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Singapore High Court Upholds the Enforceability of Option to Renew Clause in
Tenancy Agreement

In Hoon Kee Meng and another v Dash Living Pte Ltd and another matter [2024] SGHC 27, a
judgment released on 30 January 2024, the Singapore High Court dismissed a landlord’s
application for a declaration that an option to renew clause in a tenancy agreement was
unenforceable and granted the tenant’s cross application for a declaration that the
option to renew clause had been validly exercised.

This decision is the latest in along line of cases where landlords and tenants have tussled
over the enforceability and exercise of option to renew clauses, which are commonly
found in tenancy agreements. In this case update, we discuss some takeaways from this
case which may be relevant to landlords, tenants and their advisors.

Facts

The matter arose from the tenancy of a 6-storey building along McKenzie Road (“Premises”). Prior to the signing
of the tenancy agreement, the Tenant had issued a Letter of Intent (“LOI"”’), setting out the terms on which the
Tenant intended to lease the Premises. The LOI set out the Tenant’s intention for an option to renew for a further
term of 24 months, at a rent capped at 10% above the current rent. The Landlord accepted the LOI.

The parties subsequently entered into the tenancy agreement (“Tenancy Agreement’”), which had been
prepared by the Landlord’s lawyers. The Tenancy Agreement contained an option to renew clause at Clause 15,
expressly stating that the renewed rent shall be capped at 10% above the current rent. The option to renew clause
did not state, however, the duration of the further term upon renewal.

In April 2023, the Landlord proposed to renew the tenancy at a monthly rent approximately 70% higher than
current rent. The Tenant disagreed and referred the Landlord to the renewal clause in the Tenancy Agreement,
which stipulates that the renewed monthly rent is to be capped at 10% above the current monthly rent. The
Tenant then gave written notice of its intention to renew the tenancy for another 2 years, at a rent capped at 10%
above the current monthly rent.

The Landlord refused to renew the tenancy on those terms, claiming that the option to renew was not valid as it
did not state the duration of the further term. The Landlord commenced an action in the Singapore High Court
seeking a declaration that the Tenancy Agreement does not give the Tenant an option to renew the tenancy for
another 24 months, and for the Tenant to vacate the Premises at the expiry of the lease. The Tenant filed a cross
application, seeking a declaration that the Tenancy Agreement did provide the Tenant such an option to renew,
and that the option to renew had been validly exercised.

Decision

The Court held that the Tenant did have the right to renew the tenancy for a period of 24 months, at a monthly
rent not more than 10% above the current rent. In arriving at its decision, the court made the following findings:

1. Contextual approach: Adopting a contextual approach to contractual interpretation, the relevant context
clearly showed that the objective intentions of the parties was for the Clause 15 to provide the Tenant the
right to renew for a period of 24 months. The court held that Clause 15 presupposed that the renewed
tenancy would be for a fixed period, as it could not have been the intention of the parties (particularly the
Tenant) to leave the period for renewal open. Further, the LOI had expressly stated that the period of
renewal would be 24 months. Notwithstanding that the LOI included a “subject to contract” clause, the
court held that it could consider the LOI when ascertaining the intention of the parties when they signed
the Tenancy Agreement.




Unilateral Mistake Rectification: In the alternative, the Court accepted the Tenant’s submission that
unilateral mistake rectification should apply to Clause 15 of the Tenancy Agreement to include that the
term of renewal would be for 24 months. The elements of Unilateral Mistake Rectification were present
on the facts, as the non-mistaken party (Landlord) was aware of the mistake, did not bring the mistake to
the Tenant’s attention, and stood to benefit from the mistake.

Clause 15 was not uncertain / unenforceable: The Court rejected the Landlord’s argument that Clause 15
of the Tenancy Agreement was uncertain and unenforceable for not stipulating the duration of the
renewal term. The Court emphasized that where a term in a contract is not clear on its face as to its
meaning, the court should undertake an attempt at interpretation. In the present case, the term of
renewal was not uncertain and was instead fixed at 24 months.

The LOI had been incorporated into the Tenancy Agreement: The Court held that the entire agreement
clause, which purported to incorporate the terms of “a letter of offer addressed to the Tenant”
incorporated the terms of the LOI. No letter of offer “addressed to the Tenant” existed. Looking at the
context and the extrinsic facts (which was allowed pursuant to Section 97 of the Evidence Act), the parties
must have intended the “letter of offer” to refer to the LOI.

Comments

The decision in Hoon Kee Meng and another v Dash Living Pte Ltd and another matter[2024] SGHC 27 displays a robust
approach to contractual interpretation in respect of interpreting an option to renew clause. Some key takeaways
from this decision include:

The terms of a letter of intent / letter of offer, if not expressly incorporated into the tenancy agreement,
may still be relevant in ascertaining the parties’ objective intentions if any term of the tenancy agreement
may turn out to be unclear or ambiguous.

Where an express term (such as the period of renewal) is not present in an option to renew clause, this
would not automatically result in the clause being uncertain and unenforceable. The court may look to the
relevant context where applicable in order to identify the parties’ objective intentions. This situation is to
be contrasted with other cases where the option to renew was found to be uncertain and unenforceable,
such as Jewellery Industries (S) Pte Ltd v Sintat Rent-a-Car Pte Ltd [1993] 1 SLR(R) 744 and Radha Properties
Pte Ltd v Lim Poh Suan and others [2023] 4 SLR 728. In those cases, the terms of the renewal (including
rent) had been expressed as “to be agreed”. Where the parties were unable to reach an agreement, the
court had no way to enforce the option to renew.

Where one party intends to introduce a term into the Tenancy Agreement that may be inconsistent or
contrary to a term in the letter of offer [ letter of intent, this new term should be brought to the attention
of the other party. Failing which, the other party may be able to rely on unilateral mistake rectification to
rectify the term to one consistent with the term in the letter of offer / letter of intent.

Although a letter of intent may be expressed to be “subject to contract”, this does not automatically mean
that the terms of the letter of intent will be superseded by a subsequent tenancy agreement. Much will
depend on the manner in which the “subject to contract” clause is drafted, in particular, whether the
parties had stated what the effect of the letter of intent would be after a written tenancy agreement is
entered into.

Shook Lin & Bok LLP represented the Tenant in its successful application in Hoon Kee Meng and another v Dash
Living Pte Ltd and another matter [2024] SGHC 27.

This client update was authored by Charles Lim.
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