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COURSE INTRODUCTION

Overview of Property Ownership and Management

The Independent Rental Owner Professional in property
management. The IROP serves as public relatig r, chief financial
officer, marketing director, and operations 13 . Ma proficient in some
others. The key to
success is to be informed in all are C anagement; knowing where to go to
obtain the information that is neede ' kun the business. This text is designed

The Independent Rental nal course(s), hosted by local apartment
association affiliat rmation and insight into each topic in this
guide. The class d by subject matter experts who provide real-life

experiences, tips, S nd advice. The National Apartment Association

provides Web site r pport to local affiliates who can provide a wealth of
resou

Owfillhg an all investment properties has made many people financially
inde , owning rental property will not guarantee financial independence;

even good properf#@8 may not generate cash flow. To make money, the owner needs to
practice erty management skills and techniques. The owner will attract and
retain good residents, collect the rent on time, maintain the physical structure of the
property, and most importantly, effectively interact with residents. The goal for a
successful property owner is to maintain the asset and increase its value.



Course Objectives:

As a result of completing each module in this course, you will be able to:

= Review the key elements that result in successful independent rental unit
ownership.

= Follow a recommended framework for budget preparation omplegn.
= Locate resources for tax benefits and guidelines.
= Assess your property for risk exposure.

= Follow legal guidelines for hiring employees.
= Follow successful rental unit turnkey prg
= Establish rental rates based on may and su and demand.

» Locate resources to assist yous selal®’ day management of your assets.

da.

nagement, including budgeting, forecasting, marketing, and
u will enjoy the numerous rewards and benefits of property
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CHAPTER 1 —BUDGETS & FINANCIAL MANAGEMENT
FINANCIAL MANAGEMENT

Keeping track of a property's financial condition is critical to the overall success of the
business. Accounting methods need to be thorough and up-to-date. here are only a
few rental units, the Independent Rental Owner Professional may er to keep records
in a journal or in a personal accounting package. More tha
require more time and technology. There are business accountin
management software accounting systems that can be purchase
the needs of the owner. There are specific recordsgrequired by the evenue
Service; the IRS requires that taxpayers substan
reported on their tax returns. For this reason, recaus

Reduce Expenses

Often the difference between a positjve 2 afly€ cash flow is prudently monitored

ance costs, can be managed and
ning and hot water are included, installing

perties after contract vendors have performed services to ensure
stats are reset to conserve electricity.

that the th
= Use [OW wattage, energy efficient fixtures.
= Instead of spotlights, use low pressure sodium lights on exteriors.

= Use controls on gas burning heat fixtures so they don't heat at the same rate at
night as they do during the day.

= Verify that the correct water and sewer rates are being charged. Verify whether
those bills are to be taxed sales tax or exempt from sales taxes.

1



= |nstall cost-effective water flow restrictors.

Check all mechanical equipment to ensure each item is running at peak operating
capacity. Boilers and air conditioners should be inspected and adjusted annually.

Maximize Income

Be aware of neighborhood development; construction, demolitio

ew buysiness, etc.

charges, and pet rent charges. An increase of $50 m
extra $600 per year and add it to the value of ygQ

Manage Expenses through B

Typical expenses include:
= mortgage payment

taxes and insurance

predictabl es, some money for occasional repairs, and a financial "cushion” or
escrow for emergencies. Budget resources each year, to perform preventative
maintenance work.
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Examples of preventative maintenance may include:

= Cleaning the gutters on the roof

= Replacing heat or air-conditioner filters

= Cleaning condensing coils

= Replacing window caulking and weather stripping.

repair bills. Request the names of service p ) made repairs on
the property. Obtain estimates from veglle nd services. Each

2 previous owner(s). Budget history is
purchased asset.

buyers are likely to incur the same
a useful tool, especially when workin

It is very important to b Establish a designated savings
account or personal escro thly from rents to be used for annual
taxes.

Evaluate the e Necessary Adjustments

Once the annual b@ , compare the rental income expected against the
sum of

If r ed with other financial resources, will not cover anticipated
exp e of the budgeted items. If when budgeting for a potential

ing a feasibility study, it is apparent that every item in the budget is
e the property effectively, then this may not be the right property to

purchase and perf
necessary,
purchase.
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Budget for Vacancy Loss

Vacant rental units lose income each and every day they remain unoccupied. For a $900
per month home, that equates to $30 per day! When budgeting, you must be prepared to
make mortgage payments and pay maintenance costs even when units are vacant.
Therefore, do not base a budget on the assumption that all units will occupied at all
times. The budget should reflect actual anticipated rental incom d be sufficient to
support anticipated expenses.

Contact local competitors to obtain vacancy rates for rental unit
When obtaining neighborhood occupancy rates, it should be clarifie
represent physical or economic occupancy.

Budget for Return of Security Deg

The property's previous owner should trang
deposits must eventually be returned to e

e new owner. The

Positive cash flow is essential for th to purchase additional rental property
and grow a portfolio. While a "fixer-u hviting and the upside encouraging;
owners should be certain that there is OW to support the rehab, until such
time as income can be pr

There are three wg i ate: generate cash, generate cash flow or
generate equity (WEE ilding). sh is money in-hand today, cash flow is money
gained over time, 3 § re income potential at sale. Depending on goals
as an investor, any og& ¥8 can be profitable and represent a diversified portfolio
with



CHAPTER 2 - TAXES

Making Money in Rental Real Estate

There are four methods for making money in rental real estate; appreciation, equity build-
up, cash flow, and tax shelter benefits. The following offers an expla for each:

First, is appreciation, sometimes called Capital Gain. Capital
inflation, or property improvements, or both. So long as inflation
economy is growing, property should be worth more when you s
bought it.

the

Second, is equity build-up. When a proper
investment, or down payment. As the loan is g

the IROP tax advagie 3| |0SSes that were "paper” losses could be written off
i ty was one of the true "tax shelters". Depreciation
ing for a quick write-off of the investment. Even when property
codes allowed the owner to keep more profit.

More recent "passive/active" rules have gone into effect, so that
es against an owner's regular income has become difficult, except
S, outlined later in this chapter. Many tax benefits remain in effect.

writing off annual
in certain

The savvy IROP will carefully plan the tax benefits, and/or consequences of purchasing
and selling the asset at the appropriate time.
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Depreciation

In the case of rental property, improvements to the land are subject to "wear and tear" by
the tenants. For this wear-and-tear, a depreciation deduction against the rental income is
allowed. This deduction is a significant tax advantage for owners of rental real estate. It
is possible to increase net worth, year after year, every time depreciau@p is taken for tax
purposes, while at the same time the property itself may appreci in market value.

Courts have rule at "permanency" is the most pertinent test in the determination of
a structural component or personal property. Differentiating between
the two types of properties is important because the allowable depreciation percentage
and timelines for depreciation vary for each.
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There are six tests to assist in determining whether property is real or personal,
which include:

1. Is the property capable of being moved, and has it in fact been moved?

2. Is the property designed or constructed to remain permanently in p

5.
6.

tal units that would

income (this refers also to the $25,000 passive income exclusion), the expense directly
reduces the income on which you pay taxes.

Some items, such as interest and taxes, are always deductible in the current year. Other
recurring expenses, such as insurance premiums, can also be expensed. Include in
expenses those items that are incurred expenses as a result of managing the property.
You can include mileage to and from the property, telephone costs, and advertising costs.
Usually, these can be expensed in the current year.

7
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There are many items that may not be expensed. The ability to expense depends on
whether the cost is a repair or an improvement. The general rule is that a repair can be
expensed in the current year. An improvement must be depreciated. More in-depth

information about allowable expenses follows later in the chapter. Check with your tax
professional if you have questions about the expenses and/or deductio

If a cost cannot be expensed in the current year, the next best
Evaluate the cost and use the shortest permitted depreciatio
period for most items found in rental property, such as car
appliances, etc., is seven years. The shorter the term used for de
the annual depreciation deduction. By depreciati

period, but is not specifically disallowed, ca
basis will often result in reducing t ' ¥ on the sale. However, adding to the
basis is the last resort because ther iS in the current year. The only tax

In rental real estat ' ed Social Security tax. Rental real estate is
distinguished frg 1 real estate, because there is no Social
Security/Medicare Income. The classification of a "second tax" is a
tax that occurs in a@ regular tax on income. It is a combined flat rate of

appro on the first dollar of income, sometimes more. Rental income is
exc ' e because the income is generated primarily by the property
itse the owner. The Social Security/Medicare tax applies to all

Because sence of this second tax, it is important to distinguish true rental real
estate from real estate that is brokered or purchased, only to be sold for profit. Rental
real estate, for the practical purposes of this definition, is that which is held primarily for
the production on rental income on an annual basis.
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A property can eventually be sold for a profit. However, the primary purpose is to
produce rental income for the Independent Rental Owner Professionals without taking an

active daily role in generating that income. The absence of this daily participation allows
this property to be taxed as passive activity property under Section 469 (c).

Section 469 (c) is important for rental property owners. Since Soci curity tax is not
paid on this income, there are limits as to the amount of expens at can, be used to
offset rental income. For passive activities, expense offsets ar.
income generated from each activity. For overall tax purposes, y
rental loss for the year.

Section 469 (a) is the general disallowance rule. It b you do not
pay the "second tax" on rental income, you i tate losses to

other activities also associat . To qualify as a real estate professional, a
person must devote:

applies to tax years beginning with 1994. There are other tax
classified as a real estate professional; speak with a tax advisor
regarding

The second exception to the general disallowance rule is the "small taxpayer" exception.
This is also called the $25,000 offset. This is the amount of passive losses that can be
used to offset other sources of income, provided such income is within the set limits.
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Section 469 (a) outlines the small taxpayer as one (together with spouse) whose adjusted
gross income for a given taxable year is less than $150,000. (This is without the
previously mentioned $25,000 exception.) The full exception is allowed for those with

incomes of $100,000 or less. (Between $100,000 and $150,000 a "phase-out" portion is
allowed.)

The small taxpayer exception amount is $25,000 of net rental lo There

are certain conditions outlined by tax code regarding the offset.

First, only natural persons are eligible. Entities s

an individual taxpayer. The IRS considers a ' ly to be an
"individual" so a husband and wife can Sie ' atural persons
must own a minimum of 10 percent oidi§e [ es. (A husband

¥ participate in the rental activities.
For the purposes of this par active participation is that which an
individual owner would custom@hi in ov@lseeing the collection of rents and

yate loss for all rental properties of the owner must
are the loss.

e general disallowance rule occurs when an owner disposes of

his e the rental property. When this happens, all gain or loss is
recognize all cumulative suspended losses. The actual code wording is rather
ambiguous, ever, in the emphasized last clause a key tax point comes through. All

prior and disallowed losses (for the property being disposed of) are re-characterized as
non-passive losses and allowed in full. The only precondition is that the allowable current
year loss be computed (in relationship to ALL your properties), before adding it to the
cumulative prior years' carryovers, for computing a loss or a gain.

10
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The subsections of 469 (specifically subsection 469 (b) carryover of disallowed interest
and subsection 469 (g) disposition of entire interest) are particularly advantageous for the
serious property owner with long-term profit goals. For these individuals the loss
carryovers become a strategic tax planning opportunity. For this reason, it is important
that you have a long-range strategy when you begin investing. By gstablishing some

long-term goals and a vision for your business, you can begin your res with the end
results (maximizing profit) in mind in terms of tax strategy.

The 1031 Tax Exchange

Exchanging may be the best way to avoid capital gains altogether wh
dispose of one property and acquire another. Thre
by Section 1031. Changes do not need to be made

exchanges are
ital gains at all.
You may defer the payment of taxes
exchanging properties and continue to G Xes on capital gains.

s, plastered ceilings, or replaced broken windows, can often be
deducted from re income. The costs of supplies such as paint, light bulbs, or small
househol y also be deductible:

Maintenance for Vacant Units

The IRS does not offer a deduction based on income lost during periods when units are
vacant. Routine expenses of managing and maintaining those units during such periods
are deductible.

11
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Advertising

Advertisements to locate electricians, gardeners, plumbers, or others to assist in
maintaining a property, may be deductible expenses. Advertisements designed to find
residents to occupy vacant units may be deductible.

Wages and Fees

The IRS allows owners to deduct "reasonable” wages paid
maintain the property. Fees paid to professionals like la
efficiency consultants, or accountants are also deductible.

Deduct the cost of renting furniture, apgh 21 items for residents’ use. Deduct
the cost of renting equip aning machines, used to maintain the

property.

Loss from Casualty Losses or Thefts

IRS regulations allow the deduction of losses resulting from theft or from damage,
destruction, or loss of property caused by a "sudden, unexpected, or unusual event."
However, the deduction is limited to non-reimbursed expenses, such as those paid by an
insurance company or former resident.

12



How to Receive Special Tax Treatment

Properly report income and expenses on annual tax returns; document all expenses and
keep receipts and records organized and accessible. Document each tax-deductible
expense as it occurs. Keep track of:

= The amount of each expense;

s for w, the IRS

= what the expense covers, preferably in terms of the cate
allows deductions;

= who receives payment;

= the date on which you incur the expense, and

the date on which the expense is paid

er" who is temporarily
2ligible for all the tax deductions and
ong-term period is the basis for many

Keep copies of leases and advertisemerft
renting his or her home while trying
deferments. Proof of intention to ren
of the tax deductions taken.

ent units for the long term is to have
spaper ads that state explicitly that you're
es and advertisements that support your
may need these records if you are audited.

One way you can demo
residents sign long-term lea
looking for long-t renters.
intention to be a |

Resident Files

Main i [ sing legal-size manila folders, containing vital information on
s of the following items in the file for each resident: lease,
redit information, and repair bills for the rental unit, letters or
other C , rent receipts and other receipts. Even after move-out, retain these

years. In a on to tax records, these files should also be maintained in the event that a
Fair Housing allegation is made against you by a past resident or applicant.

13
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Keep Organized Receipts

Maintain documentation of the information reported on tax returns. Issue each resident a
receipt when rent is collected and maintain a copy for your files.

Maintain receipts and/or cancelled checks. Maintain receipts for paj
insurance premiums. Retain invoices from carpenters, electricians,
accountants, and lawyers. When paying for supplies maintain
items such as brooms and light bulbs.

property taxes,
bers, gardeners,
for small

Document Depreciable Deductions

Maintain records for the amounts of depreciation clai d the total
depreciation claimed since purchasing the property. roperty, the IRS

profit from the sale.

Preparing the Tax Statem

Keep accurate and complete records e records with receipts and complete
depreciation worksheets. Use one de eet per building. Check a current
tax reference guide or c ant when determining the appropriate

"useful life" and how muc i aken per year of ownership. Use the
same form for all buildings.

The benefits of hiri elia pountant generally outweigh the costs. Accountants'
fees ar i n experienced tax professional can help you create a basic list
jons to take from year to year. A professional can provide
p IRS places on allowable deductions, and identify which IRS

14
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CHAPTER 3

RISK MANAGEMENT & PROTECTING THE ASSET

CODE ENFORCEMENT DEPARTMENTS
Building and Zoning Department

Building and zoning departments issue building permits, are r
during building processes, and are responsible for ensuring t
requirements of the laws of the community. Information regarding h
used and how to obtain a change in the zoning
managed through this arm of the government.

regulations contained in the city ordj
Most regulations regarding property
department at one time or another.

The foundation o sident laws, building codes, and other regulations
e premise that residents deserve a decent, safe,
expanded in a legal doctrine called the "implied
Implied warranty of habitability says that it is the landlord's
the rental premises. Landlords who are subject to the implied
ed to offer livable premises when they originally rent a rental
in it in that condition throughout the rental term. Most states have,
r statute, adopted the implied warranty of habitability. All require
landlords me some repair and maintenance responsibilities, largely due to a
common law requirement, known as the covenant of quiet enjoyment. In addition, local
laws in these states, particularly in urban areas, may specify health and safety
requirements that essentially amount to a requirement that rental housing be habitable.

15
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What constitutes decent housing includes prohibiting a nuisance (such as rodents from
the accumulation of garbage), requiring basic services (such as adequate plumbing or
working electrical outlets), and maintaining the building in good structural repair (such as
repair of a leaky roof). Independent Rental Owner Professionals must ensure that they
will not act (or fail to act) in a way that interferes with or destroys the abjlity of the resident

to use the rented premises. The following is a list of sample 488les that may be
considered under the definition of "habitable housing™:

= Effective weather protection is provided, including unbroke

= Plumbing facilities are in good working order.

= Heating units and, if provided g and ventilation facilities, are in good

working order. If these are un

producing heat (or cooling and i i fler the control of the owner, they
i jxtures provided. Minimum

and properl ' riate gas piping and electrical wiring systems
according to

nd appropriate receptacles for garbage and rubbish are provided. If
these are under control of the owner, they must be kept in clean condition and
good repair.

= Floors, stairways, railings, and common areas are in good repair.
= Rental property floors, walls, and ceilings are in good repair and safe condition.

= Elevators, if existing, are maintained in good repair and safe condition.

16
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Establish Relationships with Code Department Representatives

Ignorance is not a justifiable excuse for non-compliance with building codes. It is the
Independent Rental Owner Professionals' responsibility to know the law. Local buildings
officials report that well-informed owners usually have a healthier bottom line, are less
likely to attract bad residents, and are less likely to be taken i unscrupulous

contractors.

The building department can be a valuable resource to In ental Owner
Professionals.  Older building plans can often be obtained ing
department. From these records an investor can ascertain if any ruction
was performed without a permit. Construction occ time, so
investors should be aware that sometimes unlicensed C -time carpenters
do work that may violate building codes. Thg ) the authority to
impose very expensive fines for such wg ay be required to

Building department records can be arch information on past improvements
made with permits. Because a permit 8 estimated cost of the improvement
or construction, it is possi check statements given about the

cost of such improvement

Education is Key

City building depa untry are becoming more customer-friendly and
are often willing to mation needed to operate businesses effectively and
within th ing departments, especially in larger cities, offer classes or

ba publications on the most important things you need to know in
gen heYlocal Apartment Association for information regarding frequency
of inspections, fee d levels of enforcement for your locality.

= Code requirements:
= Building - codes that apply to you
= Zoning - permitted uses of the property

= Property maintenance - minimum requirements

17
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= Permit requirements:

When they are necessary
Repairs or improvements that can be made without permits

= Planning Improvements

Building Codes

Building codes are the regulations that govern maintenanc i ation, and
construction requirements for structures. Codes govern the

community in the United States has a basic buil i m property
maintenance requirement. Local authorities maysae [

health, safety, and value of real p
buildings and usually set specific sp

codes regulate structural aspects of
Ancy standards, such as the minimum

water supply (such as how st b& piped), fire protection and wiring (such
d per room). Contact the local building

tallation of smoke detectors in residential units, or security
vices in doors that open onto a hallway. Some cities also make

When a housing code changes, it doesn't necessarily mean that all existing buildings are
out of compliance. Lawmakers will often allow for certain exemptions for older buildings,
especially those items that would require major structural changes. A "grandfather
clause” is written into the code, exempting all buildings constructed before a certain date
(sometimes the same date as when the new code takes effect). Such exemptions will not
apply to renovations or remodeling, meaning that, over the years, you may eventually
have to comply with new rules. Contact the local building department for information on

19
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any "grandfather clauses" that may apply to your rental property. A general rule is "new

work - new code, but repairs can be done in like kind." Another general rule is that you
cannot make a building less safe.

There are many types of alterations, those involving locks, peephgles and smoke
detector, that must be made regardless of the age of the building a espective of the
fact that the owner wasn't planning to remodel or renovate. Invest , ask gther IROPs,
and contact the local Apartment Association for additional reso

Repair and Maintenance Requirements

Legislators in most states have enacted laws [ : air and

all repairs and do whatever is necessary to i cent, safe, and
sanitary" condition. Frequently, these laws @@8Cri od for the resident
to notify the landlord of items needing rep i ; on, and rights of entry
into the rental property to make the regai

through routine inspections or in response to resident
operty changes hands, an inspection will often accompany the

The local enforcement agency will typically require the property owner to remedy (within a
certain amount of time, such as five business days) all violations found. If you fail to
make repairs within the time allowed, the city or county may bring a civil lawsuit against
you. Moreover, in many cities, failure to comply with cited violations of local housing laws
is a criminal misdemeanor punishable by expensive fines and in some cases,
imprisonment. In some cases, local officials may require that the building be vacated,

20
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with the landlord providing residents with temporary housing, until the violation is
corrected.

Residents may report a violation of a local code if they do not pay the rent, or attempt to
pay less rent, on the grounds that the premises are substandard. If an owner sues a
resident for eviction on the basis of nonpayment of rent, the resi may use code
violations as the justification for non-payment of rent.

keeping it fit. In most cases, at the outset of the le the IROP is res
repairs to bring the unit up to standards. Howex@s i i ently damages
something after taking possession, the finangi ing iProperly falls on the

or their guests. The IROP, however, re sible for seeing that the repair is
completed and the property is ret pitable state. The IROP under these
circumstances could charge the resi i(. The bill should be reasonable and
specific to the cost for bringing the ite tl code standards. If a third party
such as a vandal or a bur or the violation is the result of normal
wear and tear, the landlord of repairing or replacing the item and paying
for the damage, which is gener der a multi-peril insurance policy.

orization and license needed for construction within
issued by the appropriate governing authority (usually the
jch generally requires plans and drawings showing that the
ts all the rules and regulations that apply. In most cases, the
a fee for the permit(s) to one or more governing authorities. A
building permit onstruct a rental unit building can be very involved and require
separate Is and inspections from several different departments and agencies
such as the fire department, water department, envIROPnmental agencies, U.S. Army
Corps of Engineers, and state and county urban planning agencies

In most areas of the country a building permit is required for any work that involves
repairs, (other than normal maintenance), replacements, alterations and new
construction. Frequently, the code provides a scope limitation - the larger or more
extensive the job, the more likely the need to obtain a permit to complete the job. Always

21
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check with your local jurisdiction before proceeding with any improvements. Permit fees

can be as low as $1.00 and cover virtually anything from minor repairs to major
construction.

If several contractors or subcontractors are involved, it is possible th
need to apply for, and obtain separate permits. The purpose for e permits is to
ensure that work performed meets code requirements. These p s genegally require
contractors to have inspections made during various stages . se periodic
inspections ensure that work is being performed according to t j
provides another level of protection for the property owner.

each entity will

Renovations and upgrades to rental units should be c [ e beginning
such repairs and replacements. In most cases 48
"life/safety" issues, (such as balcony and stajg lue to the bottom
line, but are necessary in order to providg nt rental unit. Items

value to the bottom line. Careful
such renovations.

PROTECTING TH

should be undertaken prior to making

Regardless of fingasi j lal to have a realistic strategy for responding
to emergency sit government and nonprofit agencies offer grants

the property, such as smoke alarms, utility shut-offs, fire
equip breakers. Ensure, on a regular basis, that equipment is in proper
working cogditig eep phone numbers for local emergency services such as the fire
e precinct, and hospital emergency room where they can be easily
accessed and distribute these numbers to your residents. Take preventive measures. For
example, keep storage areas near the furnace free of flammable materials. Steps taken
now may prevent an emergency and save money later.

22
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For additional resources and information regarding emergency preparedness, check with
the local Apartment Association or Federal Emergency Management Agency (FEMA).

Inspect the Property

Properties should be inspected regularly for low lying or poor draina
close to overhead wires or large trees - all of which can affect a pr
serious weather situations.

areas, or areas
y in the event of

If the property was built before 1978, it will be presumed to co
Asbestos is another envIROPnmental danger that can be present in
to 1981. Unless an extensive envIROPnmental tes performed, th
presumed to have asbestos. Radon and carbon mon presence can
compliance issues and additional costs for the

so result in

Identify Power Sources

Independent Rental Owner Professi familiar with the property's safety
features and danger areas. IROPs i e locations of the main cut-off valves

Emergency

Phone numbers of als should be located where they can be easily and
quick 4 ould obtain the names of electricians, plumbers, roofers and
on the rental property for previous owners. All warranties,
ocuments relating to appliances or utilities should be kept in a
easily accessed.

Take E fety Precautions

The old saying, "an ounce of prevention is worth a pound of cure" is particularly true for
rental owners. Independent Rental Owner Professionals can lose property, and also
months of rental income in the event of a fire or other potentially avoidable catastrophe.
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Whether required or not by state and local health and safety codes, Independent Rental
Owner Professionals should seek to protect the property with fire prevention equipment;
install smoke detectors outside every bedroom door and in or near the living room - and
check periodically to make sure they are in working order. IROPs should purchase fire

extinguishers and install them in easily accessible locations. IROPg should identify
potential hazards such as frayed electrical cords, loose wires, or po laced flammable

IROPs should inform residents on basic procedures to follow in fire or other

emergency.
To minimize third-party crimes, inspect all windows Change
the cylinders in door locks when residents move out. T ea around the pf@perty should

For example, many Independent Renta icipate in local anti-
crime/crime prevention programs such as ational Night Out, Neighborhood
Watch, etc.

Communicate Safety Proc ysidents
Expectations for safety c rly communicated to residents. Such
requirements may include: using grills, burning candles, storage of

gasoline and other accelerant i Christmas trees and so on. In addition,

an provides the IROP with emergency resources to access in
. The plan may include such items as:

= Telephone numbers for employees and contractors, including after hours numbers
= Insurance information and Risk Management forms
= Locations of utility cut-offs

= Duplicate keys
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= Instructions for obtaining computer back-ups and other critical information

= Current resident information

= Evacuation plans

= Plan for working with the media

Keep two sets of the binder, one in an office and a second [ accessible
location such as your home or car.

Media Relations

The media often appears at locations where serio h as fires,
floods, assaults, and so forth. When the mediag is i to have a brief

questions. Prepare a statement such a ofgelow and do not deviate from the
statement. Always check with yo
following is one example:

"We are cooperating with iti r primary concern is for our residents.
Thank you."

Independent Ren i y request that the media leave the property.
When doing so, if@aDE i olite and firm manner and seek assistance from

Ins be expensive; however, the amount of money saved following
an gnificant. There are various types of insurance available, and
severa hould particularly consider purchasing.

At the very obtain general liability insurance that protects the IROP in the event that
someone is hurt while on the property. A basic property insurance plan usually covers
losses caused by fire or theft.

Basic Property Damage Insurance

This kind of insurance is so important that lenders require property owners to buy it. They
may also stipulate the level of coverage including replacement value coverage. These
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policies generally cover losses from damage caused by fires, storms, or motor vehicles
and sometimes also protect property owners from theft and vandalism.

Q
S
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Resident Relocation Insurance

This type of insurance will provide residents with relocation reimbursements if the
property becomes uninhabitable due to damage from a fire or other type of disaster. In
some areas, an owner must purchase this type of insurance in conjunction with a policy
covering fire damage.

Flood Insurance

An owner must buy this type of insurance policy if the property i

as a "flood area" by the Federal Emergency Management Agency ( , itis
a separate policy from a standard property insurance pglicy.

"Rent Loss" or Loss of Earnings

This type of insurance would protect the IROR ome, in the event
that fire or certain other types of disasterg rty unfit for residents

to live in. Policies of this kind may have

people who assert that they our property due to negligence on your part.
It protects you from liabili up to an amount you choose when you
purchase the poli icy's limitations on coverage.

Bonding

hich an employer can be indemnified for the loss of money or
rough dishonest acts of a "bonded" employee, can cover many
eny, theft, embezzlement, forgery, misappropriation, wrongful

each with urance agent for the appropriate coverage for your business.
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Tips for Reducing Insurance Costs

1. Maximize the deductible. Keeping this out-of-pocket cost high can significantly
reduce premiums.

2. Consider a blanket policy if there are multiple property locations i
general area. Amend the aggregate limit to cover all of the lo
a separate liability limit for each building.

e same
ns - this provides

4. Keep the names of reputable disaster cleanup gency, the
IROP can begin to take care of issues andg

respond quickly to an inciden

6. Review coverage annually.

Rental Owner Professionals should obtain suitable insurance to
iJdents' belongings are the responsibility of the residents.

end that residents obtain renters' insurance. Costs are often

In strong markets where demand for rental units is high, owners may require residents to
obtain renters' insurance before moving into the property. If this is a requirement, it must
be required of all residents.
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Energy Efficiency to Protect the Investment

Properties that are energy efficient have a higher market value. Many IROPs include
money in their annual budgets to make energy-efficiency upgrades. Such upgrades make
a property less expensive to maintain; and will contribute to its increased market value
when sold.

Many municipalities offer reimbursement programs for the installaj nd power-
saving features such as low-flow flush commodes, high-pres
aerators and power regulators for HVAC equipment. Improving

systems that work properly. If the IROEE fficient appliances or
revamps heating and cooling syste : gy, the investment will pay off. But
even less expensive steps, like ins and windows, will save IROPs money
and help conserve energy.

In many locations, utility ' ganizations, or government agencies

can often assist in locating energy efficient resources. Some
e publications that describe energy conservation products and
AN save property owners money.

A state or local engl@y office may also offer other helpful publications on buying energy-
efficient agi improving the efficiency of oil and gas heating systems, or insulating
properties against cold air. The U.S. Department of Energy (DOE) offers publications with
tips on saving fuel, insulating water heaters, and reading utility bills.

Independent Rental Owner Professionals may consider hiring an energy-efficiency
consultant to inspect the property and to suggest long-term energy-saving measures. The
fees for such professional consulting may be tax deductible.
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CHAPTER 4 - EMPLOYMENT PRACTICES

EMPLOYEES

Employment decisions are often the most important financial decisio ade by a new
Independent Rental Owner Professional. There may be situatio which IROPs are
unprepared to manage a property in a hands-on manner. OPs often
consider hiring part or full-time property management assist i the
Independent Rental Owner Professional lacks the time and/or e form
general maintenance work and has several propertieg, to oversee; he part or

full-time maintenance associate.

Where to Find Potential Employg

Contact the local Apartment Associatio ( otential employees.

include retail stores, hospitality, or
pd trade schools for maintenance

advertise for open positions. O
restaurants for leasing and/or sal

description that ac
are then screene qualifications that apply directly to the position
requir QWP questions that relate to specific job requirements are then
oyment Application is provided.

ployment Opportunity (EEO) laws and federal requirements.
(www.eeoc.gov.) lications and interviews should NOT contain questions about:

= Sex or sexual orientation. = Age, except for meeting

. . minimum state requirements.
= Physical details, unless

they are part of a bona fide = Marital status.

occupational qualification. _
= Graduation dates or dates of

school attendance.
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= Pregnancies, children or = Military obligations.
childcare arrangements.
Be aware that Equal Employment Opportunity (EEO) laws and regulations, as well as

many individual state and local laws, prohibit discrimination against applicants on the
basis of age, race, color, religion, sex, familial status, disability or nationghorigin.

Background Screening

Conviction records can be used as the basis for rejection of

directly related to the job. Criminal records are resea by state IROPs
often use third party screening companies tg ound cks. While this

Insurance. You may consider this check if the applicant will be
transporting prospects or performing business related errands.

Emplo ucation

The local apartment association is an excellent resource for providing up-to-date
education, skills enhancement, and certifications. Take advantage of this resource to
develop and enhance the education of your employees.

Rejection Letters

It is advisable to send a standard rejection letter for those applicants who are not hired. If
an application is rejected due to consumer report results that either the IROP or a vendor
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ran, a written notice of the rejection, the reason and the source of the report, must be sent
to the applicant. This is a federal requirement as outlined by the Fair Credit Reporting Act.

If using a third party screening company, they will likely send this "adverse action" letter to
any candidate who "fails" your criteria.

The Maintenance Technician

Many Independent Rental Owner Professionals find it useful to e

and exterior), pest control, carpe
conditioning repairs, and so on. S@ahire a company or individual that

ROP supplies products and tools or the contractor brings them.

= Whether the contractor has a personal exposure to risk or gain based on the
amount or availability of jobs.

When seeking a qualified contractor, compile a list of recommended service companies
for various types of mechanical problems, including plumbers, electricians, heating and
air-conditioning contractors and appliance repairers. Recommendations can also come
from other rental owners in your neighborhood. The local Apartment Association can be
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consulted for their list of vendor members. In addition, consider using a vendor to perform
criminal, credit, and other related background information on the company.

It is recommended that you use a vendor policy statement or operating rules that state
your requirements to prove worker's compensation insurance coverage, general liability
Insurance coverage, employee screening measures in place for indivj s that will be on
your property, your property is drug-free and weapon-free, and co st abide by
fair housing rules.

Employee Safety

Because rental property employees work with haz
ch as lawn
mowers and key machines, certain Occupai Administration

= Material Safety Data Sheets ontaining information on each
hazardous chemical used and i safe keeping and incident response.

= Basic safety equip e wash, and gloves.
= Lock-out/tag-out equi

Check with your lation or www.osha.org for a comprehensive list of
OSHA requiremen
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CHAPTER 5 - PROPERTY MAINTENANCE

MAINTENANCE

The general condition of a property gives prospects some idea a
Independent Rental Owner Professional cares for the success of
lawn is mowed, the grounds are clean, and the building is in
renter is more likely to choose this property as his or her home? ly, the worse
the condition, generally, the less likely a renter will be willing to
Even if a property lacks the latest amenities, the pr ' d in the
best possible condition.

the extent the

0 replace the item. Durable, lasting
cellence from the IROP.

been made on multiple occasions, j
repairs demonstrate to residents a ¢

Owner Completed

Obtaining skills in basic m ependent Rental Owner Professionals
a significant amount of money? 80 percent of all resident service calls are
for plumbing; lea neral repairs. Learning basic plumbing skills may
make it possible t f these problems yourself. It is not necessary to
become a licensed e are a few basic skills that most people can learn.
d at bookstores, hardware stores, and local libraries. Many of
s offer classes on basic handyman skills. The local apartment
r the Certified Apartment Maintenance Technician (CAMT)
a nationally recognized program from the National Apartment
Institute (www.naahg.org/education). Dollars invested in learning
multiplied several times over.

Association Educ
can have

34



Ongoing Maintenance

Regardless of who provides maintenance, IROPs will need the following regular services
performed. This list does not include ongoing improvements or enhancements to the
property, rather regular upkeep maintenance only:

= Lawn Mowing

= Pest Control

= Rental Turnkey

= Trash Removal

= Resident Service Requests

= Building Exterior Maintenance

Insect and Pest Control

The quality of pest control is one o ent resident complaints. Most rental
unit buildings will have problems with at some time. The most common
nuisance is the cockroach; ants'and termites. Effective pest control
is best performed by prof WMany states and municipalities require
that only licensed individuals [ ontrol services. At the first sign of trouble,
schedule the pr set up a regular schedule for follow-up

treatments.

Enforce good housekeeping and sanitation practices: Garbage and trash must be
covered, and removed promptly; kitchens should be scrubbed regularly to minimize
grease buildup; debris and junk should be thrown out.

= When screening prospective residents inquire as to whether their previous
residence had pests. Take appropriate steps to eliminate the introduction of new
pests into the rental unit.
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= Vacated units must be immediately "trashed out" with all refuse, food stuffs and
personal items removed and basic cleaning completed.

If an IROP chooses to perform pest control services, he or she should follow basic safety
procedures. For example turn off pilot lights prior to setting off a "bug bomb" as failure to
do so can cause a fire.

Ensuring Residents are Satisfied with Mainte ices

Excellent maintenance is one of the best ways to keep resi
guality, timely maintenance, and show you care.

ide

= Give residents a written maintenance guarante

” Be sure to identify specifically
what is included in W coverings, carpet cleaning or vinyl

floor replacement.

= Use each epair as an opportunity to ask the resident if they
have additi ' confirm their satisfaction with their home.
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Schedule Regular Inspections

One of the best ways to maintain a property is to prevent problems before they begin. A
preventative maintenance effort is worth the investment - especially when multiple units
are involved. Perform regular property inspections. These inspections often head off
potential problems before they become bigger issues. Notify new r ents about the
inspection schedules. If possible, include information regarding unif@fispections into the
lease agreement.

= Set an inspection schedule and follow it.
= Always use the correct statutory requirements
= During the inspection, immediately addres

Maintain the physical components of the gg
income and asset appreciation.
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CHAPTER 6 - RENTAL RATE ESTABLISHMENT &
MARKETING

RENT
Establishing Rental Rates

Before the search for a resident begins, the Independent Renta
first determine how much rent to charge. The market usually diC
rates. It is valuable to research the areas where the IROP is inter
property to ensure that the market will bear break-ev mula rents.

Break-Even Formula Rents

Determining how much rent to charge is b ) penses involved in
owning the property (enough income to
payments, taxes and insurance). If
and taxes are $3,000, and you expe

ol expenses are $1,500, the mortgage
ght percent return on an initial $18,500

uri’on investment (cash flow)

6,0
$6,000 divided by 12 months equals $500 per month

Monthly rent = $500 (break-even)
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Make every effort to purchase a property whose size, amenities, condition and location
warrant a rental rate close to the break-even point. The first year or two of operating a
rental property usually produces a negative cash flow. The loss may be made up through
tax breaks. As advised in the budgeting chapter, any budget proforma should reflect

realistic occupancy estimates. The above example assumes full t all the time.
Consider periods of vacancy.

If the property is carefully selected and the market remains fir
increase and the investment may begin producing a positive cash

rents may

Market Rent

In addition to a break-even formula, consider the seco
rates - what the market will bear (supply and deg

ining rental

ed at similar rental
g adjustments for local vacancy

Market rent is determined by comparig
properties in comparable locations, and
factors and amenities.

Finding the current market rent i pent responding to "For Rent"

Independent Re i should become thoroughly familiar with
uch other rental properties are renting for in the

rate rental rates and be ready to respond to prospective residents'
guestions as to whilfent may be higher or lower than other properties in the immediate

area.

If similar one-bedroom rental properties offering similar amenities in the area are renting
for $400 a month, it may be difficult to rent the similar unit for $500. On the other hand, if
a particular property has more amenities, or is located in a better area, the owner may be
able to rent the unit for $450 to $475. If the vacancy rate in the neighborhood is low, with
few rental properties similar to that of the available property, then the owner may be in a
position to raise the rent because the demand is high. However, if rental properties are
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smaller or lower in quality than the competition, owners will often need to adjust rent
downward; this too may be offset by a low vacancy rate in the immediate area.

Rental rates vary from city to city, from neighborhood to neighborhood, and from street to
street. They even vary between floors and views in mid and high-rise buildings. There are
too many factors affecting rents to scientifically arrive at an optimum fj . The approach
most Independent Rental Owner Professionals take is to determy
rent for the area and set a price that is somewhat higher, re
resistance encountered.

MARKETING:
Marketing to Obtain New Residents

of common areas, etc. They will le
it, or better.

Independent Rental Owner deSire a resident who has a verifiable,
steady income; enough in Ps also likely prefer to avoid residents
with long histories of freque lace to place or people with serious credit
issues. The follov rovides [ ollow to obtain qualified renters.

Whe i | units, the task is to present the product in such a way that a
prospect wj rent, and a resident will want to renew. Marketing includes finding
and selectl lified residents, understanding the rental market, preparing the property
for presentation, selling the property features and benefits, and following up on leads.

Outreach marketing to community groups can be an effective way to market rental
housing. Care must be taken though to avoid "target marketing" to a certain group or
groups that do not include members of protected classes as designated by the Fair
Housing Act. Several markets and resources that likely include or appeal to members
from all protected classes are:
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Partnering with:

= Veteran's Administrations

=  Schools

= Chambers of Commerce
= Sports Clubs

= Hospitals and Healthcare Facilities
= County and State Facilities

Marketing through:

= Local Community Newspapers
= Supermarkets

* Individual Businesses
= Signage
= Referral Rewards - i
pit Guides

= Local Rentz

= |nternet Co

ent” sign in the window of the unit will attract enough attention

to P8Sting notices on bulletin boards and placing ads in local
public attract prospects. Some IROPs use the services of real estate
sales or pr, nagement professionals too.

41



I
Buyers' Markets and Sellers' Markets

How a property is advertised will depend on the demand for rental housing in the
neighborhood. If a market is strong, meaning there are very few vacancies in the
neighborhood (a sellers' market), the IROP should be able to rent at a comparable price
with a minimum amount of effort. But if the market is soft, with many v cies in the area
(a buyers' market), the IROP will need to actively market the unit.

A common method for evaluating the effectiveness of adverti
cost of the advertisement source into the number of prospective

consider. Is the ad memorable? C
especially attractive to a prospecti
schools, shopping or transportation.

that make this property unique and
Be creative - maybe it is access to
features the property has such as
ique features. It is important to draw

Include written dirgsii major highways and intersections near the
our property. Location is a key factor in selecting

on grabbing statement. Then list the specifics, the rent, the
ails. Think about what attracted you to the property as a potential
assume residents would be looking for? That is what you want to
r ads. Maybe it's a seasonal grabber - or a local festival or event that
can be used to attract prospects. Use what people are interested in - keep it tasteful and
non-discriminatory.

42



T e |
When reviewing advertisements, consider the following questions: Does this ad fit with
the overall strategy? When a prospective resident reads this ad will he or she understand
what is trying to be communicated? Look at the ad. If the objective does not come

through in 10 seconds, start again. Try to achieve the objective and communicate the
message in the headline alone. Try this again in an illustration or photo

Media tip: Less is more! Identify your key competitive advanta a majgter of a few

words that grab attention and arouse enough curiosity for the pr.

Newspapers

Newspaper ads should include all the necessary inf spective
residents, including location, monthly rent, rental unit s nd a contact
name, phone number and e-mail address. If thg pied, advertise
the availability date. Emphasize the featurg ¢ t and competition,
such as good views, backyards and pati opping, schools and
transportation.

Design the advertisement to appeal i er for the property. The renter must

be interested in the location, the price,

Then write the ad for that ivé®renter. An effective ad will answer the

different forms of rental housing advertisement and offer a
; often a good resource for the IROP.

for a vast opportunity to advertise properties for rent. A number of
sites spe arketing single-family homes, duplexes, and the like. Itis important to
include a photo or floor plan and the rental rate. Keep the ad clean and easy-to-read.
Many companies have divisions that specialize in this type of rental product. Advertising
is inexpensive and appeals to a variety of users. To be most effective, be prepared to
check for "hits" and referrals then respond quickly. A number of internet marketing firms
are now providing web sites that specialize in ads for IROP with smaller portfolios than
some of the large industry companies. Contact your local apartment association affiliate
for names of these excellent providers.
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If the IROP has a web site, it is recommended that an ad for the property is placed on the

site to drive internet traffic to the rental unit. There are free or inexpensive search
engines, such as Craigslist, that make this an affordable advertisement option.

Signs, Flags and Banners

One of the most cost-effective means of advertising is a sign, fla banner. This is
especially true if rental property has good visibility from the stre et carries
sufficient traffic. A sign advertising a rental unit may attract a p i [
see which sign restrictions apply in your area.

A small, professionally prepared sign can be tape
building highlighting basic rental information. A large,
or in the front of the property will attract more a

the doorway ntal unit
le sign placed o the building

Signs should include the type of units avg
contact phone number. Depending on, the

edroom, etc.) and a
pattern, the sign can be double-or

distributed throughout the neighborhood (where permitted by law),

in grocery stores, dry cleaners, deli's and other establishments
bulletin boards. Consider a trade with local proprietors where you
include one of their flyers in your move-in packet of material in exchange for a display of
your flyers in the store.

Note: The United States Postal Authority prohibits stuffing flyers inside mailboxes.
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Apartment Locators

The IROP may consider using a rental agency or referral service. These companies work
on a contingency basis with many owners and will often pre-screen rental prospects.
They can complete all the necessary paperwork and can present you with a signed lease.
A word of caution: Ensure the selected firm does in fact complete the g@reening process
in complete compliance with the IROP's established criteria. Other
relocation services simply refer prospective residents to th ' nly minor

lease with a qualified resident, usually collecting the and a security
deposit. In most cases, the agent will ded e fe ds and give the
balance to the owner along with the signed add miscellaneous

fees for advertising, but this is not a co ice. t's commission should
cover out-of-pocket expenses.

Showing the Rental Unit

To avoid the expense of rgii y, some owners elect to rent the units
themselves. Prof€ssionals make appointments to meet
prospects at the unit so the own. In addition, most IROPs have all the

necessary paper ourage the prospect to rent right away. The IROP
should encourage a checkbook in order to leave an application fee
and deposit.

ular telephone.

= Allow the prospect to enter the unit first and leave the front door open while
showing the unit.

= Remain between the prospect and the door to allow you to exit quickly should you
need to do so.
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Resident Referrals

A final method of advertising that may work well for you is the referral. Someone who
lives at one of your locations can refer someone to live in another one that is vacant. This
works best if there are multiple properties in the same general area. Referrals are
generally rewarded with a cash discount off of the referring resident's , once the new
resident has moved in and perhaps paid rent for several months. ord of caution, in

illegal. Payment of any kind is included; a gift of a microwav
illegal. Check with your local apartment association before procee
business referral.

DEMONSTRATING THE RENTAL U
Selling the Product

Once a prospective resident is identified
or her. This involves preparing the

telephone, makes contact electronically, or
walks in to inqui Each prospect should be treated as a future
resident who will p uStain the business. Greeting is extremely important

g prospective residents over the telephone when they respond to the
advertising. In this preliminary interview, find out as much as you can about their lifestyle
and rental unit expectations. Strike up a friendly conversation and ask questions. Lead
the conversation and find out what they do for a living, how many people will occupy the
rental unit, why are they moving, what rental unit features they are looking for and so on.
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The more the IROP knows about the prospective residents' needs and desires, the easier
it will be to match them with a rental unit. Ask prospective residents what they don't like

about their present living accommodations, and point out the particular advantages of
your property.

Quialifying is used to establish a rapport with prospective residents, p
to inquire about prospective residents' backgrounds and ne
guestions to ask include:

em at ease, and
So important

= When do you need a rental unit?
= How far do you (and other residents) commut

= What features are important to you (large i ony or patio
privacy, quiet, high or low floor in a hig

= What do you dislike about your preS
move?

= How many people will occupy t
needed?

= Do you have a pet?

Identify the need i . If a suitable rental property is not available,
offer to put the pr ' waiting list or refer him to another owner.

Income, as a general rule, is three times the amount of the rent.

= Criminal background checks (if performed) must be clear and credit or check
writing ratings must be adequate.

= Previous landlord history is good.
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The best way for the IROP to sell the property is for him/her to put himself in the renter's
place. What would you look for in a new home? What makes the property attractive?

What does this property offer that prospective residents want? These are the features
and benefits that will sell the property.

Tell prospective residents about the benefits of the rental unit. Don; t talk about the
new kitchen upgrade. Help the prospective resident imagine pre ir favorite food
there, or imagine the convenience. The prospective resident w hat's in it
for me?" This is especially true if the contact is made over the [
prospect needs to "see" the unit through your description.

Provide prospective residents with a moving checklist [ s they may
need to accomplish before moving in such as chaiagi

Fair Housing

There are federal, state, and often Ipcal
against particular groups when cho
placement of ads, and to the intervi
become renters, the same laws apply.

rohibit owners from discriminating
” These laws apply to the wording and
tion of applicants. Once prospects

all fair housing laws, whether on the
ven federally-protected classes under fair
additional local ordinances that extend to more
tion, military status, or source of income.

Independent Rental Owne

No Independent Rental Owner Professional is exempt from the Civil Rights Act. However,
IROPs who rent one, two, or three units in homes that double as their own residences
may be exempt from many of the provisions in the Fair Housing Act. All owners, large
and small, who own and operate four or more units are required to follow those provisions
of the Fair Housing Act that prohibit discrimination in all aspects of housing including
advertising.
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As an Independent Rental Owner Professional, renting to individuals with disabilities you
may be asked by the renter to make changes either to the property itself or to your
policies. The law provides protection for people with disabilities and provides that they
should have the same use of and access to the rental property as people who are not

disabled. Reasonable modifications to the property or accommodati to policies or
practices are not uncommon.

appropriate steps to follow. Failure to com

Follow the Spirit of the Law

The purpose of Fair Housing Act is t
and protect particularly the seven fe
protections. The laws are not intende

cess to housing and housing services
classes and state or local additional

2. The IROP may not post ads or notices only in publications or on bulletin boards
accessible to limited groups.

Independent Rental Owner Professionals should avoid such statements as "suitable for adult
couple" or "desirable for Spanish-speaking individual." If advertising in the newsletter of an
organization that serves only one particular ethnic group, IROPs should also place additional
ads in other publications that have a more diverse circulation.
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Treat Applicants Equally

Follow the same procedures for everyone who expresses interest in leasing vacant units.
For example, if one person is asked to fill out a written application, all applicants should
be asked to do so. If one applicant is asked to leave a returnable deposit with the rental
application, then all applicants should be asked to leave one. It is mmended that
IROPs spell out their application criteria in writing and give every ap nt a copy to show
that all applicants must meet the same criteria.

Q
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CHAPTER 7 - LEASE AND ADDENDA

The Lease
The most important legal document between an owner and a resi@nt is the lease
agreement. This document, along with accompanying addenda, e referred to as a

"rental agreement,” "lease contract” or simply "lease" and serve nforceable

(but certainly not limited to) the right to charge late ees in the
event of eviction, require the resident to purchasgahiabili cribe rules and

for utility usage.

LEASE ESSENTIALS
The Basics

that is due, how, when and where
es and give the length of the term the

verally" to pay the entire amount of the rent.
This means that 20" Il of the rent from any of the residents executing

the lease, without & esidents for their pro rata share. A lease should also
spell out are allowed to occupy the apartment and how long visitors are
allow,

Al security deposits in some way. A lease should contain a
para w much security deposit is owed. The lease should also detail the
circumstanges an owner is entitled to withhold money from the security deposit. In

some juris , the lease must include information about where the deposit money is
kept, when the owner must return the deposit and whether the resident is owed interest
upon its return. Typically, an owner may only require up to two months' rent worth of
deposit. The lease should also state whether additional deposits (like animal deposits)
are part of the general security deposit.
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Community Rules, Regulations, and Prohibited Conduct
of the Resident

The lease should set ground rules for the use of the apartment unit and any common
areas, including what conduct is prohibited at the community. For example, the lease

and crimes, like distributing contraband or discharging a firearm rty, thedease
should allow the owner to immediately evict the resident without his e the
breach. The lease should also discuss what happgns during evic hat the

resident will be liable for, including attorneys fees, de
to the apartment or property, and any miscellaneg

The lease should incorporate all the terms 8 dions of the resident's application into
the rental agreement. The leasin state that in the event the resident
provided inaccurate or incomplete he rental application, the resident

provision is especially h or failed to provide pertinent criminal
history or other informatio Isqualified he or she from renting the
apartment.

Reserve the

A lease should defi

w the owner is allowed to enter the apartment. In
must give the resident written notice before entering the
es of repairing the unit or showing prospective residents or

the lease. ovision should also make clear that agents of the owner (management,
independent contractors and the like) are allowed to enter the apartment under the terms
of the lease.

= To inspect the premises;

= To make necessary or agreed upon repairs, decorations, alterations, or
improvements;

52



= To supply necessary or agreed upon services; and

= To show the property to prospective or actual purchasers, mortgagees, residents,
workers, and contractors.

Owners should not abuse this right or use it to harass residents. e event of an

emergency, the owner may enter the rental property at any time wit

Animals

The lease should set forth the community's policies on animals. F ner
may want to prohibit all pets on the property, or if allowed, exclude ressive
breeds of dogs (like pit bulls) or other potentially d event the
owner decides to allow animals, the lease sho additional fees,
deposits, or rents are owed as a result. The er to remove the

ot preclude a resident from having a
service animal, like a seeing-eye Though the law, with respect to
charging tenants extra amounts for s emains undetermined, the National
Apartment Association (N t owners not require additional rents,

their intent to move at the end of the lease term or sign a new
This timeframe may be stipulated by state law. Some owners

aw governing these transactions varies from state to state.

The lease should require that all requests for repairs be in writing. However, regardless
of whether a request for repair is made in writing or not, an owner should make all repairs
that are requested whether made in writing or verbally. This is particularly true if the
repair involves an issue of habitability or security (i.e. the door lock is broken). In this
case, the owner should repair it immediately and not wait for a written request.
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Subletting

The lease should reserve the right of the owner to approve of all sublets, in his or her sole
discretion (note: a relatively small number of jurisdictions mandate that a resident be
given the right to sublet). In the event the owner chooses to prohibit all subletting of the
premises, the lease should provide for this as well. In deciding whethe@p not to allow the
resident to sublet the premises, the owner may choose to have the resident sign the

the
, the
Owner
Professional should require the newcomer to pass ba screening
Renter's Liability Insurance, De ises and/or the
Personal Property of Residen
The lease should discuss the owner's righ e the tenancy (without prejudice to
the owner, where legally possible) i e apartment is damaged or destroyed
and thereby unfit for habitation. Th disclaim liability on the part of the
owner for fires, floods, pipe leaks, or , to the extent legally possible (a

erty. Many residents believe that if their property
is the duty of the owner (or owner's insurance

inform the resident that the owner is not responsible for loss.
ate that the resident is liable for damage the resident does to the

policies exist, so even in the event the owner decides not to mandate coverage, the lease
should inform the resident of the existence of the product.
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Military Personnel

Though not legally required to be in a lease, the owner should be aware that the federal
law Servicemembers Civil Relief Act (SCRA), allows military personnel who have been
called to active duty to terminate their leases early. Military personnel must give written

until the date of termination. In addition to the federal law, som tes have enacted
their own statutes that allow military personnel to terminate regi
some instances, the state statutes differ from the federal law an
additional rights. Therefore, owners should consult with their ow
issue arises.

Miscellaneous Provisions

Owners should also consider adding provisig tha ern the following
topics:

1. How concessions (i.e. free re
forfeited or charged back due
the tenancy;

*ments) given to the resident may be
a lease or the early termination of

2. Termination of tena icti sident in the event the resident is
convicted of a crime el the property. The owner may want to limit
the convictigs lence or are drug related;

3. The lease sf
abandoned,

garding when the apartment is deemed
ay retake possession, and the disposition of

5. Me isposing of garbage in a sanitary manner,
6. Maintaining units safely and responsibly;
7. Using the unit only for legal, residential purposes;

8. Using only those designated common areas — such as porches, yards, or
basements that you explicitly make available to residents.
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At your discretion, you may also ask residents to refrain from certain activities:

1. Altering or remodeling the unit without your prior written consent;

2. Using parking areas for storage space;

3. Destroying or removing any part of the unit or the facilities in i
permission;

out your written

4. Housekeeping practices that harbor insects, rodents, or oth

5. Noises that disturb you, residents, or neighbors;

8. Prohibiting water beds, certain jypes QEappl@Ces, or heavy furniture; and

9. Using outdoor cooking equipm
areas.

balconies, or other designated

legal review shoul@ i all leasing documents in relation to local, state
and federal law (al enant law is promulgated by the state, but localities
g the industry, especially with respect to utility billing). Most
pssion annually and new laws may be enacted that allow owners

ailure to amend leases when necessary could subject the owner to
additional or lawsuits. Though costly, it is imperative for owners to have an
attorney review all leasing documents annually.

Beware the Failure to have the Lease Reviewed Annually

Because an attorney may be costly, many owners and management companies neglect
to have their leasing documents reviewed annually. This is a mistake that can be many
times more financially devastating than paying a local attorney a few thousand dollars to
ensure that the leasing documents comply with local, state and federal law. The most
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common result of having a legally invalid lease or provision is the failure of a court to

enforce the document. This can result in slower evictions or the inability to recoup lost
rent or other damages from the resident.

In the worst circumstances, an invalid lease can cost the owner hundreds of thousands, if
not millions of dollars in damages. For example, if a 200 unit pro Is charging an

administrative fee that is illegal because of a state law or ot i ence, and
continues to charge the fee for five years, that owner has op [ r herself to
major class action liability. If a court were to certify a class of cu flents
(which could number in the thousands) who paid the illegal fee ears,
damages with attorneys fees (often awarded in th cost the

owner thousands if not millions of dollars. If the same i operties that
were charging the fee, the class of plaintiffs nd expose the
owner to more damages and attorney fee
exposure for collecting the fees.

The National Apartment

The National Apartment Associatio aluable benefit to its members by
producing state leases tha
Software. The NAA lea
forms in the country. onds, a new lease is printed. Some of the
largest real estate 4 NAA Lease throughout their portfolios.

NAA and its state & A onitor legislatures to ensure the most legally up-

necessary. The updated materials are made available for
bscribers, so they will always have an enforceable, binding

The software is designed to reduce errors in the leasing process by providing built-in
math calculations, default settings for recurring items and charges, automatic data
transfers from the main lease form to other forms making up the lease package, and built-
in error checking and lease expiration reports. Using default settings and company
specific terms for each apartment community, the software produces complete, accurate
lease packages in minutes. The software includes the Lease Contract, a variety of lease
addenda and the Rental Application.
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The Lease Program software interfaces with property management software, allowing
companies to transfer data between systems and prevent repeat data entry.

Because the NAA Lease is in electronic format, companies do not have to store or
photocopy applications, forms or addenda, or worry about throwing away outdated forms
when the law is amended.

*A community must be a member of the local affiliated apar ion, which
includes membership in NAA, to participate in the NAA Leas its
affiliated associations work together to educate members on al perty

legislation, and build relationships which benefit ou lonally and
personally.
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CHAPTER 8 - LIABILITY, RENT COLLECTION, SECURITY
DEPOSIT MANAGEMENT, AND EVICTION PROCEDURES

Liabilities of Ownership

Independent Rental Owner Professionals are generally responsj jntaining the
premises, and performing the basic habitability services req ; an be held
liable for damages caused by negligence. Although landlord/tena
to state there are three obligations that remain the same:

1. An IROP (or other person who is authorized to ent on the
owner's behalf) should provide to the residemimi the beginning
of the lease, the name and address of i and the person

authorized to manage the premise f receiving and
documenting notices and demands.

Any person named as agent i i Qe agreement meets this requirement;
the agent is also authorized to palf of the owner for the purpose of
serving and receivi ices an . If residents are not told who is
responsible and has their requests, they may be able to file
a valid complaint.

m@fntain habitable premises. This means a dwelling unit must
imum standards as outlined in Code Enforcement, Habitable
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Generally, Independent Rental Owner Professionals are not held responsible for interruptions
in service, breakdown of equipment, or disrepair if caused by:

1. The resident, members of a resident's household, guests
premises with resident's consent, or other residents.

owner or the owner's workers or contractors in
correcting any defective conditions.

3. A lack of reasonable opportunity for t e conditions.

5. ice of such defective conditions.

refuse facil

3. Use in a reasonable manner all electrical, plumbing, sanitary, ventilating, air
conditioning and other facilities and appliances including elevators.

4. Keep the dwelling unit or premises free of any furniture, plants, animals, or any
other thing, which harbors insects, rodents or other pests.
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5. Not destroy, deface, damage, impair or remove any part of the dwelling unit or

premises or facilities, equipment or furnishings, except as necessary when
hazardous conditions exist that immediately affect the resident's health or safety.

6. Not make alterations, additions or improvements to the dwelling ugit except with

premises.

Home Express Warranties

overall premises, services or repairs, or replacement
of the reason a resident agreed to sign a lease,
expressed warranty. The express warrant i
Examples of expressed warranties may ing
months,” or, "We exterminate quarterly;
around here; this is a safe building".
In the previous three examples, whi
a breach of lease action by the resid
the event of a crime commyj
that a property is safe.

Offering an opinio
does not expres . xample, "We have the best maintenance crew
around,"” or "l thin i theWest building on the block," or, "The view from this

Prorated or Free-Rent Programs

Lease start dates almost always begin on the first day of the month. If residents cannot
move on that day, they may request a rent adjustment because of moving in late, or the
owner may allow the resident to move in early. The owner may choose to prorate the rent
to allow the resident to move in on a day that is convenient to the resident. The lease
should always begin on the first day of occupancy regardless of when rent charges begin.
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Rents can be prorated for mid-month leases. For example, if a resident moves in on the
fifteenth, the owner may charge a half-month's rent. Often residents pay the half-month,
plus a full month's rent before moving in. Lease end dates are typically the last day of the
month. In the example above, the lease date would begin on the fifteenth, but end on the

last day six or twelve months later. The IROP may adjust the end dat accommodate
special scheduling needs of the resident or the IROP.

If a concession of free rent is offered, it's a good idea to allow t i@ to be taken
up front. If a resident is going to move into a rental property on
two options. The first option is to start the lease on September 1 a [ pecial
provisions section that all or part of September rent } [ am. The
lease term would still be twelve months. The seco ion i e lease on

September 1 and award the rent concession in : m of the lease.
The disadvantage to this option is that the 3 is reduced and, at

the end of the lease term, there may be & rate and market rate,
making it difficult to raise the rent to t '

Collecting rent involves degidi arge and ensuring that residents
pay rent on time. Establis ecting rental payments from residents.

eginning of any term of one month or less, otherwise rent is payable,
in equal monthly installments, at the beginning of each month. Unless otherwise agreed,
rent is normally uniformly apportioned from day-to-day using a 30-day month.

Most leases clearly state that rent is due and payable in full, on or before the first day of
each month. If the rental agreement doesn't address this issue, or there is no written
lease agreement that provides that rent is payable in advance on the first of the month,
then the rent is payable at the end of the rental period, that is, at the end of the month. A
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written lease with a clearly defined schedule, including penalties and remedies, is
essential for timely rent collections.

Methods of Payment

Rent is considered paid if it is made by any means or in any manner customarily used in
the ordinary course of business. This includes cash, money orders, led and cashier's
checks, etc. Second-party checks, including payroll checks an nt checks,
are usually not accepted. When setting up accounting records fi” Income code
to record money that is collected from different sources such as Se

Issue a Receipt

A receipt book can be used to record all money, includi icati S, Initial security
deposits, rents, credit check fees, partial p
Copies of receipts should be placed in resid

Late Charges

Some leases have an established
allowing for a late fee charge. Depen

and most leases have a provision
iiic lease, the late charge is usually

Certain leases spgesi e charged; for instance, a charge of $5 on
he tenth. In most cases there is a flat late fee

get at a rate high enough to discourage residents from paying
igh as to be unreasonable. Late fees are intended to encourage
residents t on time. Determine whether collecting rent on time or collecting
additional e from late fees is most important. In the event the resident makes
payment, but does not include late fees due, the lease should have a provision that any
monies received may be first applied to miscellaneous charges, (such as late and NSF
fees), with the remainder credited against rent balances. In this manner, the balance on
the resident's account is rent and is much more likely to be recognized in legal action to
recover it than miscellaneous charges would. Again, state law may or may not allow this
practice.

rent
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Whether or not a late fee is charged, Independent Rental Owner Professionals should
attempt to make personal contact with residents whose rent is outstanding, and find out
why it is late. Obtain from residents firm dates when rents will be paid. Residents should

include fees for late payments with their rental payment. If rent is not paid on the agreed
to date, owners may elect to move forward with eviction proceedings.

Collecting a Judgment

When delinquent renters move out of the unit, owners can bed Iviti recover the

usually licensed by the state. Colleci glPperate on their own and are regulated
by their state bar association.

In either case, it is vital to
bad debts requires spe

Snted attorney or agency. Collecting
e and is usually best handled by

professionals.

Collection agenci8 contingency basis. Generally there is an agreed to
charge equal to a unt collected as the agency fee.

The | 0 make an initial attempt to collect with a letter, sent in the

ast known address. Indicate in the letter a specific deadline for

In limited locations, laws allow for an "escalator" clause in a lease. Such a clause allows
an owner to raise rent; by either a specified amount, or by a stated percentage, in the
event that real estate taxes or utility costs should increase. There are areas where the law
allows owners who pay for utilities to include a clause stating conditions under which
residents will receive automatic rent increases, if the cost of utilities increases.
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SECURITY DEPOSIT MANAGEMENT
Security Deposit Refunds

Applicants should pay the full-required security deposit when the lease is signed and
always prior to moving into the property. Most IROPs avoid acceptance of partial
payment. Rental properties should not be taken off the market unl the full security
deposit has been paid.

Most leases provide for security deposits to be applied to unpa ntal
unit cleaning or damage or other monies for lease breaches s S or
attorney fees due from the former resident. Some leases also provi lessor's
right to possession of the rental property for nonpay r reason is
not affected by the fact that the lessor holds a seCul

States have different laws for managing sg r example, in some
locations security deposits for residentia taining 23 or more units must be

deposited in a bank or savings and
agency. Deposits are not subject to
account is paid to the owner.

chartered by the state, or a federal
tors of the owner. Interest paid on the

If the state does not requi
separate bank account, inste onies with personal/operating funds. Many
states require owpe rest to the resident on the security deposit
amount. If owners ° security deposit provision of the state statute,

awarded iti and reaSonable attorneys' fees.

deposit is applied to the payment of unpaid rent due, or for

rei , or damages caused by the resident. The resident must be
notifi [ able time period (as outlined by state and local laws), usually three
to 30 day arges have been assessed. This is called a deposit disposition
statement. case of compensation for damages, IROPs should include an itemized

statement of the damages caused to the dwelling unit, or the premises, and the estimated
or actual costs for repair or replacement of each item on that statement. Include
estimates or paid invoices or copies to the invoice (check local laws for exact
requirements). In some cases, if estimated costs are given on the statement, owners
must furnish residents with copies of paid invoices within 30 days from the date of the
statement.
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Residents have a specified time limit, after receiving notice, that the security deposit has
been applied to rent or damages, to pay the owner an amount sufficient, to restore the

unit. After doing so, the resident may be entitled to receive a security deposit refund in
full.

Laws regarding security deposits dictate the amount of time afte mination of the
tenancy when owners must refund the security deposit, or any p jning, that is

Eviction Procedures

Eviction is the legal process of re
some breach of the lease contract.
one or more of the following reasons:

from possession of the premises for
becomes necessary, it is often for

Residents not be evicted as retaliation against them for contacting government
services, such as the Board of Health, to enforce their rights. Residents may not be
evicted because the owner prefers to rent the unit to a friend, relative, or someone willing
to pay higher rent.
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Do not Delay an Eviction

Move forward immediately when an eviction is appropriate. The entire eviction process
can take months; much too long to lose income or allow for a resident to damage the
property, or disturb neighbors.

Take Separate Action for Residents who Act llle

Holding Over

If previous residents do not vacate a rejg the lease, or have
prohibited possession by the new residen Other way, the owner may need to
take legal action. Either an own resident may file a lawsuit to gain
possession and recover damages as An owner may bring such action on
behalf of the new residents, even pidents are the ones entitled to
possession. The legal re i outline@hi ase document. Generally, treble rents
are due daily until the res e unit and it can be prepared for the new

residents to move in.

Is called a e resident to "quit the premises”. The resident may agree to go along
with this alternative if he or she thinks there are grounds for the owner to win an eviction.
The owner may choose to offer an added incentive, such as moving expenses. The
resident should vacate the premises with all rents paid through the date of move-out. The
security deposits should be processed as if the lease term was fulfilled.

This technique is especially effective in cases where residents are conducting illegal
activities, or in the case of a sex offender discovered to be living in a rental unit, if the
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resident believes you can prove the allegation. If there is evidence that illegal conduct
has occurred, a resident's lawyer may advise him or her to move.

If there is sufficient evidence, consider writing the resident a letter stating that he or she is
in violation of the lease. An offer to release the resident from the teyms of the lease
should be included in the letter. Always check with your attorney be sending such a

letter.
If the resident will not leave, begin eviction procedures. Only un ms,
can locking out the resident or forcibly removing the resident be any

when a

resident is behaving illegally, owners may create resident's
actions are acceptable, which could jeopardize i i@ion proceeding.
IROPs may recover any delinquent and d T€ i@€ecparate from the
eviction. Usually these actions result in t

Domestic Violence and L griations

Determine whether there are laws garding the handling of early lease
terminations due to domestic violence . bre and more states are enacting

protections for victims of c abu
such protections for individuighi eir subsidized rent programs.

Ing any action. Some legal fees can be assessed to a wrongful
ay be able to recover out-of-pocket expenses.

However, 1 r areas, Housing Courts or Housing Sections of Superior Courts may
hear eviction cases. Before taking legal action, owners should contact the local
government information office for the proper court. If an attorney does not represent the
owner, the owner should visit the court and consult with court personnel, prior to
undertaking any eviction action.
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How to Conduct an Eviction

The laws that govern eviction processes differ from location to location, however they
generally require the same basic steps. Basic steps to an eviction include:

In some jurisdictions, no offer of an alternative solution ¢
state they must vacate.

= Generally there is a waiting period for the resi
five days, according to state law.

= |f the resident refuses to vacate or rem inted time, the

owner should file for eviction. Wheg [ udgment for award
of the unit.

= If filing eviction for non-payme d of the unpaid rent is usually an
additional action to the eviction. should be made at the time of

= Once the eviction is fil
the action,
others the

ill be served with court papers identifying
. In some states this is a speedy process; in
S or even months.

» |If both parties appear, the court may require mediation or a similar stipulated
judgment. Otherwise, the court will hear the case by both parties.

= |f the court rules in the IROP's favor the owner will be awarded the unit but may
have a waiting period between the judgment and the execution of the eviction.
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= Once there is an execution order, a law enforcement official will serve the

execution and remove the resident and his belongings from the property. This is
often referred to as a "set out".

Eviction cases can often be delayed, or even dismissed, because of technical errors or
oversights. Simply using the wrong form, an inaccurate name, servi tice improperly,
or submitting a late form may hold up a case. An attorney speci g in exictions may
help owners to avoid mistakes and guide the eviction process.
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CHAPTER 9 - RENTAL UNIT & COMMON AREA

PREPARATION
PREPARE THE PROPERTY

Preparing for a new resident includes checking to ensure the propertygneets applicable
local maintenance code, the habitability requirements of the loca dlord/tenant law,

these requirements may overlap, they won't entirely; IROPs s
sources to ensure compliance. Premises leased to residents who

or forgetting items.

Preparation Checkilj

de seat been replaced?
= Do all lights work?

= Are the stove and refrigerator perfectly clean and functioning?

= Are there updated window coverings?

= Have any cracks or holes in walls or ceilings been patched and repainted?
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Key Control

Keys must be changed on all doors when residents vacate. When locks are changed,
retain spare keys. If there is more than one unit, keep spare keys to all rental properties
and buildings in a locked key cabinet. This serves two purposes: first, the keys are
organized and tagged, thus making it easier to locate keys in an em ncy; second, a
locked key cabinet keeps the keys safe from possible theft, thus he maintain security
at the properties.

Avoid tagging keys with the number or address of the unit; use a c
and kept in a separate location for safekeeping. Key control is a very
property management and one that can place IROP
mismanaged.

Common Minor Repairs

Vacant rental properties should be cleané ¥ possible dfter residents move out
to prevent pest infestation, mold dors. The initial cleaning includes
removing all trash, wiping down ap guntertops, sweeping and vacuuming
the floors and cleaning the windows. erty may also require pest control.

= burned-out light bulbs

= proken electrical switches or
outlets

= blown electrical fuses
= torn window screens
= torn shades and blinds

= broken windowpanes

= |eaky faucets or toilets

= torn or missing wall or floor tiles

= clogged faucet aerators in kitchens and baths

n C|Ogged drains = doors that stick
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= dirty heating and air- conditioning filters

Inspect the property to determine whether broken items can be replaced before calling in
service professionals.

Preparing to Paint

Remove all nails, screws and anchors and fill in holes with matchj
compound. Holes larger than five inches will need drywall r
switch plates and outlet plates. If walls are very dirty, scrub the
Seal watermarks, grease marks and crayon marks with a sealer s
loose paint. Paint chips in rental units built prior to
equipments such as a respirator should be wor
Protection Agency (EPA) Web site (www.epa.go

laster or patching

Painting

Include ceilings, walls, closets, doors)
kitchens, bathrooms and for trim. Se
Use brushes for trim and l0gs. You may also wish to use a paint
sprayer for the flat paint ap tral colors for carpeting and wall treatments,
and choose materials that are d maintain.

Cleanup
Replace switch pla lates. Remove all paint splatters on countertops,
cabin ' rs and woodwork. Scrape paint smears off windows. Clean

inks. Sweep paint chips from floors.

erty is painted and all repairs have been completed, the unit should
receive a cleaning.  Follow these procedures for comprehensive cleaning

techniques:

Kitchen

Ovens: Take out any removable oven parts and put them in the sink to soak. Spray the
oven with oven cleaner (if it is not self-cleaning). Follow directions on package; oven
cleaners are corrosive. Some oven cleaners take a few minutes to work, others should
be left overnight.
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Using an all-purpose cleaner, wash the outside of the range: top, front, sides and doors.
Clean the countertops and interiors and exteriors of cabinets and drawers. Clean the
interior and exteriors of the refrigerator. Defrost if necessary. Clean the dishwasher

inside and out. Vacuum and scrub range hoods and vents. Wipe down walls and clean
floors.

Bathrooms

Apply bowl cleaner to toilets, follow the package instructions. S

floor last.

Closets

Vacuum the shelves, doors and trac
Lighting
Clean light globes. Replac

Heating and

Clean or replace
units if necessary.

ir-conditioning units. Vacuum, wipe or scrub the

er, clean interior windowpanes and exterior if possible. Clean
sure windows open and close freely. Use a razor scraper to

remove dried pai glass surfaces.

Carpet Cleaning

Carpet cleaning is the last step in rental property preparation. This job is often performed
by outside contractors, but the best results are obtained with a process that employs
water extraction equipment, rather than chemical cleansers.

If cleaning carpets yourself, follow the instructions that accompany carpet-cleaning
equipment. Pre-treat heavily stained areas to improve final result. Do not use too much
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shampoo. This is a common mistake, and it makes the job of rinsing the carpet very
difficult and time consuming.

When finished, cover wet carpet with absorbing paper (available at most hardware
stores). If no one will be entering the unit for several days, the carpet can dry uncovered.
After carpet dries, vacuum to pick up residue. The rental property Id be ready for
new residents.

Final Inspection

Conduct one last inspection. Give counters and surfaces one |
additional pest control services if needed. Test the k

Safety Measures

Never advertise or imply that the pr

= Trees and bushes should be trimmed to allow for clear sight lines to doors and
windows

= Clearly post the address
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Limit access

Install deadbolts, latches and locking door knobs on entry doors

Install window locks

Install sliding door locks

= Limit access into the area

Maintain Curb Appeal

Housing that appears to be well maintained will attr
illegal activity. Changes that help communicate "s
communicate that this is an area that isn't cond

» Remove graffiti as soon as possible
* Repair vandalism
= Keep the exterior clean and fre
oms) clean and well lit

= Keep common are

Encourage Commun een Neighbors

The presence of{@E izens r es the possibility of illegal activity. In multi- unit

buildings, encoura 0 to know neighbors. Be alert to trespassers or
otherwise unknown R8oplg ion with police if people are loitering on the property.

Us ptement in the Lease

It i use the NAA National Lease Program. Leases are available
in - m offer thorough documents for use by the IROP and residents.
Security gujdelin e contained in the lease. It is important, especially when it comes to

residents r safety and security, that rights and responsibilities are clearly defined.
Use documents that have been reviewed by legal authorities in your state.

The Day Before Move-in

Conduct a final inspection before signing the lease and issuing keys to new residents.
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MOVING IN
Rental Property Inspections with Residents

Inspect the rental property with the new residents after the lease is signed. Items that are
damaged, but not to an extent to warrant replacement (minor burns in carpeting, chips in
a sink, scratches on the appliances), should be noted on the mov inventory form.
Wallpaper that is in good condition, left by a previous resident, ted. If the
damaged item (such as a missing closet roller or dripping fauc for repair,
it should be noted. Be sure windows and doors have working | ted
fire suppression fixtures are installed and/or available.

By signing this form, residents indicate that the premi re clean, safe a nctional at
the time of move-in, and that the premises will hion at the end of
tenancy. A Move-In/Move-Out inventory forrg Qe Cti purpose. It can
be used to record the condition of the unif## sed to describe the
condition at move-out.

Rroviding the new residents with entry keys, including
parking facilities, if parking is provided in the lease.
s both apply. Make certain that only the renter picks up the keys;
or to issuing keys. Do not allow someone who is not on the
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Lease and Move-in Package

To help facilitate the move-in process, and make the new residents feel at home, IROPs
often provide information about the building and surrounding community. Include some or
all of the following documents in a move-in package:

= Copies of the signed lease, security deposit agreement, and
documents and addenda.

= Utility and telephone service information. The electric and
require completed forms prior to move-in. If residents pay for u
services should be placed in their names prior oving in. Resi
make arrangements to have their services conn on or before mOWe-in day.

= Change-of-address cards.
= Maps of the area.

= Alist of frequently called tele
stores, restaurants, cab compa

. police, fire, hospitals, schools,
f Commerce.

Place materials in e marked with the new residents' names, rental
property number, n pove-in date. A professionally prepared package of
informagi

Coo nt's move-in schedule with former residents' move-out schedule.
Consider elevator eduling problems, mailbox and doorbell name tags, utility hookups,

Identification

New residents must have their names displayed on the mailbox and doorbell. To
maintain neat and uniform appearance of doorbells and mailboxes, make the name tags
rather than have residents make their own. Some IROPs charge a fee for this, and larger
buildings usually have the management office handle this function. Unless the property is
a high-rise, a name tag fee is not a common charge.
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Emptying Packing Cartons

Instruct residents on how to dispose of bulk rubbish, such as moving boxes and wrapping
paper.

ip between the
n the difference
iflont renews

A successful move-in process helps ensure a good business relatio
Independent Rental Owner Professional and the new resident.
between a good move-in and a poor move-in will determine whe
his or her lease year after year.
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CHAPTER 10 - RENTING TO PROSPECTS

Renting the unit and collecting rent is the key to successful property management.
Maintaining occupancy and reducing "down time" further increases incgge potential. To
increase the likelihood of quickly locating and renting to prospectiv Idents, follow the
steps outlined in this chapter.

Establish Relationships with Prospective Resi

Establish a relationship with the prospect and the IROP has a better ¢ Ing the
property, even if the property does not have all of the ct desires.
People are drawn to where they are appreciated . personal and

experience.

Ask Lifestyle Questions

Presentations should be geared t i sidents' lifestyles and preferences.
Prospective residents see only walls,

a home. As an example, in [ I0¥s statements such as "This is the living
e residents make these observations while
it. Perhaps say, "Doesn't this view give you a
peaceful feeling?" f the carpet allows you to customize the home to

meet your needs."

amenities that th
property.

mpetition provides, in order to point out the unique features of this

If there are many vacant properties in the area, do not point this out to the prospective
residents. Good salespeople demonstrate that their product is in great demand, thereby
creating a sense of urgency that helps close the sale.  Most prospective residents want
to be guided through the process and may become confused if the salesperson points out
dozens of other alternatives. Assist the prospect with making up his/her mind.
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Show the prospective residents the specific rental unit that is for rent and customize the
presentation, taking into account what the prospective residents have told you during the
gualifying interview. Be sure the unit is perfectly ready; never show a rental unit that is not
move-in ready. Certain states require the actual rental unit be shown to prospective
residents. This may be accomplished by demonstrating the unit after pgospects rent the
unit. However, in these jurisdictions, failure to show the actual can result in a
cancellation, possibly requiring the IROP to return all monie there are
multiple units, a model unit may be shown, this works wel rty is under
construction and the actual unit has not yet been built. (Some led

access to occupied units for the purposes of renting the unit. In
notification is usually required).

Manage and Respond to Objectiq

Prospective residents will often point ou unit. It might be a
legitimate concern, or an attempt to obt8 duction, or¥other concession. The
resident may simply be considering d needs a bit more convincing before
making the final decision. a response. Learn how to respond

positively, avoid anything that resem or agreeing to a concession. For
example, if someone com very small," a positive response could
be, "Yes, it is; cleaning it t the spacious, well-lit dining room you
have."

FREQUENTL CTIONS AND RESPONSES:
Therentis to

Point [ parable to similar units in the area. The amount of rent being

market for the type of rental unit and amenities offered.

skyline vie amount of rent for the unit has been adjusted accordingly. There isn't
much that can be done to change the view, but IROPs can suggest a variety of window
treatments, plants, etc., to offset a poor view.

The rooms are too small.

Mention that efficient room sizes are good for energy savings. Consider pointing out
large closets or other amenities such as storage lockers, a bike room and so on. Ask
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prospects about their furniture and how they might arrange those furnishings to "fit" the
space.

The rental unit is dirty.

A dirty rental unit should never be shown. If you must show an occupiedgental unit that is
dirty, explain that it will be cleaned and redecorated. This is the of complaint on
which you can take action.

The closets are too small.

The kitchen is too small.

Smaller kitchens are usually step-saver

layout is very efficient. Ask prospec e they spend in the kitchen and point
out time-saving items such as micr washers. When showing the rental

Electricity is conty ' ts who pay only for what they use. Where utilities
are included in t
residents then pay ey use but also for what their neighbors' use. Point
out en i i using the heating and air-conditioning units. Sell any unit
ch as ceiling fans, double-paned windows, etc.

Wrong color.

eplaced to suit each new resident's color choice. Suggest using an
at once furniture is put in place there will be very little perimeter carpet

Carpeting cannot
area rug.
showing.

The carpeting is old.

Carpets are replaced due to tears or bad stains. New carpeting would increase the
monthly rent if replaced unnecessarily. Suggest putting in new carpeting if the residents
agree to pay for it themselves or if you amortize the expense over a 36-month period. The
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residents must agree to pay any outstanding balance should the lease terminate sooner
than three years.

The appliances are old (or the wrong color).

If appliances are in good working condition, they will not likely be replaced. Appliances
cannot be replaced to suit each new resident's color choice; howev ppliances can be
painted. Suggest that the resident pay for new appliances or am er a three-
year period.

There is no parking garage.

In some cases, street parking is available. Provide i arages or
lots in the area. Most residents of downtown areas use ' jon and many do
not own cars.

There is no balcony or patio.

Most residents seldom use their b ' , which serve only as storage areas
for bicycles and miscellaneous items thing at the pool, rooftop sundeck or

sleeping areas. If t 00 on opposite sides of the living room, point out how
this facil rivac

't need a vacuum cleaner and hardwood floors don't create dust.

Suggest an area rd@as an option.

There's N0 swimming pool.

Properties with pools usually demand higher rents. Tell the prospective residents the
locations of the nearest public pools and/or beaches.

There's no security.

This objection is correct. Even if there is an in-unit alarm system and patrols, controlled
access and video-protected entries, the IROP cannot guarantee the safety or security of
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the resident. Security is a personal responsibility of the residents. Whatever protection the
management does provide is for the building and building property-not for the residents.

There are no storage facilities.

Properties without separate storage facilities usually have bigger rent
closets. If lack of storage space is a common objection, provide i
closest self-storage facility.

nits with larger
ation about the

There aren't enough bathrooms.

residents lived there satisfactorily with one bath.

The rental unit needs decorating

dishes. A dishwasher will i i > Depending on kitchen size and layout,
d dishwasher, or the residents may want to

pet in a rental unit, a large deposit and sometimes monthly pet
pperty does not allow pets then this prospect may need to seek

When a property offers a health club, the rents are higher and all residents pay for it
whether they use it or not. Provide information on the nearest public facility.

Showing the Rental Property

Avoid allowing personal opinions of the rental unit to influence the customers' decision.
Never point out negatives. The prospective resident may view your negatives as
positives.
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Avoid letting prospective residents wander around a property unattended. Always remain
nearby; close enough to hear and observe any positive or negative comments that may

arise. Be familiar with the surrounding community and be prepared to answer questions
about schools, shopping, commuting, local laws and nearby services.

urn to the main
liked. Be

Avoid ending a demonstration of the property while in a small room.
living area. It would be appropriate to recap what the resident
prepared to produce an application and take a deposit check
time. Carry a notebook containing the necessary paperwork
property for rent.

Closing

Many people in property management are ex
rental units, yet they produce very few actug
ask for the sale.

Closing is the process of asking fo
necessarily occur only at the end of

"How do you like_ ?" "Is ?" "Wouldn't it be great to live there?"
During the demonsgtration, ask ike the unit. Be sure you match the feature
you have to the DEL€ s easier to close when the questions elicit a "yes"
answer. At the ation, it will be natural, even expected by the
prospect, for you to 2m to apply for residency.

Ask, hings will you be considering?" Encourage the prospects to ask
guestions and cl any concerns. Indicate that the properties rent quickly. Prospects
should fe they hesitate, they may lose the unit. Press for a commitment, a

deposit and offer an invitation to lease.

Follow Up

Prospects often look at several properties before deciding to rent. The average prospect
looks for ten days before making a final decision. Often they must give 30 to 90 days
notice to the current landlord so they begin to look soon after the start of a six-month
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lease. As prospects view multiple properties, it is essential that the experience at your
community is a positive, memorable one.

Many prospects will not rent on the first visit to a property. This does not mean that the
prospect is lost, or that the IROP should give up attempting to lease, to an individual.
Keep in touch with prospective residents in order to encourage the eventually lease
with you.

addressing their individual requests communicating how quickly yo
a reminder in your Outlook/Day timer, etc. to check bagk with them.

viewed. Be prepared to give the
prospective resident some new piec that was not previously covered. Be

Require Written App

Use a standard & ation form. e application form will be used to gather all of the

information needeg ct's ability to meet established criteria, to live in
the rental unit. It is & information be given in writing. The applicant must
authori @WErify the information contained in the application. In addition,
ens n a credit check is obtained. Association Associations across
the @8ountr he National Apartment Association, have lease document

lease application forms that have been reviewed by counsel and
and statutory requirements. Check applications periodically to
-to-date with the latest laws.

meet good busi
ensure th

Application for Lease (Rental Agreement)

When prospective residents apply for a rental unit, they should complete the form while in
the presence of the IROP or agent. Never take an application over the telephone. IROPs
should meet prospective residents and discuss the lease terms in person. The prospects
need to understand, and agree to, the policies and procedures they will be required to
follow. This takes place before signing the lease application. Often the application
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summarizes the lease terms and identifies rent amounts, late fees and other important

terms of the lease. When the application is completed, collect the application deposit
and/or application fees.

In most states an application deposit is different from a security deposit,, A deposit taken
at the time of application is a guaranty that the applicant will rent the e if he or she is
approved for the lease. Often a separate check is collected deposited for the
application fee (offsetting the cost of completing the screeni

performed. Credit checks should be comple
includes husband and wife if they isted ¥ er on the lease as being jointly and
severally responsible. All applicant ed to fill out the pertinent areas
indicated and to sign the form while in

When the prospective re
application with them in or

d and signed the form, review the
complete or missing information. Where

space.

At the ti cation 1s signed, applicants should be informed that they will
' of the security deposit if the application is denied. If however,
, but the prospect cancels the application, the deposit will be
s Mave many different interpretations of the word "forfeit". Some

" i¥deposits, but apply charges against them. Know the laws that apply
in your ar times, property owners request that application fees and deposits be
paid by separate means, usually two separate checks. Since some states require
immediate refunds of deposits when prospects applications are denied, it is much easier
to return the deposit check and maintain the application fee if they are collected
separately.

87



I
Approving the Application

Applicants should be informed that income and other items listed on the application will
be verified. Post application approval criteria or give a copy of the criteria used indicating
requirements for approval. Notify applicants immediately regarding acceptance or
rejection of application. (Recall we mentioned earlier about the adver ction letter that
is now mandatory.) Obtain a telephone number and/or e-mai dress where the
prospective residents can be reached for notification. Applicant
they have been notified of acceptance and they later cho
agreement. Document who was notified and when the applicant wa
acceptance or rejection.

Income Requirements

If applicants have an income less than the eg

ployment. If the employer insists that
the request is made writin e "person to contact" named by the
over the telephone, send the employer a

Ver gross earnings than the applicant indicated, recheck income
e applicant still qualifies for the apartment. If the employer will
he applicant should be asked to provide a letter, on company
e length of employment and the amount of income earned. IROP
t pay stubs as a method of verification.

If the applicant is self-employed, request copies of latest tax returns showing gross
earnings. A prospect may provide a verifiable financial statement, a letter of
recommendation from a bank officer or financial institution. The goal is to verify income.
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Establishing Selection Criteria

Regardless of the length of vacancy, do not lease to just anyone, this is known as the
"warm body" syndrome. Establish a thorough application and screening process and
execute it consistently.

Basic criteria needed to satisfy ability to pay from the informatiq the application

include:

the prospective resident's current address and phone num

= the length of time the applicant has lived at his gr her current ad

= the names of perso
Instruct each applicant to ent authorizing you to contact his or her
references and ch on the application.

e consuming. Some Independent Rental Owner
do it themselves; others use third party screening firms -
nd criminal portions of the screening. Unfortunately there are
to get a guarantee on selecting the right resident.

One meth ider is "self selection”. By giving the prospective resident a clear
are an involved, hands-on manager who will actually run these checks,
you can eliminate several would-be troublesome residents that are searching for an
absentee owner. By actually completing the screening you already set yourself apart
from other owners who may not perform an in-depth check and are later forced to deal
with the consequences.
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Establish Uniform Standards for Accepting Residents

Develop uniform minimum standards on which to base your choice. For example, a
reasonable income level may be a requirement to ensure that prospective renters can pay
the rent. The IROP may also establish policies that prohibit residents from moving in with
certain possessions - perhaps pets, motorcycles, waterbeds, or large lances. This is
a good business practice and can prove valuable if there are alle s of favoritism or
unfair housing practices.

guality Independent Rental Owner Professional that i
community. Apply policies consistently.

Screening with the Applicatio

Review the information on the applicati®

. It also is more than checking with the last
so troublesome that his current owner

The criteria used for selecting residents are a safeguard for the IROP. The three criteria
include:

» The resident's willingness and ability to make timely rental payments every month.

= The resident's willingness and ability to abide by the provisions in any lease or
other rental agreement you have him or her sign.
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= Your reasonable expectation that the resident is not planning to engage in illegal
activities on your property, or destroy your property.

Consider Using Income Ratios in Setting Criteria

When lenders evaluate whether borrowers will be able to make their mgkigage payments
under some programs, they use a benchmark, or standard, to sure borrowers'

to pay the rent each month.

Ranges generally run from 30 to 40 perceg
applicant's housing expense and income ag
applicant's gross monthly income by .3

To measure the ratio bet
housing expense/outstandi
multiply the applica

against the 38 percent benchmark, first
by .38; then compare the result with the

ss monthly income is $3,000. If his or her
$140, and the rent you are charging is $1,000 per

example, suppose
outstanding monthl

stics such as ratios, it is important to view the big picture. Some
living on fixed incomes or low salaries, but have excellent credit
histories and a proven ability to meet their monthly rental requirements. He or she may
already be making rental payments as high as, or higher than, what you are asking.

If an IROP encounters low-income applicants who receive subsidies from rental
assistance programs, be aware that some state and local fair housing laws prohibit
discrimination against applicants based solely on the fact that they receive such
subsidies. If an applicant who is receiving a subsidy is capable of paying the rent each
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month on time, has satisfactory references, and meets your other acceptance criteria, he
or she may be a very reliable resident.

Determine how an applicant's subsidy works. In some cases, people receive a fixed
subsidy and are responsible for meeting any remaining portion of the rept themselves. In
other cases, they are responsible for paying a certain percentage of i e as rent, while
the subsidy makes up the difference. Sometimes the agency prow bsidy pays
the resident, who, in turn, must pay the owner. In most case Ing agency
pays the owner directly.

If the agency provides only partial subsidy, you may ortion of

the rent that will be the applicant's responsibility. Fo receives a
$750 per month subsidy for his family and the ek old must meet
your income requirements for the $250. Usid@ i ay mean a gross

monthly income of no less than $750.

Check the Applicant's Cr

Just as the lender you applied to fo on your rental property researched
your credit history, you should researc pry of your potential residents. Get
credit information in writi than one creditor's opinion. A single

negative report could be the iS@Ute unrelated to your applicant's actual ability
to pay debts; a si iti represent an isolated incident in which an

can objai [ om resident screening agencies, which get the reports directly
gencies. There are local and regional companies of this kind.

areas of most libr . Contact your local apartment association for screening vendors.

A credit report reflects outstanding debts, monies owed, timeliness of payments on credit
cards or other debts. It also reflects former addresses and provides other names used by
the applicant's social security number.

To obtain such a report, you will need to provide the resident-screening agency with the
applicant's Social Security number. To comply with the Fair Credit Reporting Act,
screening agencies may also require you to provide them with an applicant's written
permission to obtain a report on his or her credit. The cost is tax deductible.
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Once the decision is made to check credit, what is considered "acceptable" credit?

Determine the number of acceptable late accounts allowed, whether a personal
bankruptcy will disqualify the applicant, and whether landlord debt is a disqualifier.

Some prospects do not have a credit record, but may have a history of paying their rent
and utilities on time. Contact previous landlords or the electric, gas, one companies
the applicant has used. When talking with utility company repre i sk whether
the applicant paid monthly bills when due and whether bills w

obtain this information, ask the applicant to provide cancelled che hat
reflect that bills were paid on time.

Applicants who have been evicted from their previou ' a notation
on their credit report. The local apartment assQgigiti rovide you with

additional guidance in such situations.

Obtain References from Prev

One method of obtaining renter'
Questions to consider when intervi

speaking with previous landlords.
andlords may include some of the

ill be the IROP's decision to accept or reject that

counts. An applica C rent, who gave false information, or has a poor
credit history, is eaSy e difficult challenge will be sorting out the applicant
who

So residents in the order in which they applied for the vacancies.
Onc n a resident in this way, you might want to offer other applicants

There are several reasons you may deny rental to an individual:
= False information.
= Convictions for drug activity.

= Some types of court judgments.

93



=  Poor credit check.

= Documented poor references from previous owners.

= If they cannot or will not pay the application or screening fee.

= Failure to meet any one of your other criteria.

Be sure that when you evaluate the findings from the screenin ur selection
based on business criteria, not on any reason or characteristic
Fair Housing laws, discussed earlier in this text.

or who do not have enough resources to nts, or who do not
otherwise meet fair rental criteria. Whe S cant, for any of these
reasons, it is necessary to let the apphi » gising a third party agency for reports

(credit, resident history or criminal the reports produce information that
causes the applicant to be rejected, t i Qllikced by the Fair Credit Reporting Act
to advise the applicant that

The Act requires IROPs wh r impose additional requirements, based on
information in the [ , to provide that applicant with an "adverse

Consumer Reporti A) - a business that assembles reports for other
mon example is a credit bureau. If the reference is verified by
your employees, the reference is NOT covered by the Act. A
ency hired by you to do the verification is covered. Many of

Consum reports that contain information about a person's credit
characteristics, character, general reputation and lifestyle. It may also include information
about someone's rental history, such as information from a previous landlord or from
public records such as housing court or eviction files.
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Adverse Action - is any action by a landlord that is unfavorable to the interests of a
rental applicant. Common adverse actions include:

= Denying an application.

» Requiring a co-signer on a lease.
* Requiring a deposit that would not be required for another
» Requiring a larger deposit than would be required of anothe

= Raising rent to a higher amount than for anothegapplicant.

CRA u M For example, a report from XYZResidentScreen includes a
' edit Bureau. The credit report has negative information about
you to turn down the applicant. The adverse action notice you

information to you

Document all"of your decisions, date and time of acceptance or rejection and copies of
written notification. The IROP may one day be called upon to show that the decision did
not reflect illegal discrimination against any group protected by Fair Housing laws. So it is
important to always document decisions to reject or accept applicants.
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Return the Application Deposits
While most application fees are taken and may be retained in order to offset the expense
of screening, deposits on applications that are rejected must be returned to the
applicants. Many states have laws that require prompt refunds. Check with the local
apartment association for more details on security deposit refunds.
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CHAPTER 11 - RESIDENT RETENTION & RENEWALS

Resident Retention

Long-term resident choose to remain living at a property, for one
following reasons:

several of the

= Affordability =  Service
=  Comfort = Safety

= Convenience

Affordability

Residents may be on fixed incomes or ig G i hey may be single
parent householders with little dispggsabl
increasing rents.

Comfort

Comfort means different Some residents may gain
comfort from emergency an i and procedures. Comfort can also extend
to personal or handi [ [ n the property. Maintaining a clean and
or shared spaces are kept in good repair may

Loc u can sell. Close proximity to transportation, highways,
sho Ices, day care, and schools and other facilities and services
used blic are important benefits to the busy lives of your residents.

Providing good service increases resident retention. Service includes following up and
performing repairs as promised, keeping work areas clean, and leaving a note when
you are in a resident's home to complete a repair. Courtesy, response and follow-up are
also included.
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Safety

Conduct thorough and fair resident screenings, provide reasonable exterior lighting and
keep doors, windows and appliances in good repair.

Neighbors
Good neighbors can influence residents to stay if they are friendly espect the rights
of others. Good neighbors care for their rental property and it nd set a

standard other neighbors will follow.

Resident Survey

e The best way to determine resident sati on | . resident
opinions can be accomplished in a_ V@i

1. Conduct quality control checks freq have made

service requests.
2. Conduct resident surveys at |
3. Consider resident meetings qua
4. Consider an informa distribute quarterly.

The Renew

veloping a relationship and setting the tone for interactions
tenancy. During conversations with new residents, IROPS
sident, or both are responsible for certain tasks like snow

often offer speci
washing

nstructions for using appliances such as microwave ovens or
and explain what to do in cases of fire or other emergency.

Inform residents how and where to reach the owner or management when necessary to
do so. Often IROPs establish a designated phone line or use an answering service for
this purpose.
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Expect Some Turnover

Despite best efforts, some residents may choose to move anyway. The national
average for small investor resident turnover is 59 percent, so if there are two rental units
and one resident renews, 50 percent turnover is slightly better than average.

privacy and right to peaceful possession of their home
lease period. (Peaceful possession is a legal term that means
e the premises without harassment or interruption.)

st enter a rental property when the residents are not at home,
hout prior notice, leave a note stating that you were there and why.
general, do not enter a resident's home without giving at least 24 hours
notice. Be careful to comply with state laws.

Financial Benefits of Lease Renewals

Obtaining lease renewals can be an IROP's most productive activity. Resident turnover,
which is estimated by the National Apartment Association to be 57 percent nationwide,
carries many hidden costs. Common areas may be damaged during the move. The
rental unit will need cleaning and may need a new carpet or other redecorating. Time,
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energy and money must be spent on finding a new resident and showing the residence.
You may not find a suitable resident right away and the rental unit may stand empty for

a month or more. Even without lost income, it can easily cost several hundred dollars
each time resident moves out and new resident moves in.

Renewing a lease, on the other hand, can afford substantial savings, vertising costs

to pay rent, who have many late charges, who hav i ho have
created noise or nuisance problems.

For example, if the market is soft and yoRiis : vacancies, you may
decide to renew the lease of a r been slow to pay rent, but has
otherwise been a good resident.

The less time spent finding [ ccessful you will be. Long-term,
stable residents mean a

costs, but also lower mainte ce these residents take better care of the
property.
To retain good resi ward system. Be creative. For example, help them

celebrate their anni dent. When residents have occupied the unit for a
Ow your appreciation. ldeas range from discounts on rent to
handy man for a day.
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THE END OF A LEASE TERM
When to Begin

Most leases define when a resident must be notified regarding lease expiration, unit
inspection, and rental increases. In those states that do not specify, it is recommended
that you begin the renewal process 90 days in advance of lease expir

Inspection Prior to Renewal Offer

for clarificatior® Residents

the corrective work to be completed. Check your loca
| e inspection,

with units maintained in excellent conditio

Lease-renewal time is a pivotal poirig enant relationship. This is when
residents request redecggating,
improvements.

years. This is not (s sidents, but also to maintain the value of the
property.

intained by the resident and doesn't need decorating or carpet
e resident a rent rebate in an amount slightly less than what

If the IROP agrees to replace, install or repair an item as a condition of a resident
agreeing to renew a lease, it is a good policy to honor that commitment as soon as
possible.

Renewal

The renewal process begins on the day the resident moves in, but the actual procedure
of obtaining a renewal commitment should be initiated approximately four months
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before the expiration of the lease. Plan to spend some money on renewals in order to
reduce turnover.

A lease is not considered renewed until all the lease documents are signed and
delivered by the appropriate parties. When the renewal process is completed, update
all resident files and security deposit records.

Form Letters

When obtaining renewals, letters, flyers and other written mat
convey rental rates quoted and dates of notice delivery, which confi
state laws. However, letters and notices are not s
that may be necessary to obtain renewals.

90 Days Before Lease Expiratioj

If you choose to renew the lease, send a [ | letter). Enclose the
proposed renewal lease and advise e new rental rate and lease term
options. As an added incentive for you can offer a one-time rebate of
$25 to $30 or a free carpet cleaning enewal lease 60 or more days in
advance of the lease expirai

If a resident has accrued un
renew the lease, sgnd copies
be brought up-to- j

or other fees and you have still decided to
ts with a letter requesting that payments
that they cannot be renewed until their account

One w t the renewal information, contact the residents to ensure the
d to encourage a prompt response.

If a reply has n een received from the residents within 30 days of sending the
renewal i n, send a follow-up notice (the 60-day letter). In many states, 60
days is the required renewal notice period. The lease document will stipulate the notice
requirements.

45 Days Before Lease Expiration

If residents have not returned lease documents 45 days prior to the lease expiration
date, send a second follow-up notice (the 45-day notice letter). This letter informs
residents that they must contact you within 24 hours if they choose to renew the lease.
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Otherwise, the rental property will be considered available to show to prospective
residents.

30 Days Before Lease Expiration

Send a "notice to vacate" letter to residents who have not respo
indicated in writing that they will not be renewing, specifying the co ns under which
the rental property is to be surrendered. This letter must typic least 30
days prior to the lease expiration date. Check state and local la nal details.
If the state mandates and the lease reflects a 60 day notice perio
letter should be adjusted accordingly.

d to or have

The opposite approach may be in effect. The lease hat allows
the lease to automatically renew in the form o notification is

Non-renewals

Occasionally the IROP will choose
based on any number of reasons: ¢
occupancy limits, problem [ allydisturb other residents, etc. Give

In some states y@ [ o tell the residents why you have chosen not to
renew the lease.
attorney to determing i ts that must be met.

Ask residents why glley are moving, especially if they are good residents. In all cases
you need y they are leaving - you may learn valuable information that will aid
in re-letting the unit. You may also try to secure the lease by counter offering a new
renewal rate based on a competitive rental rate. Residents may change their minds and
choose to renew the lease.

Move-Out Inspection

The move-out inspection should be conducted on the day that the resident vacates the
rental property. The purpose of the inspection is to document the condition of the rental
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property and to ascertain what needs to be repaired or replaced. Based on the
inspection, the amount of security deposit to return to the resident will be determined.

Regain Possession

Determine the exact day the resident will be vacating the unit and be o
the keys and regain possession of the rental property.

Breaking a Lease by Ending a Lease Early

lease defaults.

= The IROP may allow residents gl property or assign the lease to
substitute resident iS can option; the IROP may be unable to

e able to charge a flat liquidated damage
amount - a he lease - along with any rent due up through

the date of

withiout giving notice. In such cases, the owner can initiate a legal
suit, b a to avoid such costly and stressful legal battles.

ghts to Possession

When residents rent a rental property, they are given and retain possession of the unit,
throughout the lease term. During the lease term, if residents are in compliance with the
terms of the lease, an IROP may not take any action to regain possession, except in the
case of abandonment, or as otherwise permitted by law. When residents move out
IROPs regain possession of the unit.
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Even if the residents are not in total compliance with the lease, an IROP cannot take
possession of the rental property unit by locking the residents out, removing part of the

dwelling unit (for example, the front door), or withholding services (utilities, water,
garbage removal); except under very strict laws in some states.

Turning Over Possession

When a lease ends either through notice, agreement or oth

Usually turning over possession is a routine busj
residents agree to terminate the lease or sublet the
move out on the agreed-upon day; and the n i
the unit is made ready.

Forcible Detainer

There may be times when the resi [ urn possession by not vacating the
unit, or not returning the keys. This
the IROP (or new residen

When the notice period has elapsed, the IROP regains full dominion and control over
the premises, and property, and can begin preparing the rental property for re-rental.

Abandoned Personal Property

Occasionally residents will move out and return the keys, but leave behind some
personal property. The personal property must be removed, recorded, and stored or
disposed of properly.
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————
Generally, personal property left in a rental property is considered abandoned if the
residents appear to have moved out (except in the case of eviction), and the rental
property no longer contains food or clothing. Abandonment is a term that has technical
meaning in the law and some states have specific statutes defining it. The lease form

may contain language governing abandoned property, and owners' ri
The general procedure to follow for disposing of the property is as fo

= |f the resident fails to claim personal property at the end of t idd’the IROP
should make an inventory of the property, noting any damage
witness is recommended for this process and taking pictures are
recommended.

storage may
to the owner.

lems Arise

keep resident problems to a minimum is to develop strong
in the areas where rental property is located. IROPs often
ber to a neighbor so that the owner can be notified if a problem
occurs at the ren roperty. Establish with the neighbors that you have a common
neighborhood nice. The cardinal rule about establishing this
neighborhood network is that when the neighbors do call, take it seriously and act
immediately. If neighbors sense that the owner really doesn't care, they may not help
the owner in the future.

Problem Residents

When a resident with a problem confronts the Independent Rental Owner Professional,
the IROP should avoid arguments. Arguments will only serve to create tension and bad
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feelings. This tension may create a barrier to future communication between the IROP

and the resident, and may ultimately lead to more serious problems. Residents need to
know that the IROP will seek a compromise if possible.

Managing Resident Complaints

Handle complaints quickly and discreetly. If a resident compla

about another

without contacting the owner.

If there is difficulty with one resident, don't allg ; to a level that
might involve other residents, particularly if g : [ rty. Don't discuss
resident information with other residents.

respond to a request, the next ste @@send the resident a written notice
advising the resident that they are in ggiease. The notice should refer to

Ha
Th hen the owner and the residents will disagree on matters
rega i nditions or operating policies and procedures. The owner may

need to serve a ination notice, carry out an eviction, or seek legal counsel, to
formalize and remedies. If the problem involves health or safety issues, the
IROP is best served by consulting with a lawyer. In most states when an IROP pursues
a non-rent breach of lease eviction or other legal action, counsel is required.
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General Guidelines for Adjusting Claims or Disputes

In the adjustment of claims or disputes, use the following general guidelines:

= |If the issue involves the condition of the premises, both the IROP and the resident,
on reasonable notice to the other and for the purpose of ascertaininggbe facts and
preserving evidence should have the right to inspect the dwelling and common
area premises The Independent Rental Owner Professional [
agree at the time of any claim or dispute to allow a third-part i r survey to

ust actually move out of the rental property. If the IROP sues
g the lease, and the resident's defense is that a problem was
ROP was properly notified of, the judge may find for the
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APPENDIX

The following forms are presented as suggestions for your use. The forms should be
reviewed by your counsel prior to use so that you can be assured they are in
compliance with state and local laws. Please feel free to duplicate the needed.

Make Ready Checklist

= Inventory and Condition Report
= Resident Referral Request

= Resident Survey

* Notice of Returned Check

= Notice to Vacate for Non-Rent Bregch o

= Guest Card
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MAKE-READY CHECKLIST

Check () OK column, if item is OK. Check (_) NO column, if repairs are needed.
When completed, initial OK column.

OK NO
ENTRY WAY HALLWAY
Exterior Light Carpet
Apt. Number Walls
Front Door Ceiling
Locks
Door Frame
Peep Hole

Weather-stripping
Entry Tile

Interior Light
Door Stops

Entry Alarm

LIVING/DINING ROOM Air Conditioner

Carpet Thermostat

Walls

Ceiling UTILITY ROOM
Light Fixtures Door

Ceiling F Floor
Drapes/@iiinds Washer/Dryer Connections
Window Leaks

Glass Handles

Locks Washer

Screens Run One Cycle
Light Switches Rubber Foot Pads
Receptacles Level

Cable Qutlet Water Hoses

Cover Plates
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Make Ready Checklist Page 2

OK NO OK NO
FIREPLACE Dryer
Damper (closed) Door
Screen/Doors Lint Trap

Grate Vent Hose

Hearth/Mantle Vent Cover

AIR VENTS WATER HEATER
DOOR STOPS Hot Water Line

PATIO/BALCONY
Door

Windows

Glass

Locks

Screens

Railings

Decking

BEDROOMS

Closet Ceiling

Door Light Fixture
Light Ceiling Fan
Carpet Light Switches
Walls Receptacles
Ceiling Cable Outlet
Shelves Phone Jack
Rod Cover Plates
Drapes/Blinds
Windows
Glass
Locks
Screens
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Make Ready Checklist Page 3

OK NO
KITCHEN KITCHEN
Floor Range
Walls Surface Elements
Ceiling Knobs
Wallpaper Indicator Lights
Counter Tops Timer
Light Door
Light Cover Springs

Switches
Receptacles
GFCI

Phone Jack

Cover Plates

Faucets

Leaks

Handles

Aerator

Sink

Leaks Vent Hood
Stoppers Light

Bottom Shelf Fan

Caulking Filter
Garbage Microwave
Runs Fr Refrigerator
No Vibral Exterior
Splash Guar Level

Leaks Caoils Clean
Garbage Disposal Shelves/Trays
Runs Free Light

No Vibration Light Switch
Splash Guard Door Gasket
Leaks Thermostat on Lowest Setting

Ice Bin/Trays
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Make Ready Checklist Page 4

OK NO OK NO
KITCHEN KITCHEN
Dishwasher Pantry
Run Full Cycle Door
Drain Hose Looped Door Stop
Air Gap Shelves
Kick Plate
Door Latch BATHROOMS
Secured to Counter Door
Switches Lock

Receptacles
GFCI

BATHROOMS
Faucets
Leaks
Handles
Aerator

Sink Stopper Cover Plates
Shower Mirror
Tub Drains Medicine Cabinet
Drain Screen Vanity

Tub Stopper Sides

Curtain R Bottom Shelf
Tile Gro Drawers
Towel B Commode
Linen Closet Flushes
Door Supply Line
Shelves Tank

Water Level
COMMENTS Ballcock Assembly

Flush Arm

Flapper

Seat

Bolt Covers
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INVENTORY AND CONDITION FORM

Property: Apt. No:

Resident Name: Home Phone: Work Phone:
Resident Name: Home Phone: Work Phone:
Resident Name: Home Phone: Work Phone:

Resident Name: Home Phone: Work Phone:
Within 48 hours after move-in, the resident must note on this form all defects or damage found in the it to the property office.
If not returned, everything will be considered to be in a clean, safe and good working condition. PI ms listed below if they do

not exist in the subject apartment.

PLEASE CHECK ONE: Move-In Condition

LIVING ROOM
Walls
Wallpaper
Plugs, Switches, A/C Vents
Woodwork/Baseboards
Ceiling
Light Fixtures, Bulbs
Floor/Carpet

ght Fixtures, Bulbs
Floor/Carpet

Doors, Stops, Locks
Windows, Latches, Screens
Window Coverings
Closets, Rods, Shelves
Closet, Lights, Fixtures

Qrs, Stops, Locks
pws, Latches, Screens
WiRtdow Coverings
Closets, Rods, Shelves
Closet Lights, Fixtures

Lamps, Bulbs Lamps, Bulbs
Other Other
KITCHEN HALL

Walls Walls

Wallpaper Wallpaper

Plugs, Switches, A/C Vents Plugs, Switches, A/C Vents
Woodwork/Baseboards,
Ceiling
Light Fixtures, Bulbs,
Floor/Carpet

Doors, Stops, Locks,
Closets, Rods, Shelves
Closet Lights, Fixtures
Other

Cabinets,
Countertops
Stove/Oven, Tra

Vent Hood EXTERIOR (if applicable)
Refrigerator, Trays, Patio/Yard
Refrigerator Light/Crisper Fences/Gates,
Dishwasher, Dispensers, Racks, Faucets
Sink/Disposal Balconies
Microwave Other
Other
BEDROOM ONE
GENERAL ITEMS Walls
Thermostat
Cable TV/Master Antenna, Wallpaper
A/C Filter, Plugs, Switches, A/C Vents
Washer/Dryer Woodwork/Baseboards
Garage Door Ceiling
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Property:

Apt. No:

PLEASE CHECK ONE:

Move-In Condition

Move-Out Condition

Ceiling Fans

Exterior Doors/Doorbell

Fireplace

Other

BEDROOM (describe which one):
Walls

Wallpaper

Plugs, Switches, A/C Vents

Woodwork/Baseboards,

Ceiling

Light Fixtures, Bulbs

Floor/Carpet

Doors, Stops, Locks

Windows, Latches, Screens

Window Coverings

Closets, Rods, Shelves

Closet Lights, Fixtures

Other

BATH (describe which one):
Walls

Wallpaper

Plugs, Switches, A/C Vents

Woodwork/Baseboards,

Ceiling

Light Fixtures, Bulbs
Exhaust Fan/Heater
Floor/Carpet

Doors, Stops,

Toilet, Pap

Bathtub, Enclosure, Stopper,

Shower, Doors,

Tile

Other

HALF BATH
Walls

Wallpaper

Plugs, Switches, A/C Vents

Woodwork/Baseboards,

Ceiling

Light Fixtures, Bulbs

Exhaust Fan/Heater

Floor/Carpet
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Light Fixtures, Bulbs

Floor/Carpet

Doors, Stops, Locks

Windows, Latches, Screel

Window Coverings

Closets, Rods, Shely,

Closet Lights, Fixt

Other

BEDROOM (describe which o

ows, Latches, SCreens

dow Coverings

losets, Rods, Shelves

Closet Lights, Fixtures,

escribe which one):
Walls

Wallpaper

Plugs, Switches, A/C Vents

Woodwork/Baseboards

Ceiling

Light Fixtures, Bulbs,
Exhaust Fan/Heater

Floor/Carpet

Doors, Stops, Locks

Windows, Latches, Screens

Window Coverings

Sink, Faucet, Handles, Stopper

Countertops

Mirror

Cabinets, Drawers, Handles

Toilet, Paper Holder

Bathtub, Enclosure, Stopper

Shower, Doors, Rods

Tile

Other.

SAFETY-RELATED ITEMS (Put “none” if item does not exist)
Door Knob Locks,

Keyed Deadbolt Locks

Keyless Deadbolts

Keyless Bolting Devices

Sliding Door Latches

Sliding Door Security Bars

Sliding Door Pin Locks

Doorviewers

Window Latches

Porch and Patio Lights



Property: Apt. No:

PLEASE CHECK ONE: Move-In Condition Move-Out Condition
Doors, Stops, Locks Smoke Detectors (push button fo test)

Windows, Latches, Screens Alarm System

Window Coverings Fire Extinguishers (check e -DON'T TEST!
Sink, Faucet, Handles, Stopper Garage Door Opener

Countertops Gate Access Cards(

Mirror Other

Cabinets, Drawers, Handles
Toilet, Paper Holder
Tile Date of Move-In:
Other -or-

Date of Move-Out:

e items (if in the dwellin that they are working,
d on this form. You acKhowledge receiving written
g the smoke detector(s) and

Resident Acknowledgment: | acknowledge that | have inspected and tested all of th
except as noted above. All items will be assumed to be in good condition unless otherwi
operating instructions on the alarm system and gate access entry systems (if the
verify they are operating correctly.

In signing below, | accept this inventory as part of the Lease Con and agree cts the condition of the premises
for purposes of determining any refund due to me when | move

Resident or Resident’s Agent:

v
Date of Signing:

Owner or Owner’s Representative:

v

Date of Signing:
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RESIDENT REFERRAL REQUEST

A Resident Referral incentive has been earned by the following resident for referring a new resident to the
property.

CURRENT RESIDENT

NAME

APT. NO.

HOME TELEPHONE

Resident’s Signature

REFERRED RESIDENT

NAME

APT. NO.

Move-In Date

TO BE COMPLETED B
Did the new resident list

Has thisr d within 30 days of move-in? Yes No

Incentive
Date:
Amount:
Entry #

Resident's Ledger:

By:

Resident referral programs are not permitted where restricted by law. Referral requests submitted more
than 30 days after new resident move-in are automatically disqualified.
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RESIDENT SURVEY

We are pleased you have chosen to make your home with us. As one of our residents, we look to you for
information and assistance to ensure we are meeting your needs and expectations. We don't know unless
you tell us or we ask. Your input is important to us!

Please take a few moments to complete the questions below. We are inter
impressions of the property. If you have a service request or just a comm
please use the space provided.

Apt. No. or Address: Date Survey C

in understanding your
to share with us,

Name Move-In Date

5-Excellent 4-Good 3-Average 2-Fair

4

1. How would you rank your property:

Landscaping/Grounds

Building Exteriors

Utility Service

General Upkeep
Mail Area

Parking

Rental Pricing

Programs or policies

Owner Availability

NO If no, please explain:

5. Do you require management or maintenance assistance now? YES NO If so,
when is it most convenient to contact you and at what phone number can you be reached?

We thank you for your time in completing this survey and for your continued residency with us. Your
answers will enable us to serve you better now and in the future.

Please return your completed questionnaire within the next ten (10) days.
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NOTICE OF RETURNED CHECK

Today’s Date Property Name

Resident Name Apartment Number

Check Amount

NSF Fee

Late Charge

TOTAL NOW DUE

Your check dated has been returned to us by your

bank.

This check must be cleared ifi order or cashier's check - cash will not be
accepted) within hours of the this notice. Your check will not be redeposited.

A NSF fee of $ rged to your account along with applicable late fees as

described in the lease ¢

We urge i nt quickly so that further remedies need not occur.

Please ir@Ctor if there are any questions about this matter.

Notice Date

Served By: Served:
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NOTICE TO VACATE FOR NON-RENT BREACH OF LEASE

Date

Names of all R nts

Street Address, City, State, Zip Code

RE: Notice to Vacate for Non-Rent Breach of Lease
Lease Contracted dated

Between Residents and Owner

Dear Resident(s)
You have violated your Lease Contract as
Lease Rule or Paragraph Number:

This is a substantial bre act. We are therefore exercising our right under the lese to

terminate your rights of @
other charges you may o
by given notice to vacate the premises on or before midnight, the

Signature of wner's Representative

______Hand delivered to resident
____Hand delivered to resident's dwelling
__ Mailed to resident

Date notice was (check one of the options) Mailed to the resident's dwelling

Original to Resident Copy to Owner
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ession, effective immediately. You are still liable for rent and
. If you have not already moved out, demand for possession is

, which is at least (days from the delivery of this notice to you or
jnove out by then will result in appropriate legal action before the Justice of



WELCOME INFORMATION

Name:

Address:

City: State:
Phone: Fax:
Cell Phone: E-mail:

Names of others who will be living with you:

How did you hear about us?
U Referral U Apt. Publication QO Apartment
U Realtor U Relocation Co. U Newspap
U Employer O Community Web site
4 Other

O Studio 4 1-bedroom 4

What floor do you prefer? rice Range desired

What features are mo

ds or desires for you're new home (i.e. room size, storage,
work space, etc.)?

What specificall cted you to our property?

We're a pet-friendly community. Do you have a pet? 4 No 4 Yes, | have a
(For pets that require housebreaking -- pet's age: , weight: )

Owners Representative: Date: / / Time: Day:
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(This side to be completed by the Owner's Agent)

1st contact: Date / / How? O Phone o In person o e-mail o other

Results

2nd contact: Date / / How? U Phone o In person o e-mail 0 g
Results

3rd contact: Date / / How? U Phone o In person o e-mail 0
Results

Model(s) shown

Vacant(s) shown

E-mail thank you / /

Guest's needs and wants

Hot buttons

If guest did not lease,
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