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A licence to drill... 
or perhaps a lease?
Does property leasing and licensing leaving you feeling 
shaken and stirred? Liam Faulkner explains the difference

If you’re looking to purchase a practice, 
choosing whether to occupy the property 
through a lease or licence can be a slightly 
harder decision than choosing whether you’d 
prefer your vodka martini to be shaken, 
or stirred. However, taking advice from a 
dentally aware solicitor will ensure that you 
are fully informed and that the transaction is 
as smooth as Daniel Craig ascending from 
the Mediterranean Sea.

Whilst delving into leases and licences 
may not mirror the excitement of James 
Bond, here at FTA Law we feel that the risk 
of being uninformed as a potential buyer is 
equally as dangerous. As I’m sure you can 
tell, the comparisons are endless. On a more 
serious note, it is essential that you know 
what you are entering into, as it can have 
a substantial impact as to what rights and 
benefits you enjoy from obtaining either of 
them. A good place to start is looking at the 
legal implications of both a lease and licence 
and how they directly affect you as a tenant.

What is a lease?
A lease contractually gives you, the tenant, 
the right to occupy the property exclusively 
for a fixed period of time. The key element 
of a lease is the ‘exclusivity’ part. This 
excludes not only any third parties from 
the property being able to freely enter 
the property, but also the landlord. If the 
landlord wishes to enters the property 
during the lease term, then this has to be 
incorporated into the lease. 

What is a licence?
Whereas a lease involves a relationship 
between a landlord and tenant, a licence 
comprises of a licensor and a licensee. 
Essentially a licence gives you, the licensee, 
permission to occupy the property which is 
held by the licensor. This does not give you a 
legal interest in the property; however, it does 
provide you with rights that are exercisable 
over the property. 

So, lease or licence?
Both a lease and licence ultimately provide 
you with the right to occupy the property, 
but there are subtle differences that will 
sway your decision as to which suits you, 
depending on the needs of your business.

A couple of the main benefits of a lease 
include:

• Exclusive possession of the property – the 
landlord will have limited access to the 
property

• Inclusion of clauses that can benefit you, 
eg, break clauses, which can allow you 
to end the term early, subject to terms 
agreed on when the lease is drafted

• The incorporation of the right to renew 
your lease when coming to the end of 
your tenancy.
A few of the benefits of a licence include:

• Stamp duty land tax is not payable upon 
a licence 

• A licence can be more flexible to the 
tenant.
 
Difficulties that can arise
It is quite likely that you have read all 
this and are still thinking, what actually 
is the difference? This is a problem shared 
by many, including solicitors and courts 
nationwide. The differences between the 
two are often blurred and the murky waters 
can cause difficulties. These difficulties 
usually stem from when a licence is for a 
term longer than six months, as they are 
usually used for short terms. 

Although the licence may use terminology 
to suggest it is a licence, if it appears to be 
more like a lease, then the court will treat it 
as one. The importance of ensuring that your 
lease or licence is exactly what you intend it 
to be is essential in avoiding any difficulties 
during your tenancy. 

If like James Bond, you don’t want to find 
yourself stuck in sticky situation, then always 
seek the advice of a commercial property 
specialist who also has an understanding of 
dental transactions.  

FOR FURTHER INFORMATION call 
0113 834 3740 or email 
liam.faulkner@fta-law.com.
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