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AN BILLE UM THIARNAI TALUN AGUS TION6NTAI 
(LEASU), 1993

LANDLORD AND TENANT (AMENDMENT) BILL, 1993

EXPLANATORY MEMORANDUM

The Landlord and Tenant (Amendment) Act, 1980 as it relates to 
leases for the occupation of commercial property is acting as a barrier 
to business and to job creation. Pursuant to its provisions, a tenant 
of a commercial property becomes entitled to a thirty-five year lease 
after only three years continuous business occupation. This has 
resulted in only very short-term or very long-term leases being avail
able. Legislation in force in other EC countries provides for a far 
more flexible regime for the leasing of commercial property. The 
current law is widely perceived as being disadvantageous to both 
landlords and tenants. Among the difficulties caused by the current 
law are the following:

* Many landlords are unwilling to lease premises for periods 
longer than two years and nine months as they do not wish to 
commit themselves to a thirty-five year letting. Such short-term 
leases are a disincentive to tenants interested in modernising 
and fitting out premises as upon the completion of the letting 
period there is no certainty that their lease will be renewed.

* Many tenants do not wish to make the financial commitment to 
a thirty-five year letting as they may be uncertain as to their 
ability to meet such long-term financial commitment. Many 
starting up new businesses may envisage an initial three- to five- 
year growth period and then wish to move on to larger premises 
without having the burden of having to dispose of a leasehold 
interest of long duration. The possibility of longer start up leases 
would facilitate tenants obtaining a reasonable return on money 
invested in leased premises without creating the burden that 
arises from a thirty-five year commitment.

The IDA has over a number of years experienced considerable 
difficulty with the existing Landlord and Tenant Acts when 
seeking to attract multi-nationals to the country on a lease basis. 
The current law is a disincentive to overseas businesses wishing 
to locate and lease property in Ireland. Such businesses are used 
to medium-term leases and their accounting practices which 
require them to treat long-term leases as a liability act as a 
deterrent to their locating in Ireland. This was recognised by 
the Government in the case of firms wishing to locate in the 
International Financial Services Centre in so far as the Landlord 
and Tenant (Amendment) Act, 1989 removed the leasehold 
renewal rights granted in the period 1989 to 1994 for companies 
trading in the IFSC.

Even where a landlord and tenant wish to enter into their own 
arrangements and do not wish the current law to apply to them,
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they are prevented from opting out of the provisions contained 
in it.

* In a survey undertaken by the Dublin Chamber of Commerce 
to a representative mixture of businesses and of landlords and 
tenants, 78 per cent, favoured change (64 per cent, of landlords 
and 83 per cent, of tenants).

The provisions contained in the Bill are proposed to provide a modern 
legal framework for business tenancies. They are designed to provide 
for flexibility whilst also ensuring to business tenants the security of 
tenure necessary to maintain continuity in their businesses. There is 
no cost to the Exchequer in this proposal.

1. Section 1: Title.

2. Section 2: Definition section.

3. Section 3: This section amends section 13 (1) (a) of the Act of 
1980 so as to provide that the right to a new tenancy under the Act 
only arises upon the business tenant being in continuous occupation 
of a premises as tenant for a period of five years, instead of the current 
period of three years. Accordingly, a landlord wishing to lease a 
premises but not wishing to make a long-term commitment to a tenant 
will be free to enter into a longer leasehold arrangement than is 
possible under the current law. Moreover, tenants who do not wish 
to be committed to unduly long leases but who wish to have reasonable 
security of tenure to realise the benefits of any moneys invested by 
them in a property leased, will now be able to enter into leases of 
longer duration than is possible under the present law.

4. Section 4: Under this section tenants will be allowed legally to 
contract out of their statutory lease renewal rights if they so wish at 
the time when they are entering into a leasehold arrangement.

5. Section 5: Under the current law when a tenant invokes his right 
to a new tenancy a landlord can be required to enter into a lease of 
35 years duration. Provision is also contained in the legislation for 
rent reviews every five years. It is possible if the tenant is agreeable 
for a lease of lesser duration to be entered into. This section provides 
in the case of business premises for the new tenancy to be for a period 
of 15 years instead of a period of 35 years. Provision contained in the 
legislation for rental reviews every five years would apply to the 15 
year arrangement.

6. Section 6: Section 85 of the Act of 1980 renders void any 
agreement to opt out of the provisions contained in the Act with 
regard to the right of a new tenancy. This amendment is of a technical 
nature to allow for the opt out provision for business premises con
tained in the Bill.

An Teachta Alan Shatter,
Samhain, 1993.
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