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W
hen specia l is t  denta l 
brokers l ike us wr i te 
about sel l ing your dental 
pract ice, i t  is easy to 

th ink we are s imply referr ing to 
sel l ing the business port ion of a 
practice. In al l  transactions there is 
a property piece. It is rare that we 
sel l just a patient l ist. In this art icle, 
I want to focus on how you can 
prepare for the sale or transfer of 
the business premises, in which a 
new owner is going to carry out the 
business of dentistry.

When buy ing a  denta l  pract ice, 
buyers  can purchase the f reeho ld 
o f  the  pract ice  they  a re  buy ing 
f rom the outgo ing pr inc ipa l .  They 
can lease the premises f rom the 
ou tgo ing  p r inc ipa l ,  o r  they  can 
take on the ex is t ing lease i f  the 
premises are  rented.

When third party landlords are a 
feature of a deal,  they can add 
an addit ional level of complexity. I f 
you are a principal operating from 
leasehold premises, then this is the 
advice we give to our cl ients to help 
them get the property piece of their 
transaction prepared for sale.

Identify who the landlord is and 
who the decision maker is within 
their group. Check to f ind out i f 
there are mult iple decision makers; 
the landlord could be an investment 
company represent ing mul t ip le 
investors. Or, the landlord could be 
represented by an agent.

Determine i f  the lease on your 
dental practice is assignable. I f i t is, 
then it can be transferred to a new 
owner easi ly. 

I f  i t  i s  not  an ass ignab le ,  then 
the lease must  be sur rendered and 
the process s tar ted a f resh.  Th is 
makes the process o f  t ransfer r ing 
i t  to  a  new owner  more onerous 
and there fore  more expens ive.  I f 
you have a  non-ass ignab le  lease, 
i t  can l im i t  your  opt ions,  de lay ing 
t h e  t r a n s a c t i o n .  I n  e x t re m e 
c i rcumstances,  i t  cou ld force the 
new owner  to  re locate the pract ice.

If you hold a sub lease, you have 
to identify the leaseholder and then 
the landlord.

The third party landlord wil l  let you 
know who their appointed sol icitors 
are. You wil l  need this information 
to share with al l  part ies once you 
get into the sale process. In my 
experience, third party landlords are 
not vested in an eff icient transaction 
between a wil l ing buyer and a wil l ing 
sel ler.  Their  representat ives can 
become an obstruction to progress. 
Our team works hard to ensure they 
do not become a distraction or even 
an obstacle to a transaction.

There can be hidden problems to 
resolve. I recently had a transaction 
where the landlord had passed away 
and probate had not been granted 
on their estate. You may f ind that the 

landlord actual ly wants to sel l the 
premises. Early notice of things l ike 
this is always preferred.

Landlords have used the general 
activity around a transaction as an 
opportunity to increase rents and 
leverage more favourable terms in the 
lease as part of a negotiating position.

There are a number of clauses to 
consider in a lease. For instance, 
the schedule of  condi t ion.  Th is 
deta i ls  the cond i t ion in  wh ich 
the leaseholder  must  leave the 
premises. As the leaseholder, you 
want to leave the bui lding in the 
same condit ion as when you arr ived. 
Landlords would rather have you 
on the hook for  everyth ing that 
has happened to the bui lding. At 
least with a schedule of condit ion, 
everyone knows where they stand. 
Without one everything can be up 
for negotiat ion and agreement.

Land lo rds  a lso  must  accept 
the incoming buyer as their  new 
leaseholder.  F i rst-t ime buyers are 
of ten requi red to make personal 
guaranbuyers,nd i t  i s  important 
you r  b roke r  d i scusses  th i s 
wi th prospect ive buyers so they 
unders tand what  i s  requ i red . 
Personal guarantees can be a barr ier 
for some f i rst-t ime buyers.

Th i rd  par ty  land lords  usua l l y 
want to pass on their legal costs 

associated wi th agree ing a new 
lease and taking on board a new 
leaseho lder.  The costs  can be 
spl i t  between the part ies, al though 
landlords wi l l  often st ipulate that 
they expect the vendor to pay their 
legal costs because i t  is them that’s 
asked to move the lease on.

I f ind that landlords’ sol icitors do 
not expedite new leases. You must 
identify and engage with them early 
in the process and develop a good 
working relationship with them.

What does good look like?
When i t  comes to  agree ing a  new 
lease,  there are  cer ta in  th ings the 
buyer  and the i r  lenders  wi l l  want 
to  see:
•	 A 15-year lease with security of 

tenure. 
•	 A rent review at a maximum of 

every three and a half years. 
•	 A strong relat ionship with the 

landlord.

Next steps
To achieve a good outcome for al l 
part ies then, you must appoint a 
property sol ic i tor ear ly on. I  can 
advise on the sol icitors on our panel, 
which have a property law section to 
help with this.

Locate and understand your own 
lease agreement. Identify with your 

sol icitor any areas which a reasonable 
buyer might have an issue with. 

Create a new, assignable, 15-year 
lease for the new buyer. It wi l l  real ly 
help the process if you can get this 
to your prospective purchaser early 
in the process.

Talk to your landlord and sel l the 
benefits of the new tenant.

Review the schedule of condit ion 
in your lease. Complete any repairs 
in l ine with the schedule. This may 
include work to the roof, pointing, 
gutter ing, roof jo ists,  decorat ing, 
f looring and window frames. Check 
for Japanese knotweed around the 
premises. A Japanese knotweed 
infestation of any kind wil l  ki l l  a deal 
stone dead.

My advice is  to do what a 
reasonable landlord would expect 
as well as what a reasonable buyer 
would expect.

I f  you have any concerns about 
the terms of  your  lease,  p lease ta lk 
to  me.  n
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