refusal 

A right to expand within a lease is rare but negotiable. A right of first refusal for other space within the building is 

more common. 

Late Delivery by Landlord Where a building is not ready for occupation on the initial agreed date, the Agreement for Lease will usually 

specify a clause stating what penalties the landlord will incur. In the case of a new building, it is rare for a lease to 

provide for late delivery as the lease is often drawn up upon building completion. 

Holdover by Tenant Where a lease is protected by the Landlord & Tenant Act 1954, either party is entitled to initiate the procedure for 

renewal within 12 months of the expiry and to then apply to the Courts to decide the terms of a new tenancy. 

Where this process has not been initiated or is delayed, the tenant has a right to hold over and the landlord cannot 

secure vacant possession unless the tenant decides to vacate or the Court agrees to the landlord’s opposition to 

renewal. 

Signage and Naming of Building It is normal for a tenant occupying part of a building to have their name included in the building’s reception tenant 

board. Where a tenant occupies the whole building, or a significant part of it (say 80%-plus), an agreement to 

have naming rights may be negotiated and inserted into the “Heads of Terms” and the lease as a binding 

agreement. 

 

 

OFFICE LEASING MARKET 

Transparency No publicly accessible central register of property occupation or transactions exists, but CBRE and other real 

estate companies collect and regularly publish market information on rents, capital values, and market conditions. 

Financial information relating to major property companies and funds is widely available. Rents on new leases, 

rent review settlements, and capital values are generally based on comparable evidence, which agents assemble 

from similar recent transactions. These comparables take into account the tenants, building size and condition 

and incentives. 

Building Classification No standard office building classification exists; although the following specifications are used: 

 Grade A is the best space available, usually brand new, or best secondhand space, with top specification 

and prominent market image. 

 Grade B tends to be average quality secondhand space with a lower specification. 

 Grade C is poorer quality space, typically older and non-air conditioned with a lower standard of amenities 

and services. 

 

 

 

 

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have 

not verified it and make no guarantee, warranty or representation about it. It is your responsibility to confirm independently its accuracy and 

completeness. This information is presented exclusively for use by CBRE clients and professionals and all rights to the material are reserved and cannot 

be reproduced without prior written permission of the CBRE Global Chief Economist. 

 


