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Why do landlords leave shops empty? 

 

 

 
Photo January 2018, and still vacant two years after the administration 

 

When a company goes into administration the liability to pay rent under the lease to the 

landlord passes to the administrator. They, as the occupier, also become liable for 

business rates. If the administrator keeps the shop open then they have to pay the 

landlord rent until the shop closes.  Following that date the rent due becomes a debt 

under the administration.  If the shop lease is not sold by the administrator then the 

lease contract remains in place until brought to an end by legal surrender, or the 

company is wound up by the administrator. 

 

Each month, or quarter, the rent debt to the landlord increases, but it is never going to 

be repaid by the administrator if they cannot “sell” the lease to another tenant.  In the 

meantime it is in the landlord’s interest to find a new tenant to take a new lease on the 

shop and start paying the landlord rent.  There is no commercial reason why a landlord 

should not be trying to secure a new tenant, but often this can take a year or more, 

depending on the location.   

 

At the same time business rates are due to be paid by the administrator as they are the 

occupier of the property under the lease, even if they are not trading.  Following the 

shop closure there is a period of three months when business rates are not payable, i.e. 

there is a one-off rates holiday.  After that date the liability to pay rates remains with 

the administrator until the lease is brought to an end, ie . their occupation ends.  The 

rates debt builds up against the administrator and is never going to be paid.  When a 

new tenant is secured by the landlord the old lease is surrendered by the administrator 

and the new one entered into.  The new tenant as the occupier pays the rates from that 

date. 



 

If the landlord were to take a surrender of the lease after the three month rates holiday 

and not have a new tenant to occupy the shop, then the landlord is liable to pay rates.   

There is therefore no incentive to the landlord to surrender the lease, to take occupation, 

tidy the unit up, refurbish and repair where needed. While they may want to do that, in 

practice there is a financial penalty because they then have to pay rates because they 

are deemed to be the occupier.  That is why so many ‘vacant’ shops are “left empty”, 

and in the condition they were in on the day the tenant went into administration and 

closed in a rush.  

 

If the lease is brought to an end by legal agreement or the lease simply comes to an end 

through effluxion of time then there is a three months rates holiday and then the 

landlord is liable for rates.  The landlord will often tidy up the unit or put up boards, or in 

shopping centres they may put a banner in the windows to make the unit look more 

attractive.  Bill Grimsey in his report Grimsey 2 has repeated the suggestion that 

landlords should be penalised for keeping shops empty.  There is no commercial reason 

why a landlord would do that as they want to secure more rent as soon as possible, and 

there is already a harsh penalty if they became the “occupier”. 

 

However, what landlords will do is avoid becoming the occupier and becoming liable  for 

rates, preferring the debt to roll up against the administrator while the landlord tries to 

find a new tenant. A classic case of the misunderstanding of the impact and incidence of 

taxation. 

 


