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Various Contractual Problems Concerning Changing

Building Lease Agreements into Sublease Agreements
Saki Arishima

There are two ways in which the owner of rental housing can entrust the
management of rental housing, the former is to execute an entrustment of management
agreement, and the latter is to execute a lease agreement granting a sublease to a
management agent in advance (the sublease method) . Until recently, various problems
between building owners (lessors) and sublease agents (lessees/sublessors) have been
discussed in the case of sublease method, usually centered on problems concerning rent
increase/decrease claims and agreement termination. However, there has been hardly
any discussion on the protection of tenants (sublessees) , and even if such topic were
discussed, they was limited to the extent of problems concerning demand for surrender
against the tenant (sublessee) due to the termination of a former lease agreement.
Hence, this paper examined various contractual problems concerning changing lease
agreements into sublease agreements based on the sublease method, from the perspective
of protection of tenants (sublessees) .

This paper points out that (i) Article 3 of the Supplementary Provisions of the Act
on Land and Building Leases, amended in 1999, that prohibited shifting to fixed term
building lease agreements is to be applied or analogically applied in cases in which the
conventional lease agreement before changing to sublease agreement is a lease agreement
for a residential building executed before March 1, 2000; (ii) it should be construed that a
former lessor may not assert against a sublessee on the grounds of termination of a former
lease agreement under the principle of good faith if there are special circumstances in
which the former lessor not only agreed to the sublease but was actively involved with the
execution of a sublease agreement such as mediating a sublease agreement by introducing
sublessees; (iii) sublease agent is obliged to explain matters to tenants under the principle
of good faith; and (iv) there are two types of entrustment of management agreement
under the sublease method, the former being the building lease agreement and the latter

the entrustment agreement.



