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Rent-controlled premises—Termination of notarially executed lease—Continuation
of occupation by the tenant—Right of landlord to demand authorised rent—Rent
Reatriction Act (Cap. 274), ss. 3 (1), I4.

Where, after the termination of a notarially executed lease, the tenant
continues to remain in occupation of the premises by virtue of the Rent
Restriction Act, the landlord is entitled to raise the rent to the full amount
permitted by the statute. Accordingly, if the tenant fails to pay the authorised
rent, he is liable to be ejected on the ground-of arrears of rent.
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August 21, 1967. SIRIMANE, J.—

The defendant was the lessee of the premises in question on deed of
lease, P4, for a period of 5 years from 1.1.1957 to 31.12.1961. The
plaintiff purchased these premises during the subsistence of the lease
and the defendant thus became the lessee of the plaintiff. The defendant
did not leave the premises on the expiry of the lease, but, seeking the

protection of the Rent Restriction Act, remained in occupation as the

- plaintifi's “ statutory tenant”. (I use this term for the sake of
convenience, though it has been looked upon with disfavour at times.)

The rent payable according to the terms of the lease was Rs. 45 per
month (the lessee -had also to pay the rates).

~ By P14, dated 9.4.1962, the plaintiff requested the defendant to pay
Rs. 86°66 per month (which the learned Commissioner has found to be
the authorised rent. of the premises) as damages. He was informed that
he should not pay the rates. The defendant, however, did not pay the
rent demanded by the plaintiff, but continued to pay at the rate stipulated
in the lease, i.e. Rs. 45 -per month. The plaintiff sued him for ejectment
both on the ground of arreirs of rent and on the ground that the premises
were reasonably required by him for the purposes of his business. He
has succeeded on both grounds and the defendant has appealed.

In view of the _pi'ovisions of the amending Ordinance No. 12 of 1966,

it is admitted that the decree is unenforceable in so far as it is based on -

¢ reasonable requirement .

The only question is whether the defendant has been in arrears of
cent. . : : :

It was conceded that if the rent or damages which the defendant
was liable to pay was Rs. 45 per month he was not in arrear, but that
he was in default if his liability was to pay Rs. 86:G6 per month. The
question for decision therefore is this—Is a landlord entitled to demand
_ the authorised rent from a tenant after the - original contract has
. bermmated? .

_ For -the defendant, reliance was placed mainly on the decisions in
three cases. Thie first of these was Sideek v. Sainambu Natchiya t, where
Gratiaen J. in the course of his judgment said, that the tenant enjoys
the statutory right of occupation (after the expiry of a lease) 80 long as

t(1964) 85 N. L. B. 307.
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he pays the monthly rent “ at the eoriginal contractual rate ”.  Dut in
that case the present question did not avise. In fact the tenant had
offered to pay rvent even at a higher vate than the contractual rate, but
the landlord refused (o accepl any  reni whatsoever. In those
circumstances the learned Judge held that the weeant was protucted if
Le peid at the contractual rate,

In the next case. Britio v Heepiiliale Y, it was decuded that o decree
for sale urder the cld Partition Oxlinance did not afiect a month to
month iciancy, and the tenant could not he ejected if he continued to
pay rent at the old contractual rate io the purchaser at the partition
sale.  There again the present question did not arvise,

In the last case, Vadivel Chelty 7. Abdv 2. the agreed rent was Rs. 18
per ronth.  The landlord raised it to Rs, 20018 diuring the subsisience of
the conlraci. and the tenant refused o agree to pay this amount. Weera-
soorisza J. held that the landlord could not wnilaterzally raise the rent
to a sum higher than that agreed upon. The landlard had thereafter
given the tenant a notice to quit thus terminating the contract. An
issuc had been raised in the lower Court whether there was a valid termi-
nation of the contract, which issue had been answered in the affirmative.
No argument had beei addressed in appeal on that point and in the course
of the judgment Weerasooriya J. said that he would decide the case on
the footing that there was a valid termination of the contract. But,
there is nothing in the judgment to indicate that the learned Judge
addressed his mind to the question whether the landlord could have
increased the rent (if such increase was legally permissible) after the
termination of the contract. In fact that question did not arise at all,
and thc appeal was decided on an entirely different ground. The
landlord in that case having consistently refused to accept Rs. 18 per
month as rent had later called upon the tenant to pay for a number of
months at that rate, within a very short time and filed the action a
couple of days after the period granted to the tenant had expired. In
those circumstances it was held that the tenant was not in arrears of
rent for a month after it had become due.

Section 3 (1) of the Rent Restriction Act (Chap. 274) empowers a
landlord to increase thc rent up to the authorised rent, but there is no
section in the Act which is applicable to the present question. Section
14 is not helpful in dealing with this problem as it only provides for the
continuance of the original contract of tenancy where an action for
ejectment has been dismissed by reason of the provisions of the Act.

Section 15 of the English Increase of Rent and Mortgage Interest
(Restriction) Act, 1920, and the decisions thereon are helpful. The
relevant part of that section reads as follows :—

Section 15 (1) *“ A tenant who by virtue of the provisions of this Act
retains possession -of any dwelling house to which this Act applies
shall, so long as he retains possession, observe and be entitled to the

1(1956) 67 N. L. R. 327, $ g $(1953) 85 N. L. B. 67.
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penefit of all the terms and conditions of the original contract of
tenancy, so far as the same are consistent with the provisions of this
Act . . . . . . - . ”c )

In Phillips v. Copping? it was held that the landlord of a dwelling
housc may raise the rent to the standard rent, provided that on termi-
nating the tcnancy due notice of his intention to do so has been given to
the tenant. In the coursc of his judgment Maughan, L.J. said, “ Since
the permitted increases arc additions to the standard rent there is nothing- '
to show that the common law right of the landlord to tcrminate an
existing tenancy and to fix the rent for the new tenancy at the standard
rent is interfered with .

In Dean v. Bruce®, Denning L.J. said at page 928, “ Once the
contractual tenancy is at an end and the tenant remains in possession
by virtue of the statute, the rent of the house is regulated by the
statute and is not aflected by terms or conditions or estoppels. On
giving proper notice the landlord can raise the rent to the full amount
permitted by the statute ”. '

In the local case, Nadarajoh v. Naidu3, it was held that where a landlord,
before claiming from his tenant a permitted increasc of rent in terms of
section 6 (1) () of the Rent Restriction Act, sclls the premises, the
purchaser is entitled to claim the permitted increase from the tenant.
An argument advanced in that case that a permitted increase must be
agreed upon between the new landlord and the tenant was rejected.

After a contract of tenancy is terminated, a temant who wishes to
remain in possession must pay the rent which the landlord may lawfully
demand. He cannot be permitted, in my view, to seck the protestion
of the Rent Restriction Act and remain in possession, and deny the
landlord the latter’s right under that same Act to charge the authorised
rent. If, for instance, a lease for a long period is ended by efiluxion of
time, when rental values of properties are very different from those
_ that prevailed at the time the lease was entered into, it would be manifestly
unfair to permit the tenant to remain in possession and insist on the
landlord accepting the rent payable under the defunct contract, and
deny the landlord the right to claim the rent which the law authorises
him to charge.

- At a late stage of the argument, in fact, in his reply to Counsel for
the plaintiff-respondent, Counsel for the defendant-appellant submitted
that the landlord could not ask the tenant not to pay the rates and pay
them himself, and further that as the tenant had, at a certain stage,
sent Rs. 85 per month to the landlord, the arrears were very small, and
that the sum of Rs. 540 paid at the commencement of the lease should
be taken into account to cover this sum.

2 152 Law T imes Reports, page 175. 2(1951) 2 A. E. R. page 926.
_811965) 68 N. L. R. 230.
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Once the lease expired the defendant was in the position of a monthly
tenant. There was nothing to prevent the landlord from deciding to
pay the rates himself and there can be several good reasons for the
landlord choosing to do so. The tenant took a risk when he decided to
ignore the landlord’s directions.

I might state that on the question as to whether the tenant was entitled
. to set off any rent due against the sum of Rs. 540, it seems to me from

the terms of the lease that this sum was a “ deposit ”” by way of security
" for the due performance of the terms of the lease, and that such a deposit
did not, in the absence of an express agreement, relieve the tenant of his
. obligation to pay the current rent for each month. (See Kanapathypillas
v. Dharmadasa ). However that may be, even having given credit for
this sum, the learned Commissioner has correctly found that the tenant
was still in arrears of rent within the meaning of the Act.

The appeal is dismissed with costs.
Appeal dismissed.




