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Sooner or later, you will be choosing your own place to live. First, 
you may be deciding whether to rent a room or an apartment. 
Later, you may be thinking about buying land, a condominium, 

or a house. Whether you buy or rent, you are going to have to act in ac-
cordance with the federal, state, and local laws governing what is called 
real property. For your own protection, you should know as much as 
possible about these laws.

WHAT IS REAL PROPERTY?

Generally, the law divides property into two broad categories: (1) real 
property and (2) personal property. The distinction between real prop-
erty and personal property is important because different laws apply to 
different types of property.

Real property consists of land and things attached to it, such as 
houses, barns, or crops. There are various types of ownership interests 
in real property. An interest might be rights to the minerals under the 
surface of the land, or it could be a right to use (but not own) a house. 
It could be outright ownership of land. Real property is often referred 
to as real estate.

Personal property consists of everything else, tangible and intangi-
ble. Something that is tangible can be perceived, particularly by touch. 
Your car, your watch, your clothes, and even your dog are all examples 
of tangible personal property.

Intangible property is harder to define. It can be shares of stock in 
a company. It can be the good will that a person builds up in a busi-
ness. It can be a copyright or contract right. It can be your ability to 
perform a service. 
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When an item of personal property be-
comes so attached to land as to be considered 
permanent, it becomes real property. This type 
of property is commonly known as a fixture. On 
the other hand, if an item is separated from the 
land, it becomes personal property. For exam-
ple, a mobile home would generally be consid-
ered personal property while sitting on a sales 
lot. However, once it is purchased and set up, it 
would be considered real property.

In the chapter on consumer law (chapter 4), 
you read about some of the laws governing the 
buying and selling of personal property. This 
chapter focuses on laws governing the rental, 
sale, and use of real property.

O n l y  t h e  F a c t s
1. Give examples of real property, per-

sonal property, and intangible property.
2. Which of the following would be a 

fixture? a tractor? a pond? a ceiling 
fan? Explain your answer.

RENTING REAL PROPERTY

Probably you will rent or lease an apartment or 
house before you think about buying one, and 
it is important to know your rights and respon-
sibilities under a lease. 

When you find a place to rent that meets 
your needs, you’ll enter into an agreement or 
contract with the owner of the property. This 
contract is called a lease. It establishes the rela-
tionship of landlord and tenant. The landlord 
is the person who is leasing the property to the 
renter. Usually, the landlord owns the property. 
The party who leases the property and agrees to 
pay the rent to the landlord is the tenant.

Note that the person who shows you the 
place you are going to rent may not be the land-
lord. He or she may be the manager of the rental 
property. A Georgia law requires that a tenant 
be given—in writing—the names and addresses 

of the landlord (or appointed agent) and the man-
ager of the rental property in case the tenant 
needs to contact the landlord or manager regard-
ing a problem with the property.

The Lease Agreement
It is a good practice to enter into a written lease 
because the rights and duties of the tenant and 
landlord are then clear in case of a dispute. Under 
the laws of most states, lease agreements for a 
term greater than one year must be in writing. 
Keep in mind, however, that a nonwritten lease 
for less than a year is still binding, so it is impor-
tant to know its terms.

The lease generally states when the tenant 
is to assume possession of the premises (that is, 
the property). It may also state how long the 
tenant’s possession will be. This time period is 
known as the term of the lease. Leases also state 
the amount of rent that the tenant must pay to 
the landlord for use of the property. They state 
when rent is due and sometimes allow for an ex-
tra charge for paying rent after it is due. Restric-
tions on use are also covered. Pets, for example, 
may not be allowed. The lease also covers re-
sponsibilities regarding maintenance, damages, 
and repairs.

Read a lease very carefully before signing it 
(see figure 6-1 for points to check). You may ask 
the landlord to remove, add, or change terms 
in a lease. If you have found defects in the place 
you want to rent, be sure to discuss them. Know 
how they will be dealt with before signing the 
lease or putting down a security deposit. If you 
do not understand the provisions in the lease, ask 
someone you can rely on to explain them.

Types of Tenancies
All leases are not alike. Different types of leases 
create different types of tenancies, or terms of 
possession. Tenancies are generally classified by 
the term of the lease. The most common types 
of tenancies are periodic and at-will.

A periodic tenancy is for a definite term or 
length of time, usually one year or longer. This 
type of tenancy ends without notice on the last 
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day of the term specified in the lease. However, 
many leases allow tenants to extend or renew 
these tenancies.

What if the tenant wants to move before the 
end of the lease?

SITUATION 1 Roland and Rebecca rent an 
apartment for a year. Six months later, Roland 
is transferred to another city. 

Can they sublet (that is, can they rent it to 
someone else for the duration of the lease)? 

If they leave the place vacant, must they pay rent 
to the landlady?

If their lease agreement permits it, the couple 
can sublet the apartment, which means they can 

find someone to move into their apartment and 
assume their lease. They will, however, still be 
responsible for the rent being paid. If there is 
no provision to sublet, the landlady could but 
is not obligated to release Roland and Rebecca 
from their lease. If she will not, they may be li-
able for the rent until the lease ends or until the 
apartment is rented. In Georgia, as in many other 
states, a landlord who leases residential property 
is generally required to try to rent to another 
tenant. (The same is not true for commercial 
property, however.) In the case of U.S. military 
employees, a 1990 Georgia law limits the rent 
liability of these tenants if they move before a 
lease ends because of military orders.

A tenancy-at-will is one in which a landlord 
leases property to a tenant for an indefinite term 
or time period. In such a lease, either the land-
lord or the tenant may end the tenancy at any 
time, with proper notice.

SITUATION 2  Sally rents an apartment for 
an indefinite term. One day, her landlady tells 
her she must be out of the apartment in three 
days. 

Is this demand legal?

Georgia and other states require both land-
lord and tenant to give notice to the other a 
specified number of days before ending a ten-
ancy-at-will. In Georgia, 60 days’ notice from 
the landlord and 30 days’ notice from the tenant 
are required. The landlady could not therefore 
make this demand of Sally.

What happens if a tenant stays in posses-
sion after the lease expires? This situation is 
called a tenancy-at-sufferance. In this case, a 
tenant’s right to occupy depends on the land-
lord. The landlord could start eviction pro-
ceedings against the tenant, agree to another 
tenancy under the exact terms and conditions 
as the lease that ended, or allow a tenancy on 
any other terms.

FIGURE 6-1

Checklist for Renters

Before entering into a tenant-landlord agreement, it is 
important to know the following:

P   Is a lease required? If so, what are its terms?  
What kind of tenancy is established?

P   What is the rent? When must it be paid? Does it 
cover any of the utilities?

P   Will any of the conditions of the lease affect the 
right to quiet enjoyment of the property?

P   What is the current condition of the place?
•  Does everything operate as it should? Check the 

lights, windows, plumbing, kitchen fixtures, doors.

•  Is it in good repair? Does it need painting? Are 
there signs of roof leaks, cracks in walls, etc.?

• Is the property well maintained?

•  Is it secure? Consider lighting of grounds, locks,  
and windows.

•  Are there signs of rodents or insects?

P   Make notes of any defects. Some landlords have 
check sheets for that purpose.

P   What obligations are there for taking care of the 
property? What are the obligations of the landlord?

P   Is a security deposit required?
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Paying the Rent
A lease usually specifies what the amount of rent 
will be. It also states when rent must be paid and 
what might happen if it is not paid. Once ten-
ants start using their leased premises, they must 
pay rent to the landlord in accordance with the 
terms of the lease.

Consider the following situation:

SITUATION 3  Tammie’s rented apartment 
is destroyed by fire. At the beginning of the 
next month, her landlord notifies her that her 
rent is due. 

Must she pay it?

The obligation to pay rent continues through 
the period of the lease. It does not end even if 
the premises are ruined (situation 3). The obli-
gation to pay rent in such a situation would end 
only if it were provided for in the lease. Make 
sure such an “escape” clause is in any lease you 
sign. However, if the lease has no escape clause, 
the tenant can also stop paying rent and vacate 
the premises after going through a process called 
“constructive eviction” (discussed later in this 
chapter).

SITUATION 4  Tim signs a lease renting an 
apartment for a year. It states that the rent is 
$350 per month. Three months into the year, 
he receives a notice that the landlord is raising 
the rent to $375. 

Is this legal?

It is not, unless such raises are allowed in 
the lease. Check to see if the landlord can raise 
the rent during the lease term. The lease may 
provide for raising rent to cover increases in 
utility costs (such as heating, water, or electric-
ity) when such costs are included in the rent. 
Be sure also to find out which utilities the rent 
covers—if any.

SITUATION 5 Harold and Honey didn’t pay 
their rent as due on June 1—the first time they 
were late. On June 3, their landlady sent them a 
notice to move out. They say they should have 
more time to pay. 

Do they have legal rights?

If a tenant fails to pay rent as agreed in the 
lease, the landlord may have the right to dis-
possess (that is, move out or evict) the tenant. 
Many leases allow a grace period of a few days 
from the day rent is due. During this time, the 
tenant may pay the rent and not be evicted. In 
situation 5, if the couple’s lease contained such 
a grace period clause, they would have the time 
specified in the lease to pay their rent without 
being subject to eviction.

A landlord can dispossess a tenant the very 
first time the rent is not paid on time, but some 
landlords are willing to give people a second and 
even a third chance. A landlord who repeatedly 
accepts late rent may give up the right to evict 
tenants who do not pay rent on time because 
continually accepting late payments in effect al-
ters the terms of the contract.

The terms differ for renting residential and 
commercial property.
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Although a landlord has the right to dispos-
sess someone for not paying the rent, he or she 
cannot just throw a tenant off the premises. Nor 
can a landlord try to force tenants out by shut-
ting off heat in winter. A landlord must follow 
the legal procedure for eviction.

The Eviction Process

SITUATION 6 Sam and Sadie have not paid 
their rent for three months. One day, they come 
home to find they have been evicted by the 
landlord and his brothers. Their furniture, clothes, 
and possessions are on the sidewalk. 

Can the landlord legally take such action?

The process of dispossessing a tenant is care-
fully controlled by law. In Georgia, a landlord 
can begin the process in a superior, state, or mag-
istrate court. Landlords usually prefer magistrate 
courts because costs are lower and attorneys are 
not needed.

After the landlord files the eviction claim 
with the court, the court issues a summons. The 
tenant must respond within seven days. If the 
tenant fails to respond, the judge usually decides 
in favor of the landlord. The judge then issues 
an order allowing the marshal or sheriff to evict 
the tenant.

If the tenant responds to the summons within 
the time allowed, the court schedules a hearing. 
The hearing gives the tenant a chance to present 
arguments or defenses against the accusations of 
the landlord. Suppose the tenant has not paid the 
rent. First the landlord must prove that the rent 
was not paid on time. Then, the tenant may raise 
any defenses or claims. A successful defense might 
be that the landlord did not keep the premises in 
good repair or that the landlord failed to provide 
proper heating or cooling or adequate water. It is 
not required for the parties to have attorneys at 
eviction hearings, but having an attorney can be 
very useful if the issue is difficult to prove.

If, after the hearing, the judge decides that 
the landlord does have the right to dispossess 

the tenant, then the judge will order the tenant 
to leave the premises. The tenant may have to 
pay any rent due and court costs. If the tenant 
refuses to leave, the sheriff can physically remove 
the tenant and all of his or her possessions. If the 
judge rules for the tenant, the tenant may stay 
on the premises. The landlord may be liable for 
damages caused by wrongful conduct.

In situation 6, there is no evidence that the 
landlord made use of the court process. He thus 
denied the couple their right to due process of 
law. Further, actual physical eviction must be car-
ried out by a sheriff or deputy sheriff under court 
order. Landlords cannot take such action them-
selves. The legal procedure required to dispos-
sess tenants was developed to protect the rights 
of tenants. Such protection was needed because 
of past abuses by landlords eager to replace low-
paying or problem-causing tenants.

Under Georgia law, landlords can also try to 
collect rent payments through distress warrants. 
Under this procedure, if the judge’s ruling is for 
the landlord, a tenant’s possessions can be sold 
to cover the rent due.

O n l y  t h e  F a c t s
1. Are the following statements true or false?
 a. A tenant rents property to a land-

lord.
 b. All leases must be written.
 c. A tenant-at-will rents for an indefi-

nite period.
 d.  It is not important to read leases 

carefully. 
 e. Eviction hearings are held in pro-

bate courts.
 f. Landlords cannot personally dispossess 

tenants after an eviction hearing.

2. Describe the steps in the eviction  
process.

T h i n k  A b o u t
1. Explain how a lease meets the re-

quirements of a contract.
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2. As a renter, what kind of tenancy 
would seem most advantageous to 
you and why? Which would seem to 
have the least advantages?

3. The eviction process is a way of legally 
settling a dispute. How does it protect 
the landlord? the tenant? Are there   
other, peaceful ways to settle disputes 
between landlords and tenants?

Right to Quiet Enjoyment
Just as a tenant has an obligation to pay rent, the 
landlord also has legal duties (see figure 6-2 for 
duties and rights of landlords and tenants). One 
landlord duty is to allow the tenant “quiet enjoy-
ment” of the premises. Would the events in the 
next situations violate quiet enjoyment?

SITUATION 7 New renters moved into the 
apartment above Tom and Tilly. They play their 
stereo loudly until early in the morning and 
frequently have loud parties. Tom is exhausted. 
He must be at work at 6:00 a.m. Tom and Tilly 
complain to the landlady. 

What is her obligation?

SITUATION 8 Tracy is having a fancy luncheon. 
The landlord bursts in with a pest control op-
erator who has come to spray the apartment 
for insects. Tracy’s guests are upset. Tracy is very 
embarrassed. 

Was the landlord within his rights?

The courts have said that a tenant in an 
apartment building cannot interfere with the 
quiet enjoyment of another tenant. In situation 
7, the landlady should tell the neighbors that 
they must allow Tom and Tilly a quiet time to 
sleep.

Leases frequently give landlords the right of 
access for repairs, inspections, and rent collec-
tions. The right to privacy, however, is another 
part of enjoyment. In general, a landlord cannot 
enter a tenant’s apartment without the tenant’s 
permission (situation 8). Tracy has the right to 
ask her landlord to return at another time to 
spray for bugs. Since no emergency was involved, 
he should have asked Tracy to allow him to enter 
her apartment.

A landlord’s rules and regulations for use of 
the property may be written in the lease. Such 
rules can affect enjoyment of the property. They 

FIGURE 6-2

Rental Rights and Responsibilities

Tenant Rights Landlord Rights
Use, possess, and control premises Have rent paid on time
Have quiet enjoyment of premises Have premises returned in good condition at end of lease
Expect repairs within a reasonable time Keep a security deposit for unpaid rent or property damage
Be protected from eviction except by legal process Legally evict a tenant who doesn’t pay rent, respect lease  
 terms, or vacate when lease is over

Tenant Responsibilities Landlord Responsibilities
Pay rent on time Keep premises in good repair
Obey terms of lease Obey terms of lease
Take reasonable care of premises See that premises meet housing codes
Pay for damages beyond normal wear and tear Ensure quiet enjoyment of premises



74 CIVIL LAW

may determine where a tenant can keep a bicy-
cle or when a laundry facility can be used. They 
may determine whether a tenant can nail or tape 
posters to walls. They may prohibit pets. Be 
sure to read these rules before signing a lease.

Repair and Care
Landlords have obligations to make repairs. 
They must maintain the safe conditions of the 
rental unit. Tenants also have responsibilities 
to care for the property they rent. Sometimes 
written leases clearly state the repair duties of 
the landlord and the tenant. Other times they 
do not.

As a general rule, a tenant does not have to 
repair or replace items broken by ordinary wear 
and tear. Nor is a tenant obliged to repair dam-
ages caused by fire or other casualties. However, 
repair of damage (beyond normal wear and tear) 
caused by the tenants, their families, or their 
guests is the responsibility of the tenant.

There may be defects in the premises known 
to the landlord but unknown to the tenant when 
he or she takes possession. The landlord must 
repair such defects. Sometimes the defects are 
obvious to both parties when they sign the lease. 
The landlord has a duty to repair any unsafe 
conditions that violate housing codes or other 
laws.

In each of the following situations, who do 
you think would be responsible for the repairs?

SITUATION 9 Tina is showering in her apart-
ment one morning. All the water pressure is 
suddenly lost. She discovers a hole in the rusted 
water pipe and reports the problem to her 
landlord. He tells Tina to get it fixed herself.

SITUATION 10  During a fierce storm, the 
branch of a falling tree smashes Cheryl’s bed-
room window. Her table by the window is dam-
aged by the rain.

SITUATION 11  Before renting to Toby, the 
landlord shows him a defective gas heater in 
the bedroom. Toby agrees to rent the unit 
“as is.”

In situation 9, the landlord would have to re-
pair the damages. A rusted water pipe would be 
considered ordinary wear and tear. Tina would 
not have to make the repair or pay for it. In sit-
uation 10, the landlord would be obligated to 
repair the premises, but Cheryl would have to 
pay for repairing her own table. In situation 11, 
Toby knew of the problem before he rented the 
apartment. However, to make the residence safe, 
the landlord would have an obligation to repair 
a potentially dangerous defect, such as the gas 
heater.

A landlord is not obliged to inspect leased 
property to discover defects that arise during 
a tenancy. The landlord’s duty is to repair such 
defects during the tenancy only when told about 
them.

What Can the Tenant Do?
What can a tenant do if a landlord fails to re-
pair the premises when obligated to do so? Some 
communities have associations that help settle 
landlord-tenant disputes. Private tenant organi-
zations also can be helpful. These organizations 
may represent an apartment complex or group of 
homes. What if no such organizations exist? 

SITUATION 12 Ted has repeatedly asked his 
landlord to repair the plumbing. For some time 
there has been no hot water. He also wants 
the cracks in the walls plastered. The landlord 
has not done anything. Ted’s friends give him 
different advice.
 a. Report the landlord for violating the housing 

code.
 b. Make the repairs and ask the landlord for 

reimbursement.
 c. Withhold rent until the repairs are made.
 d. Sue the landlord.
 e. Break the lease and move.

Legally, Ted could pursue some of these op-
tions. However, he should consult an attorney 
before proceeding with any action, except for 
the first option. Ted has every right to report 
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the landlord to the government office in charge 
of housing code violations. Many Georgia cit-
ies and counties have enacted housing codes that 
regulate the condition of houses and apartments 
after they are built. These codes help to ensure 
that people’s homes and neighborhoods are safe 
to live in. They spell out the requirements for 
rental property.

The appropriate authority can require and 
force a landlord to comply with the housing code. 
It can also impose a fine or other sanctions on a 
landlord (see figure 6-3). However, in order for 
the housing authority to correct the problem, 
the tenant must first notify it of the problem. 
Tenants are often reluctant to do so.

Landlords may also be held liable for any in-
juries sustained by tenants as a result of housing 
code violations. Let’s look again at the example 
of Ted. What if the housing code required hot 
water to make an apartment habitable, and Ted 
got pneumonia from being able to take only cold 
showers? Ted could sue the landlord for violat-
ing a duty created by the applicable housing code 
provision.

Option 12b is for Ted to make the repairs 
himself and to then ask the landlord for repay-
ment. What if the landlord fails to repay Ted for 
his repair expenses? Ted may deduct reasonable 
costs of the repairs from the next month’s rent.

Ted can also refuse to pay rent. He can wait 
for the landlord to sue for the unpaid rent. What 
if his claims for damage for failure to repair are 
more than the landlord’s rent claims? Ted may 
then stay in possession and receive the excess 
money. What if the rent claims exceed Ted’s 
claims for damages? In that case, he would be 
liable for the excess rent. Also, Ted can contin-
ue to pay rent and sue the landlord for damages 
caused by the failure to repair.

SITUATION 13 Tina is bathing her child in the 
bathroom of her apartment. Suddenly the floor 
next to the tub collapses. Tina sues the owner 
and manager of her apartment for the injuries 
she sustained when this happened. 

What types of damages may Tina receive?

As an injured party, Tina could receive com-
pensatory damages. These awards are made to 
pay the party for loss or injury in two ways. First, 
they repay any out-of-pocket loss such as medical 
bills and/or lost wages. Second, compensatory 
damages are paid for pain and suffering. Tina 
could receive punitive damages, too. Punitive 
damages are intended to punish a defendant 
and to deter him or her from acting in a similar 

FIGURE 6-3

How Housing Codes Are Enforced 

C O M P L A I N T

Housing Inspection

Violation of Housing
Code Found

Violation Notice
Mailed

Reinspection

Informal Hearing

Violation
is Corrected

Legal Action at City
Court to Achieve

Compliance with Code

30
days

with owner, housing inspector, head
of city inspection department, and
city attorney to work out problem

If after three notices and inspections
within a 120-day period the violation
has not been corrected, then
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way in the future. They are only awarded if the 
defendant’s conduct is especially bad. For ex-
ample, if the landlord knew the floor was about 
to cave in and did nothing, Tina might receive 
a punitive damage award.

Generally, a landlord’s failure to fulfill his or 
her duty to repair the premises does not neces-
sarily mean a tenant can terminate the lease. But 
what if the defect is so severe that the premises 
cannot be lived in safely? Unless the property 
can be restored to a fit condition by ordinary 
repairs, the tenant may legally break the lease. 
This process is known as constructive eviction. 
To use it, Ted should declare the apartment un-
suitable to live in; he should have evidence to 
prove in court why it is unsuitable; and, if the 
apartment is truly unsuitable, Ted should va-
cate the premises. If he continued to live there, 
it could be argued that the apartment is suitable 
for human habitation.

Security Deposits
In Georgia as in other states, a landlord may re-
quire that a tenant pay a security deposit before 
the tenant takes possession of the leased prop-
erty. The security deposit can be used to com-
pensate the landlord for damages beyond normal 
wear and tear caused by tenants or their guests. 
The landlord may also keep the deposit if the 
tenant fails to pay rent or moves out before the 
lease ends.

The law pertaining to security deposits is very 
strict. Landlords who fail to meet the require-
ments can forfeit any right to keep the deposit 
and/or to sue the tenant for property damages. 

Special provisions of Georgia law apply to 
landlords who own more than 10 rental units 
or who employ a rental management company. 
They must inspect their property before and 
after each tenant occupies it. After each inspec-
tion, they must present the tenant with a list of 
damages to the premises. The tenant has the 
right to inspect the premises and to agree or 
disagree with the landlord’s list.

Within a month of the time a tenant leaves 
the property (or at the end of a lease), a landlord 

holding a security deposit must do one of two 
things. He must return the security deposit or 
explain in writing why any of it has been kept. 
None of the security deposit may be kept to 
cover normal wear and tear. If any of the secu-
rity deposit is withheld improperly, the landlord 
may be liable to the tenant for an amount three 
times that withheld, as well as attorney’s fees.

The question of what is normal wear and 
tear is not always clear. To illustrate, look at the 
damages in situation 14. Consider them from 
the point of view of landlord and tenant. Would 
they be normal wear and tear?

SITUATION 14

a. Stains on a carpet.
b. Living room walls painted in zigzag black and 

pink stripes.
c. Nail holes for hanging pictures throughout 

the house.
d. A missing chandelier.
e. A filthy apartment. Decaying food and trash 

throughout.

Worn places on floors, nail holes for pic-
tures, and occasional stains could all be consid-
ered normal wear and tear. However, tenants 
do not have the right to remove permanent fix-
tures, and landlords can expect premises to be 
left relatively clean. Depending on the terms of 
the lease, redecorating and putting nails in walls 
to hang pictures, as in options 14b and 14c, may 
be prohibited. 

Public Housing
Various governmental programs exist to help 
people with low incomes obtain adequate hous-
ing. One major program established by federal 
law uses tax monies to build low-income housing 
that is owned and managed by a city or county 
housing authority.

Public housing is not available to everyone. 
Generally, participants must be families or el-
derly, handicapped, or disabled persons. They 
must not receive more than the maximum in-
come set by law.
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In public housing, the government often pays 
part or all of the monthly rent. Typically, tenants 
pay 30 percent of their monthly net income to-
ward rent, and the federal government pays the 
rest. Local housing authorities regularly examine 
the incomes of all tenants and adjust the rents as 
tenants’ incomes change. They may also evict fam-
ilies whose incomes have risen above the limit al-
lowed, if alternative private housing is available.

Eligible tenants cannot be evicted from pub-
lic housing except for good cause. Good cause in-
cludes a serious or repeated violation of the lease. 
Examples would be using illegal drugs in or near 
a public housing project or not paying rent.

O n l y  t h e  F a c t s
1. What are the responsibilities of a ten-

ant in renting property? What are the 
responsibilities of a landlord?

2. Explain what kind of damages a tenant 
is responsible for.  What kind is the 
landlord’s responsibility?

3. Name three actions a tenant might take if a 
landlord does not make necessary repairs.

4. What is a security deposit?

T h i n k  A b o u t
1. Why is it so important for a tenant to 

read a lease carefully?
2. It has been said that leases are writ-

ten to protect the landlord’s interests. 
Why would this statement be true? 
Who needs the most protection— 
the landlord or the tenant?

3. Should landlords be responsible for 
the safety of their tenants in regard 
to crime? Consider this question 
from both the tenant’s and landlord’s 
viewpoint. What precautions should 
be the landlord’s responsibility re-
garding grounds? common areas like 
hallways? doors and locks? lighting?  
burglar alarms? security guards?

BUYING REAL PROPERTY

What to Buy?
Homer and Helen have been married for about 
five years. They have rented several apartments. 
They would like a home of their own.

What kind of property should they buy? For 
Homer and Helen, a big factor is cost. They have 
saved about $6,500 for a down payment. They 
know that banks are unlikely to give a home loan 
for more than two and a half to three times the 
purchaser’s annual salary. Their combined in-
come is $41,000 a year.

Homer and Helen have dreamed of a house 
with a yard, but they wonder if they could bet-
ter afford a mobile home or a condominium. 
They do not know very much about condomin-
ium ownership.

A condominium (or “condo”) is an individu-
ally owned dwelling unit in a complex of such 
units. Each condo owner owns a share of the com-
mon property of the complex. Common property 
might be a laundry, swimming pool, or landscaped 
grounds. The condo owner pays a monthly main-
tenance fee to care for this property.

Georgia law requires that two documents be 
prepared for each condo development. One doc-
ument is the bylaws of the owners’ association. 
This document is needed for various reasons, 
including the fact that there are multiple owners 
in one complex, all of whom have rights and re-
sponsibilities associated with the common prop-
erty. The other document is the master deed. 
Both should be read carefully so that purchasers 
know what to expect. Otherwise, a new condo 
owner might be surprised to learn that there 
are certain regulations regarding property use, 
such as that owners cannot keep pets or play loud 
music late at night.

Homer and Helen also look into buying a 
mobile home. When they have finished their 
investigations, they discuss what they should do. 
Should they buy now or continue to rent? What 
are the advantages and disadvantages of the dif-
ferent kinds of homes? They make a chart similar 
to that in figure 6-4.
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Homer and Helen decide they really want a 
house with a yard. Helen wants to garden, and 
Homer would like to have a dog. They decide 
to try to find a house they can afford.

Looking for a House
Selecting a home typically involves a real estate 
broker or agent. The broker brings the purchaser 
and seller together to negotiate the sale. Gener-
ally, the real estate broker is paid by the seller 
through a brokerage commission. In Georgia, 
this commission typically equals 6 to 7 percent 
of the total purchase price of the home.

A local real estate agent helps Homer and 
Helen look for houses. Finally, they find a house 
they like at a price they can afford. It is a small, 
white frame house with three bedrooms and one 
and a half bathrooms. There are large oak trees 

in the yard. The house is in a neighborhood con-
venient to their jobs. All of the houses in the 
neighborhood look well cared for.

There are several steps the couple must fol-
low to get the house:

 1 Inspecting the Property

A friend advises them that before making an of-
fer for the house, they should

• inspect it very carefully, inside and out.
•  look for signs of breaks and leaks, wear 

and tear.
• have it inspected for termites.
•  ask the age of the roof and the heating 

system.
• be certain of the boundaries.

Private  
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• find out about easements and zoning reg-
ulations.

•  find out if things that are not fixtures (such 
as a refrigerator or porch swing) go with 
the house.

As a result of the inspection, Homer and 
Helen discover that some of the plumbing is in 
need of repair. The seller agrees to have the re-
pairs done. 

 2 Signing the Purchase Contract

Homer and Helen make an offer for the house, 
which the seller accepts. The realtor prepares a 
contract for the transaction.

A written contract for buying real property 
is required by law. The contract makes the sale 
enforceable should there be a legal dispute. The 
contract should include all the terms of the sale. 
Usual terms of a contract include

•  description of the property, including all 
fixtures to be retained by the seller.

• official location of the property.
•  purchase price.
•  sale costs for buyer and seller.
•  commission for real estate agent.
•  actions seller must make (such as repairs).
•  amount and conditions for earnest money.

 3 Depositing Earnest Money

Earnest money essentially is a good faith deposit 
paid to the seller upon the signing of the con-
tract. It is applied toward the total purchase price 
when the sale is closed. What if the actual sale 
does not occur for reasons that are not the fault 
of either the purchaser or the seller? Usually the 
earnest money is then refunded to the purchaser. 
It is important that there be a contract clause that 
makes earnest money refundable. If the contract 
is breached (or broken) by the purchaser, he or 
she usually forfeits the earnest money. The seller 
keeps it as payment of any damages caused by 
the purchaser’s breach.

 4 Obtaining Funding

Like most people, Homer and Helen do not have 
enough money to pay the entire price of a home. 
They must therefore shop for a loan.

Loans for homes are called mortgage loans. 
They are one kind of credit. Mortgage loans are 
secured loans (see the discussion in chapter 5). 
The property (that is, the house and the land it 
is built on) becomes the collateral needed to se-
cure the loan.

As a general rule, a mortgage loan is tak-
en out for a long period of time, typically 15 
to 30 years. The homeowner borrows a specif-
ic amount of money for this time period. The 
amount borrowed is known as the principal. The 
period of years for which the loan is made is 
known as the term of the loan. The principal is 
paid back over the term of the loan at a particu-
lar rate of interest. The length of the term influ-
ences the amount of monthly payments. Homer 
and Helen know that these payments shouldn’t 
be more than 20 to 25 percent of their income.

Through most of the years of payment, a 
high percentage of the monthly payment goes to 
pay the interest rather than the principal amount 

Home buyers may finance their purchase with 
a mortgage loan. What percentage of their 
income should their monthly payments be?
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of the loan. Suppose Homer and Helen obtain 
a 30-year loan of $75,000 on the house at 8 per-
cent. Of the first monthly payment of $550.32, 
$500.00 would be interest. Truth in Lending 
laws require that borrowers be informed of these 
figures prior to taking the loan.

In the past, most mortgage loans were at 
fixed interest rates; that is, the monthly pay-
ments were the same over the term of the loan. 
Recent years have been less stable economically. 
Lenders have found this kind of mortgage lend-
ing unprofitable. They have created new types of 
mortgages with adjustable and variable interest 
rates. This variety of mortgages makes home-
loan shopping more complex.

Most home loans come from banks and sav-
ings and loan associations. Several federal gov-
ernment aid programs assist buyers in getting 
loans. The Federal Housing Administration 
(FHA) and Veterans Administration (VA) both 
insure home loans. This insurance encourages 
banks to lend to people whose loans they might 
not otherwise approve. FHA and VA loans allow 
lower down payments and usually have lower in-
terest rates. VA loans are only available to veter-
ans of the armed forces.

The Georgia Residential Finance Authority 
offers low-interest mortgage loans for eligible 
low- and moderate-income borrowers. How-
ever, there are geographical as well as income 
restrictions. In addition, persons convicted of 
certain illegal drug activities are not eligible to 
participate in the program.

 5 Checking the Title

Besides trying to arrange for financing the house 
by obtaining a mortgage loan, Homer and Helen 
hire an attorney to examine the title of the prop-
erty they are buying. A title is one’s right to 
ownership of a particular piece of real property. 
The title examination (or search) is critical for 
the homebuyer. It is important to know that 
the seller is the sole and rightful owner of the 
property and that there are no problems with 
the title.

A title search involves tracing the chain of 
ownership of the property. In Georgia, the search 
covers 50 years. The searcher looks to see that 
no one else besides the seller has any claim or 
right to the property.

The searcher also looks to see that there are 
no defects in the seller’s title. A defect in the title 
might be taxes owed on the property. Another 
defect might be the right of other people to use 
part of the property as a driveway. In other words, 
a title defect concerns anything that might in-
terfere with the purchaser’s use and enjoyment 
of the property.

 6 Closing the Sale

Homer and Helen have arranged a loan with a 
local lending company, and the title search shows 
that the seller has a clear title to the property. It is 
time for the closing, or settlement of the sale.

Federal law requires that the buyers be noti-
fied of the closing costs at least 24 hours before 

Building a home involves certain legal con-
siderations, such as the builder’s contract and 
local building codes.
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the closing. These costs may include fees for the 
loan application, property appraisal, title search, 
attorney’s fees, and title insurance. (Title insur-
ance protects a buyer against any claim over-
looked in the search.) Generally, the buyer must 
be prepared to pay these fees and the agreed-
upon down payment on the house. The lender 
pays the remainder of the cost of the house. The 
seller will pay the real estate agent’s fee and title 
transfer. At the closing, the documents are signed 
that complete the sale.

 7 Recording the Documents

The document that represents the passing of 
ownership from the seller to the purchaser is 
the deed. The deed states that for a particular 
sum of money, the seller grants (or conveys) to 
the purchaser the property described. Once the 
deed is signed by the seller and handed to the 
purchaser, the purchaser becomes the owner of 
the property.

When the purchaser finances the property 
with a mortgage, another document is required. 
This document is known in Georgia as a deed 
to secure debt. This deed establishes the new 
buyer’s property as collateral for the loan. The 
deed to secure debt is executed (or signed) by the 
purchaser and given to the lender.

After the sale is closed, the signed documents 
must be recorded at the local courthouse. By re-
cording each real property sale, land records can 
be safely and centrally maintained.

Now, at last, Homer and Helen own their 
home. 

If You Can’t Repay the Loan
If a mortgage loan is not repaid as agreed, the 
mortgage lender may obtain the collateral and 
sell it to satisfy the debt. This process is known 
as foreclosure.

Suppose Bill buys a house. Several years 
later, he loses his job. His wife’s salary is low. 
They miss several payments on their house. 
Shortly thereafter, Bill receives a notice from 
the bank stating that an ad will be placed in the 
county newspaper announcing that the house is 

to be sold at foreclosure. The sale will occur on 
the courthouse steps on the first Tuesday of the 
month.

As in other legal processes, notification is 
very important. It gives Bill time to try to get 
some money to make the payments or satisfy 
the bank. It gives him time to find out if he has 
any grounds for legal action to prevent fore-
closure.

If Bill does nothing, the house may be sold at 
public outcry (that is, at a public sale). A person 
buying the house would pay an amount equal to 
the unpaid principal on Bill’s loan, plus interest 
and debt collection costs. In this scenario, Bill 
and his family would lose their home and the 
money invested in it.

Note that property can also be seized and 
sold at public sale by a county government to 
meet unpaid property tax debts. Delinquent 
taxpayers (that is, those who fail to pay the tax 
assessed on their house) must also be notified 
before the sale.

Once you decide to buy a home, it is impor-
tant to be aware of the legal steps and the finan-
cial demands of purchasing it. A lack of knowl-
edge can result in financial loss and hardship.

O n l y  t h e  F a c t s
1. How does ownership of a condomini-

um differ from that of a private home?
2. List steps in buying a house.
3. Explain the reason for a title search.
4. Correct any errors in the following 

statements.
 a. At a closing, the purchase agree-

ment is signed.
 b. The process by which a landlord 

obtains the collateral of a tenant 
and sells it to pay the debt is called 
foreclosure.

 c. A deed is a document representing 
the passing of property ownership 
from the seller to the buyer.

 d. A mortgage is not a form of credit.
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T h i n k  A b o u t
1. Review the requirements for a con- 

tract. Explain how a house purchase 
agreement meets these requirements.

2. Explain how the rights of a seller, 
buyer, and lender in a sale of real 
property are protected.

3. Look back at chapter 4. How does the 
advice to buyers of personal property 
apply to buyers of real property?

USING REAL PROPERTY
You will recall that Homer and Helen recently 
bought a house. Can they use it in whatever way 
they wish? Suppose they want to use part of it for 
a beauty shop? Suppose they want to raise chickens 
in the backyard or build a greenhouse? Can they 
do these things? After all, one of the reasons for 
buying a house is to be able to use it as you wish.

Over time—particularly as populations have 
increased—people have found it necessary to 
regulate the use of real property. Limits on use 
of property often reflect the line between the 
rights of the individual and the rights of others 
(see figure 6-5). Some of the reasons are to make 
certain that

• a noisy or smelly factory can’t locate next 
to your house.

• you have parks and woods to play in.
• you have water and air that is clean and 

safe.
• your new house won’t fall down because 

of faulty construction.
• you can live wherever you want, regardless 

of your race or national origin.

These needs have resulted in various local, 
state, and federal laws. Laws regulating or influ-
encing land and property use include (1) zoning 
regulations, (2) subdivision covenants, (3) ease-

FIGURE 6-5

Whose Side of the Fence Are You On?

Whose rights should prevail? Can you suggest any general rule for judging these disputes?  Where do one person’s rights  
end and another’s begin? Would these problems arise in a society with fewer people spread farther apart?

Resident Says

I’m paying money to rent this apartment. I should be 
able to do what I want in it. I need the cash I get from 
building and selling cabinets. Sometimes I have to work 
late to finish an order.

All my life, I’ve wanted to own a house with a little land 
around it. My dream was to raise some chickens and 
keep a few goats.

I don’t understand: What’s wrong with having a business 
in my house? I own the place. And this is just a small ice 
cream shop. It gives the neighborhood teens a whole-
some place to go.

Why can’t I dump the wastes from my plant into the 
river? I pay taxes like everyone else. Why should I get 
stuck paying for fancy filters? Mind you, I’m talking about 
a very small amount of waste.

Neighbor Says

Listen, I pay rent, too! I can’t get any rest. I can’t even 
enjoy a quiet evening at home. My neighbor is always 
hammering or running that noisy power saw. Sometimes 
the noise doesn’t stop until midnight.

I’m sorry, but the rules of this subdivision are clear :  
No chickens, no goats. Besides, they are noisy and smelly.  
I don’t want to live beside a barnyard.

What’s wrong with it? This is a neighborhood zoned for 
single family homes. If I had wanted to buy a house next 
to a noisy restaurant, I wouldn’t be living here. Look at  
the cars parked all over the lawns. You should see the 
trash the kids throw out.

Hey, my kids swim in that river. I want it to be safe for 
them. One of my pals likes to fish there. Some communi-
ties even get their drinking water from it.
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ments, which relate to the use of one person’s 
land by another, (4) building and housing codes, 
(5) environmental regulations, and (6) antidis-
crimination laws. As you read about these laws, 
think about why they are needed.

Zoning Regulations
Zoning regulations are city and county laws that 
limit the purposes for which property owners 
can use their land and property. They may also 
restrict the height and size of buildings on pieces 
of land.

Why are there zoning regulations? Imagine 
what would happen if people could use their land 
for any purpose, without regard for others. You 
could wake up one day to find your house in the 
middle of a dump or surrounded by paper mills. 
Zoning laws prevent these scenarios and pro-
mote organized land use.

Generally speaking, zoning regulations func-
tion as follows. A county or city first makes a 
master zoning plan. In the case of a city, the mas-
ter plan is actually a large map that divides the 
city into areas. Each area has a particular zoning 
designation (see figure 6-6). For example, the 
city outskirts may be largely rural. They may 
be zoned A-1 (small agricultural). The use of 
the property would be confined to small farms. 
More central areas of the city may be zoned R-1 
for single-family residences or R-5 for multifam-
ily residences. Other areas may be zoned C-1 
for commercial or industrial uses. In addition to 
land-use limitations in a particular zone, there 
would be various building size, height, and use 
restrictions.

Sometimes property owners try to get an 
area rezoned to a different designation so that 
it can be used for purposes other than those 

FIGURE 6-6

Part of a Zoning Map

Several of the following types of zoned areas 
can be found on the portion of a zoning map, 
at right.

R-1 Single Family Residential
R-2 Single Family Residential
R-3 Single Family Residential
R-4 One and Two Family Residential
R-5 Multifamily Residential

L-B Local Business
G-B General Business
C-B-D Central Business District

0-1 Office-Institutional
M-1 Limited Industrial
M-2 General Industrial

GD-300 Planned Commercial
GD-400 Planned Residential Area
GD-500 Planned Office-Institutional
R-5H High-Rise Multifamily Residential

O-l-B Office Institutional Business
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allowed under the current zoning plan. Other 
times, they may ask for a zoning variance for part 
of an area. A variance is similar to an exception 
to a rule. It allows part of an area to be used in a 
way that is not generally allowed under the zon-
ing plan. Typically the people affected will have 
strong feelings for or against proposed rezoning 
or requests for variance. For instance, they may 
not want apartments in their neighborhood of 
single-family houses. They may object to a store 
selling liquor near a school or church. In your 
local media, you may find news of people sup-
porting or protesting zoning actions.

Subdivision Covenants
Subdivision covenants also regulate the use of 
land and property. These covenants often are 
found in organized residential subdivisions or 
neighborhoods. They form a kind of compact 
among property owners and sometimes property 
developers. Although similar to zoning regula-
tions, they are private restrictions on land use. 
The restrictions are not imposed by government 
laws. Their legal force would be like those of a 
contract.

A main purpose of covenants is to keep 
neighborhoods attractive and pleasant. They 
may require all residences to be a minimum size 
or restrict the use of certain materials or colors 
on exterior buildings, for example.

Easements
When a property owner does not have access to 
a public road, legal permission may be needed 
to cross a neighbor’s property in order to gain 
access. In such a situation, the neighbor may 
grant permission in the form of a legal docu-
ment similar to a deed that is recorded at the 
courthouse. The document, together with the 
rights it grants, is called an easement. Ease-
ments may also be granted in situations in 
which adjoining property owners share a com-
mon driveway. Furthermore, utility companies 
must obtain easements for their power or phone 
lines.

Building Codes

Permits are required for construction in com-
munities because local governments have build-
ing codes as well as housing codes (discussed 
earlier in this chapter). Building codes are laws 
that specify certain standards for constructing, 
altering, and repairing buildings. Their pur-
pose is to see that buildings are soundly con-
structed of proper materials. They also ensure 
that electrical, plumbing, heating, and air con-
ditioning fixtures are appropriate and properly 
installed.

Before building, construction plans must be 
submitted to the city or county’s inspection de-
partment. They are checked to see if the stan-
dards will be met. If so, a permit is issued. Inspec-
tions are made during construction to be sure 
that work is carried out according to plans.

Environmental Regulations

Pollution has increased. Garbage is becoming 
unmanageable. Resources such as water are be-
coming more limited. Natural areas such as parks, 
woods, and wetlands are threatened by devel-
opment. Not surprisingly, laws must be passed 
to protect the environment. Many of these laws 
directly affect real property ownership.

Some laws are intended to improve air qual-
ity. An example is a local ordinance that prohib-
its burning out-of-doors. Other laws and regu-
lations concern water. For purer water, a 1990 
Georgia law requires stricter control of sew-
age treatment facilities and sewage discharge. 
Also, buildings built after 1990 are required to 
have toilets and showerheads that save water. 
To protect plants, animals, and water, govern-
ment agencies regulate the use of farm chem-
icals. They also monitor uses of land where 
endangered species live.

The issue of environmental regulation gen-
erally has to do with the public good versus the 
right to private use of property. This controversy 
has become more significant with increases in 
population, zoning concerns, and environmental 
regulations protecting land, air, and water.
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Antidiscrimination Laws
The Federal Fair Housing Act forbids discrimi-
nation because of race, color, sex, national ori-
gin, handicap, or familial status. (Familial status 
is another way of saying families with children.) 
Generally the act covers the sale, rental, or ad-
vertising of dwellings. It applies to landlords who 
own more than three rental units or who adver-
tise their units.

In 1990, Georgia passed a fair housing law 
similar to the Federal Fair Housing Act. It also 
prohibits discrimination in making appraisals or 
loans for purchasing, constructing, or repairing 
residential property.

When someone believes they have been dis-
criminated against, they can file complaints un-
der either the federal or state fair housing laws. 
(Federal complaints are filed with an agency of 
the U.S. Department of Housing and Urban 
Development. A complaint about a violation of 
state law would be made to the Fair Housing 
Division of the state Office of Fair Employment 
Practices.) Alternatively, the person could take 
the claim to court.

O n l y  t h e  F a c t s
1. Define the following: (a) zoning master 

plan, (b) variance, (c) subdivision cov-
enant, (d) easement, (e) building code.

2. What is the basic difference between 
a housing code and a building code?

3. Name a law that helps prevent dis-
crimination in housing. What rights are 
protected by the law?

T h i n k  A b o u t
1. Many environmental regulations affect 

uses of property. In what ways does 
the need to protect the environment 
relate to growing population?

2. Rights of property owners are re-
stricted by some of the laws regulat-
ing land use. What, if any, benefits do 
the property owners gain from these 
laws?

SUMMING UP

During your life, you will probably be involved 
more than once in renting and/or buying a place 
to live. It is important to be aware of your finan-
cial limits and to understand the legal duties and 
rights of the leases or contracts you sign. 

Enjoying your property may also depend 
upon knowing your rights and responsibilities 
in using it. Limits on use of property often reflect 
a balance between the rights of various people 
(including landlords and tenants, homebuyers 
and sellers, and neighbors). When people lived 
farther apart, their rights to use property didn’t 
conflict as much as they do today. Many of our 
laws governing use of property reflect popula-
tion growth. Almost every prediction points to 
increases in populations and decreases in avail-
able land. How do you think these changes will 
affect laws concerning real property? 




