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Understanding Lease

A lease is a legally binding contract that outlines the terms of renting property, ensuring the

tenant’s use of the property in exchange for regular payments to the landlord. These terms

typically include the property’s address, rent amount, security deposit, rent due date, lease

duration, pet policies, and consequences for breaching the contract.

Residential leases often have standard terms for all tenants, while commercial leases are more

negotiable and can span from one to 10 years, depending on the tenant’s specific needs.

Lease under Transfer of Property Act is defined under Section 105 as the temporary transfer of

real property for an agreed-upon consideration, with the recipient accepting the terms of the

arrangement.

Essentials of a Lease under Transfer of Property Act

Competent Parties: Both parties must have the legal capacity to enter into a contract, and the

lessor must hold undisputed property rights.

Right of Possession: A lease only transfers possession of the property, not ownership rights.

Rent Options: Consideration for the lease can come in the form of rent or a premium.

Lessee Acceptance: The lessee must accept the lease terms, including the specified time

period and conditions.
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Defined Time Period: A lease always has a specified duration, which can be adjusted at the

lessor’s discretion.

Creating a Valid Lease

Section 107 of the Indian Transfer of Property Act outlines the requirements for creating a

valid lease of immovable property. It specifies the following conditions:

1. Leases Requiring Registration: A lease of immovable property that is from year to year, or for

a term exceeding one year, or that reserves a yearly rent, must be made through a registered

instrument. In other words, such leases need to be documented and registered with the

relevant authorities.

2. Other Lease Types: Leases of immovable property falling outside the categories mentioned in

the first condition may be made either by a registered instrument or by oral agreement

accompanied by the delivery of possession. This means that leases for shorter terms or without

yearly rent can be created through either a registered document or a verbal agreement,

provided that possession is delivered to the lessee.

3. Execution Requirements: When a lease of immovable property is made through a registered

instrument, that instrument, or in cases with multiple instruments, each of those instruments,

must be executed by both the lessor (property owner) and the lessee (tenant).

4. It’s important to note that the State Government has the authority to issue notifications in the

Official Gazette, allowing for certain exceptions. This means that the State Government can

specify circumstances or categories of leases that may be made through unregistered

instruments or oral agreements without requiring the delivery of possession.

In summary, the process of making a lease depends on the type and duration of the lease, with

some leases requiring registration and others permitting oral agreements, subject to the State

Government’s discretion. Proper documentation and compliance with these legal requirements

are crucial to creating a valid lease of immovable property in India.

Detailed Provisions for Lease of Immovable Property

Section 106 – Duration of Leases
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Specifies the default duration of leases for agricultural or manufacturing purposes and other

purposes when there is no written contract or local law to the contrary.

Lease for agricultural or manufacturing purposes is deemed year-to-year, terminable with a

six-month notice, and for other purposes, it’s month-to-month, terminable with a 15-day notice.

The notice period commences from the date of receipt.

Shorter notice periods may not invalidate the notice when a suit or proceeding is filed after the

notice period.

Section 110 – Commencement of Lease Time

If a lease specifies a particular day as the starting point, that day is excluded when calculating

the lease duration.

When no commencement day is mentioned, the lease begins from the date of making the lease.

Section 111 – Determination of Lease

Lists conditions under which a lease can end, including the passage of time, the happening of

specified events, surrender, implied surrender, forfeiture, and notice to determine the lease.

Section 112 – Waiver of Forfeiture

Explains that a forfeiture due to breach can be waived by certain actions of the lessor,

provided they are aware of the forfeiture.

Section 113 – Waiver of Notice to Quit

Discusses how a notice to quit can be waived by the person giving it with the express or

implied consent of the recipient.

Section 114 – Relief Against Forfeiture for Non-Payment of Rent

Provides an option for lessees to avoid ejectment in cases of forfeiture for non-payment of rent

by paying rent arrears, interest, and full costs of the suit or providing sufficient security within

a specified time.

Section 115 – Effect on Under-Leases
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Specifies that surrender, whether express or implied, of a lease does not affect under-leases

granted by the lessee with substantially similar terms, except for rent, unless the surrender is

made to obtain a new lease. Rent and contracts of under-lessees become payable to and

enforceable by the lessor.

Section 117 – Exemption of Leases for Agricultural Purposes

States that the provisions of the Transfer of Property Act related to leases do not apply to

agricultural leases, except if the State Government, through a published notification, makes

specific provisions applicable, either in full or with modifications, after six months from the

notification’s publication.

Conclusion

Leases are a common part of daily life, involving agreements for renting property or assets such

as houses or cars. It’s vital for the public, law students, and the legal community to understand

the rights and provisions governing leases. Sections 105 to 117 of Transfer of Property Act outline

these aspects, and this article focuses on key sections to provide a clear and basic understanding

of lease agreements.
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