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Landlord – Tenant Issues: A: Legal Opinion

Improvement by Tenant
By Chris Benis, RHA Legal Counsel
Q
We had a tenant in a single family home who wanted to
rent the home, but also for permission to make some improvements
(at his cost). Some of these were pretty extensive upgrades. We have
permission for them to :) install hard wood floors 2) replace the carpeting; and 3) to paint the interior using custom colors. The estimated cost of these upgrades was $7,500.
Except for permission to do this work, the lease was in our standard
form and was for a one year term. We recently notified the tenant
that we will not be renewing the lease when it expires, as we plan to
sell the home. In response we just received a letter from an attorney,
threatening to sue us, because he says we promised to sell the house
to the tenant. We never discussed selling them the house. This is
crazy! What should we do?
A
I’ll reply to your questions in two ways. I’ll look at the
general business issue first, and then the legal issue. You say that
you never mentioned to the tenant that they had the right to buy the
house. Yet, there must have been some reason that the tenant was
willing to substantially upgrade your home, and in exchange only
receive a standard 12 month lease. What was that reason? I can
imagine perhaps the home was in poor repair
(at least cosmetically) and that you were charging a low rent in consideration of that
condition. Consistant with that, I can see a tenant who would not
mind making their own upgrades to the property, where the total
housing cost ( after amortizing the improvements over 12 months)
was still a reasonable rental rate. While I can, as I said “imagine”
that scenario, I question how likely it in fact would be. In fact, I
would challenge you that something must have been said about your
plans to sell the home and perhaps their interest in buying it. Moreover, I sure hope that you didn’t exploit their interests in purchasing
the home to get some free upgrades “on the tenant’s dime.” Since I
wasn’t there, I can only speculate, but I hope that you questioned
why the tenants were willing to spend thousands of dollars to upgrade your home. In summary, I believe you are at least partly to
blame for the tenants’ expectations.
Turning to the legalities of the situation, there is a law in Washington called the Statue of Frauds, and this law requires that agreement
to purchase or sell property be in writing and include certain minimal information. The purpose of the law is to make folks recognize
that contracts to sell real estate are different than many other types
of contracts. In your case, your position would be that the claim that
you orally agreed to sell them the home is prohibited by the Statue
of Frauds.
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However, there are exceptions to the Statue of Frauds, essentially
lessening or eliminating the formal requirements for real estate purchase and sale agreements, where it would be “equitable” to do so.
One of the more common exceptions to the Statue of Frauds is “the
doctrine if part performance.” This exception governs the commonsensical situation where there are sufficient surrounding circumstances that an agreement existed to provide a legal substitute for
the ordinarily required written Agreement. That seems to be exactly
what the tenant’s attorney is arguing. In this case, that there must
have been something more that was agreed to (than a mere 12
month lease) for a tenant to improve your property. You will want
to retain an attorney to fully analyze the facts of this case and respond to the tenant’s attorney on your behalf.
You would have been much better off making the improvement to
the home yourself, and adjusting the rental rate accordingly.

Christopher T. Benis, RHA legal counsel, is a partner with Harrison, Benis &
Spence, LLP His law practice emphasizes representation of a property management
firms, individual real estate investors, real estate brokerages, design professionals,
and construction companies. He is a regular speaker and author on topics related to
property management.

ORCA ‘WISDOM’
“Success is the good fortune that comes from aspiration, desperation, perspiration and inspiration.”
-Evan Esar

Position Available
Tenant Certification Specialist - Full Time
position in East King County, WA. Experience desired in Affordable housing tenant
certifications. Must be a great communicator
with attention to detail. Salary DOE. Email
Rebekah at: rebekahn@orcainfo-com.com
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New Features
Orca has updated our posting site with new features. Not only do you
have the capability to view your reports online. Now, you can also
upload documents alongside the report.
You can upload:






Copy of Driver’s Licenses
Applications
Notices
Leases
Etc.
The possibilities are endless.

In addition to the above, documents will now remain on your posting
site for up to 5 years instead of 2 year limit.
If you have any questions on the new system, contact our website
Department via email at: admin@orcainfo-com.com

Office Closure Notice
In celebration of Labor Day our office will be closed on
September 1st, 2014

“We can tell you more about them than their mother”~ 800-341-0022 / 360-588-1633 ~ www.orcainformation.com

