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Introduction 

Ownership and/or property management of real estate offers a genuine opportunity for virtually anyone to achieve the American dream—in whatever way a particular individual, family, or group might define it.

Owning property has proven to be a key element in the financial success of people in all walks of life throughout the country. Why? Mark Twain had an answer: “Because they’re not making any more of it.” This lack of any new property supply can be your route to wealth, stability, and happiness.

If you look up for a moment, you will see that you are surrounded by property, whether you are sitting at home or on a park bench. Somebody somewhere owns what you’re looking at. We live in property. Shop in property. Go to school, work, and vacation in property. Even undeveloped land is property. And somebody has to manage it.

Property management is serious business. It can be tough. It can be brutal. It can also be richly rewarding and a lot of fun. Which experience will be yours depends mostly on how you apply yourself to the principles and guidelines in this book. Success in real estate requires education, experience, hard work, dedication, and a vision, though a touch of good luck now and then doesn’t hurt either. This book is primarily about these first five elements. If you master education, experience, hard work, and dedication, and if you can apply a little vision now and then, you should be in a pretty good position to earn and enjoy your own luck.

Success in real estate requires education, experience, hard work, dedication, and a vision.

Is it time for you to get serious about property management? Only you can answer that question. Maybe you’d prefer to do a little in-depth research before making your decision. You might like to get a pretty good idea of what you might be getting into, or you might want a leg up and a head start on the competition. In any of those cases, this book is for you. It evaluates the ups and downs of the business, provides the pros and cons of some property-management particulars, and separates wise actions from the foolish or downright “are you crazy?” ones.

Managing property is not a course to be taken lightly. It’s a business, and it’s a demanding one. You have to think of it that way. When you purchase a building, a home, a shopping center, or land, you’re opening a business. Your survival and success will depend on your ability to manage that business to the best of your ability. Among the topics you’ll need to master are the following:

• Monitoring cash flow.

• Controlling expenses.

• Filing tax returns.

• Working with local, state, and federal bureaucracies.

• Tenant’s rights.

• Disclosures.

• Maintenance and repair.

• Legal matters.

• Finding reliable suppliers and contractors.

• Marketing, advertising, and public relations.

• Accounting.

• Dealing with people.

That last item could well become your greatest challenge. If you can’t deal effectively with people, most deals will prove to be bad deals in one way or another. You’ll always have some headaches in business, but when you deal with people effectively and professionally, you have fewer of them. You’ll also find that the headaches are of shorter duration and that their effects are smaller. The way people react to your property management style can have a significant impact on your profit and loss columns.

The way people react to your property management style can have a significant impact on your profit and loss columns.

Use this book to help you anticipate problems as well as to solve those that you cannot avoid. You can learn from the experience of those who have gone before you—especially from their unfortunate experiences. Of course you’ll make mistakes, but why make the mistakes of others when you can learn from them instead? Follow the proven path, as mapped out in this book, and you’ll be able to develop the skills necessary to accumulate wealth, enhance your security, enjoy life, and acquire your share of the American dream.



PART I 



Is Property Management Right for You?





Topics covered in this part:

• What it takes to be a successful landlord.

• How to assess your property-management skills and experience.

• The pros and cons of getting involved in real estate.





CHAPTER 1 DO YOU HAVE WHAT IT TAKES?

CHAPTER 2 THE PROS AND CONS OF BEING A LANDLORD



Chapter 1 

Do You Have What It Takes?


1: DO YOU HAVE WHAT IT TAKES?


2: THE PROS AND CONS OF BEING A LANDLORD



Managing a property is no piece of cake. Before you get into it, it’s important to evaluate your capacity for becoming a landlord. The ultimate rule for success in any part of life is to “know thyself.” You need to assess your skill set, personality characteristics, and the investment opportunities that are available to you.

You need to assess the investment opportunities that are available to you.

You are either a businessperson with the necessary skills to survive and thrive in real estate, or you are not. If you’re not yet ready, don’t lose heart. Provided you’re willing to make the investment of time and energy, you can acquire the knowledge and experience needed to build that successful career.

This book will help you get started on the right foot. First, consider these questions:

• Do you have the ability to say “no” and mean it?

• Can you handle different personalities?

• Are you capable of controlling your expenditures? 

• Is the up-and-down life of an entrepreneur right for you? Your family?

• Are you willing to stay on top of changing economic developments?

• Can you be realistic and honest with yourself?

• Do you trust your own instincts?

Surprisingly, your answer to the last question is perhaps the most important factor in determining whether you have the necessary skills and abilities to succeed in real estate. An instinct for real estate is an internal capacity and one a smart property manager will develop. If you can’t trust yourself, it’s unlikely that you’ll be successful trusting or earning the trust of others.

The Right Personality 

Property management requires a tremendous set of people skills for long-term success. Do you have the personality for owning or managing property? You have probably seen a movie or two that portrayed an evil landlord who bullied all the tenants, ignored their needs, flaunted the law, and generally got away with every dirty deed. It’s not like that in the real world. People have rights, and these days people are aware of those rights.

A good property manager has to be adept at handling all kinds of different and volatile personalities. It’s just part of the job. Sometimes you have to change your own personality from one door to the next. You might have to be the “good cop” at Apartment A and then switch over to the “bad cop” at Apartment B. You can’t take anything for granted when it comes to dealing with people. They will continually astound you.

A property manager has to look at things with a mature attitude. He (or she) must be emotionally removed from the professional duties of the job. You must develop a thick skin. It’s important that you become once removed from the people you have to deal with. If you can’t get over this hurdle, you’ll find that the chief reason for selling your property isn’t to make a profit but to get the heck out of property management.

Evaluate Your Business Skills 

Moving into any business activity unprepared is dangerous to your financial well-being as well as to your mental health and family life. Real estate is full of wonderful opportunities. It’s a great way to build wealth and security. However, if you don’t know how to play the game, there are just as many opportunities for disaster.

Developing Your Skill Set 

If you do not know what skills you need, you will need to do some research. Obviously, you’ll need a good understanding of basic business. That begins with the fundamental law of all business: Your income should exceed your losses. In other words, make more than you spend. That’s obvious advice, but you’d be surprised at how many otherwise smart people get so wrapped up in property management that they forget to apply it.


Family and Personal Life 


How your career in real estate affects your family and personal life depends on you. The key to balancing a successful business and family life is to never forget that you’re running a business. Yes, you may be providing a roof over someone’s head, an opportunity for a business to grow, a retirement nest egg for yourself or some “nice little old lady” investor, but you have to put the “warm fuzzies” aside when it comes to managing the business.


You’ll also need to know what kind of rental applications and disclosures you are required to use for tenants in residential property. It’s against federal law to discriminate, as defined in the Civil Rights Act of 1964. If you demonstrate that you have problems with certain kinds of people, the law could make certain kinds of problems for you. You’ll also need to know the local and state requirements in this area. Your research will involve a lot more than checking out locations.

Furthermore, you’ll need to find a good accountant, lawyer, and banker. Get to know the real estate brokers in the area. Participate in community and real estate industry programs geared toward new property owners. There are more resources, many of them free or at affordable prices, than you can probably imagine right now.

In addition to the classroom-style lectures, you can gather up a wealth of printed material on everything from sound business practices to local rules and regulations. Books, brochures, fact sheets, and all kinds of handouts can provide all kinds of essential information.

Go Back to School 

One of the best ways to acquire hands-on experience in property management before you make the full commitment is to attend classes that your local board of Realtors sponsors. You’ll find them well worthwhile for many reasons. They’re great sources of information and are usually taught by licensed real-estate professionals who know the “book learning” and the “real world,” as well as the differences between the two, particularly in your local area.

One of the real benefits of these classes is the opportunity for cross talk with your peers. Many of these folks are in your position, just learning the ropes, but others might be old hands brushing up on their facts and figures or getting a look at a new business arena.

Never be afraid to ask questions at these classes. The only dumb question is the one that’s not asked, and that’s especially true in property management. Another benefit you’ll reap will be the “dumb” questions other participants will ask. You’ll be surprised at how much valuable information comes out of those question-and-answer sessions—you’ll frequently hear people exclaim, “I never even thought of that!” Learning even a small bit of information can often be worth thousands of dollars or even more once you get into business.




Adopt a Business Attitude 

Success demands that you act and react as a businessman or businesswoman. That often requires you to act in ways that might seem offensive to friends and relatives who see you in action. That’s okay. You’re not dealing with friends and relatives but with people you depend on to do a day’s work for a day’s pay. Your tenants depend on those folks too, but you’re the one who’ll get all the grief if the job’s not done right and on time. You must be willing to be firm and conduct yourself in a businesslike manner.

Adopting this attitude doesn’t for a second mean that you have to become angry, mean-spirited, or gruff with people. It just means you have to treat business people as business people. They expect it and respond to it. And with most people you’ll find there’s plenty of room for common courtesy once the business relationship is established. State your needs plainly and honestly. Your objective for the given task is efficiency, thoroughness, and thoughtfulness in owning and managing your own property.

Always Be Prepared 

Realize now that you will at some time have to face challenges and crises that you do not necessarily know how to deal with. You’ll find unexpected opportunities. You’ll enjoy a sense of freedom unknown to many people in today’s business world. Despite all the challenges that may arise, you will be in a position to call your own shots, be your own boss, and control your own destiny. Although this book does not have all the answers, it will offer you a lot of assistance along the way. More important, it can help you be really prepared to face and overcome the problems you will likely face and to help you excel in your new career.


People Skills 

Property management involves many things: location, market trends, real-estate taxes, “crunching numbers,” projected rents versus actual income, maintenance and repair, depreciation, and many other physical and financial concerns. But the most important aspect in any building or real-estate transaction is the ability to deal with people. If you don’t learn how to handle them, they will surely learn how to handle you. The better you are at dealing with people, the better the deal will be for all concerned.

How Well Do You Deal with People? 

The answer to that question will give you a pretty good view of how you’ll likely deal with people in the real-estate business. Remember, the stress of the job doesn’t come from the task at hand but from dealing with other people. The crack in the bathtub isn’t the real problem. The real problem is the guy threatening to sue if the entire tub isn’t replaced before breakfast. The problem is your plumber, who decided to take a week off to go hunting in Colorado without telling any of his customers. The problem is the new kid at the supply store who doesn’t know where the tub-and-tile section is located. People looking over your shoulder, second-guessing your judgment, and expressing unrealistic expectations are your real problems.

There are many personality challenges out there, and this book will come back to some potential problems. For now, it may be sufficient to note that it’s important to curtail as many of these types of problems as soon as they arise. For example, when it comes to dealing with workmen, it’s important, and sometimes critical, that they actually do the work they’re paid for. You might be surprised at how many “professionals” don’t hold to this theory.

Pay such suppliers only after they’ve completed the task you’ve hired them to do. Always pay after the work is done. Period. No argument. Case closed. (As an alternative, you can go out there and learn this lesson the hard way. Don’t say you weren’t warned.) Your supplier may appear to be the nicest, most honest, most decent person in the world, but appearances can be painfully deceiving.

Maintenance and Repair Skills 

If you are buying your first building and you don’t have experience in maintenance, try to buy a building that is in good condition and doesn’t require a lot of repair. If you lack the time and opportunity to invest daily, a rehab may not allow you to enjoy your first endeavor.

Just think about the large number of areas where something can crack, break, leak, peel, rot, or go bad. Are you qualified to work on air conditioning, boilers, furnaces, interior and exterior walls, plumbing, electrical wiring, interior and exterior lighting, roofing and gutters, sidewalks and grounds, windows, stairways, elevators, parking lots and curbs, swimming pools, and a lot more? 

If you’re not qualified, you could easily create more maintenance and repair troubles than you had before you started out fixing them. It’s best to find a reliable individual or company to handle those chores. Remember that your tenants will consider this person as a representative of your company. Make certain that the maintenance person knows this and will act accordingly. In addition to being qualified in maintenance, your employee should be courteous, neat, and clean. He or she should be concerned with taking care of tenant problems and should always behave in a dignified manner.




If you do pay a workman in advance, prepare to invest a lot of time on the telephone listening to a lot of excuses, some of them heartrending. You’ll be amazed at how many kids with broken arms or impending surgeries one plumber or painter can have.

Also, plan on hearing a lot of “He’ll call you right back” messages and the “beep-beep-beep” of the answer machine. Painters, carpenters, plumbers, electricians, contractors, and a lot of other people are great at making promises. Some actually keep them. Find those folks and stick with them, but do your finding without paying up front.

Learn the Art of Listening 

People buy. People rent. People sell. They sign mortgages, dodge bill collectors, won’t answer your calls, and surprise you in the most delightful ways. They create your problems, and they create your opportunities. They may come from different social, religious, or ethnic backgrounds than you, and they may have different biases and ways of thinking. And you have to be able to deal with them all.

One of the best traits to develop (or enhance, if you already have it) is your ability to listen. There’s a significant difference between hearing and listening. When you really listen, you understand the problem, situation, or opportunity that’s being presented. Listening means understanding, even if you disagree with the premise of the conversation. When you can really listen, you can be honest and fair because you can work on the heart of the situation, not what you “think you might have heard, maybe.” The ability to listen will allow you to realize that many of the obstacles thrown in your pathway to success aren’t as big or as challenging as they may originally have seemed. Many of them will prove not to be obstacles at all. Listening is one of the greatest skills a property manager can have, and it can lead to real achievement.

When you can really listen, you can be honest and fair because you can work on the heart of the situation. 

Define Your Market 

Every city is one large neighborhood, which may be subdivided into a number of smaller neighborhoods. Within the neighborhoods are distinctive areas, sections, and streets. In some cases you will find considerable variation in property and property values within a single neighborhood. In fact, even a single street may have good blocks and bad blocks. A street that is full of lovely, well-maintained houses where people take pride in home ownership may be located a block away from a neighborhood that looks like the remains of a bad economic depression or even a war zone in some third-world country. It happens. The important thing to remember is that good and bad deals can be found in both areas.

Even a high-rise apartment building can be considered a small subneighborhood. Just because the property rises vertically instead of horizontally doesn’t mean the folks within can’t be a community. Many neighborhoods or streets organize regular block parties. That’s where everybody gets together for an afternoon or evening of fun, food, and friendship. That’s about the smallest region that you can define as a real-estate market.

Shopping for an Opportunity 

Whether a market is good or bad for you depends upon many factors. For example, a young female entrepreneur down South found herself in a remarkably bad housing market. The bottom had fallen through the basement and was digging its way down to China. Many good homes were selling for as little as 20 percent of their old value. Small homes in poorer neighborhoods were going for $5,000 or less. This was a horrible market, and it remained bottomed out for years. The economy gradually forced banks and insurance companies to take back all kinds of real-estate properties, but they didn’t really want these properties, and the lending institutions were trying to unload as many as possible as quickly as possible to get the drain off their books.

Whether a market is good or bad for you depends upon many factors.

The situation was unfortunate for a lot of people, but this young woman said, “Aha! There’s money to be made here.” Fortunately, she had the capital, knew what she was doing, and wasn’t afraid to invest. She knew she could afford to wait for better times, so she started buying up some of those low-end houses. As the economy began to improve, she was able to offer those homes at higher and higher prices and to make a substantial profit on her investments. The lesson here is this: A “bad” market for most folks turned out to be a great one for her.

Study Your Chosen Neighborhoods 

Each block or subdivision or rural route has its own personality. That’s a universal fact. For example, the north-south and east-west streets of Chicago provide a definitive grid for the entire city. Blocks are easily identified by their geographic location.

Chicago is an amazingly diverse city; each city block may also be identified by its personality. Wave after wave of immigrants arrived there over many generations, and each group tended to settle in its own neighborhood. Even today, you can find four- to eight-block areas that are identified as Polish, African-American, Italian, Chinese, Jewish, Korean, Yugoslavian, Spanish, Irish, Czechoslovakian, or Indian neighborhoods. Many more people continue to pour into the city, and each group adds its own assets to the economic and cultural heritage of the city. Each group tends to form a distinctive neighborhood. Other cities are much the same.

When considering going into real estate, do not attempt to study, analyze, and evaluate an entire city. The task is just too daunting for most owners and managers. Even large companies with a staff of research personnel are cautious about taking on such a task. Choose a neighborhood, a street, or even a block. Study it. Take your time. Get all the information you can. Really concentrate and focus your efforts. In a surprisingly brief amount of time, you will be able to realistically evaluate property, select the kinds of properties you want, reject what you do not need, learn the rules and regulations that apply to that particular area of the city or community, and give yourself the opportunity to get to know the people, community groups, and city personnel you will be working with.

Invest a Year in Research 

Good research takes time and effort. Conducted properly and in sufficient depth, it will be one of your most valuable assets. As a rule of thumb, you should plan on spending about a year on research before you purchase your first property. The more information you gather up front, the fewer unpleasant surprises or unexpected events you’ll encounter down the road. It’s far easier to alter your course or even bail out while you’re still conducting your research than after you’ve jumped in with both feet. It’s easy to land in economic quicksand. Remember: Research is cheap, and mistakes are costly—in fact, they could bring about the end of your real-estate ventures.


Do You Have What It Takes?

Only you can provide the answer. By now you should have a pretty good inclination, one way or another. Just in case you still have a few questions, here are a few more thoughts on the pros and cons, myths and misconceptions, and the decision on making your move or giving it a pass.

It’s Not an Inherited Trait 

You don’t need to come from a wealthy family in order to become a landlord. Successful landlords come from all walks of life. Those without inherited wealth scrimp, save, and plan until they earn that wealth. They have two significant advantages over most people born with wealth and over most people in general, really. They can visualize the future, and they have the get-up-and-go attitude to make that vision a reality. They have a innate sense of what needs to be done and how to go about doing it. Successful landlords aren’t infallible. Mistakes are common in any business, especially in one based on the intangible future. But successful people learn from their mistakes. They pick themselves up, dust themselves off, and say, “Well, I won’t do that again.” Then they get moving. Most of the time, they’re “moving on up.”


The Entrepreneurial Spirit 

A landlord needs some of the entrepreneurial spirit. Don’t panic. We all have some somewhere. Didn’t you have to “sell” yourself to your current spouse? Didn’t you have to “make a case” to get your current job, promotion, or pay raise? Don’t you have to present your side on issues at church, your civic club, or with your neighbor next door? Basically, that’s what the entrepreneurial spirit is all about. It’s found in anyone who believes enough in something that he or she is willing to initiate a change to make it happen. An increase in your income should serve as good motivation for you to mobilize your entrepreneurial spirit.

Many people believe a typical landlord (as if such a person ever existed) is market-driven. He or she picks up on what the marketplace wants or needs and goes about supplying that product or service. People in property management are certainly aware of the market, but they’re not in retail. Instead of waiting to respond to the market, they want to lead it. Often they will get there well ahead of people in retail businesses.

For example, a landlord may buy a building in what many people think is a poor risk area, turn it around, and make it into a great place to live—and his financial success. Other landlords will follow the lead and create more successes. Only then will you see the market-driven retail operations move in. By then, the real-estate leaders have already moved on to newer, better opportunities.

Are people in real estate addicted to risk? Not really. The freewheeling “let’s blow it all on one chance” landlords make for a good story, but they aren’t realistic businesspeople. Yes, risks do exist and risk-taking is involved in the process of managing real estate, but the successful people in this business keep it to a moderate level. If they’re addicted to anything, it’s not risk but the challenge of making things happen.

People in this business tend to be visionaries. Some appear to be downright psychic. They look at a home, a building, a block, or some other piece of property, and they see the potentials. Then they set out to make the potential happen. People might look at an old, decrepit building and see an abandoned machine shop, a ruin, or financial disaster in the making. However, a real-estate professional will see this site as a potential—an upscale apartment complex or an office building. He or she will see a challenge, an opportunity, and money in the bank.

Don’t Get Intimidated 

It’s easy to be intimidated by something you don’t fully understand. That’s doubly true for the real-estate industry. Suddenly you’re in a quagmire of local, state, and federal laws and regulations. You’re handling all types of personalities. And you’re having to find, hire, and build relationships with a wide variety of suppliers, all of whom know more about their business than you. Here are two important bits of advice:

1. Learn what you need to learn before you make a decision.

2. Don’t try to bluff your way through a situation.

Your first real-estate transaction will be very important to you.

For many folks, it remains the most significant of their career simply because it’s the deal that got their career on the happy path to success in real estate. Keep in mind that it’s not really as complicated as you might think. Very soon, you will become more comfortable with the process.

Your first real estate transaction will be very important to you.

For more information on this topic, visit our Web site at www.businesstown.com 



Chapter 2 

The Pros and Cons of Being a Landlord 


1: DO YOU HAVE WHAT IT TAKES?


2: THE PROS AND CONS OF BEING A LANDLORD 



It is an unalterable law of nature that everything that goes up must come down. The theory of gravity applies to economics and management, too. As with any occupation, you will experience the ups and downs, the good and the bad of property management. For every check that arrives on time, there is also a leaky faucet at 3:00 A.M. For every terrific investment, there is a layoff down at the plant. For every nice tenant in a business suit, there is a Beelzebub in a bathrobe.

The overall approach of this book is positive. Being a landlord and managing property is an exciting, challenging, and financially and emotionally rewarding undertaking. But there is no need to sugarcoat the difficulties that come with this profession. Do the pros outweigh the cons? That is for you to say. Here is the information you’ll need to make up your mind.

Punch Your Own Clock 

Most people go to work and come home at the same time every day. After eight hours of hard work (or, sometimes, of hardly working), they “punch out” and head home or to the corner bar, where they complain about the job, the boss, and the company. Some people find comfort and security in that unpleasantness. But other people seek alternative options.

Regular office hours may be a blessing or a curse, depending upon the job holder’s perspective. People in real estate don’t have nine-to-five jobs. The perspective of the property manager is, “Who cares, I set my own hours.” That is true—to a very large extent.


Pro: It’s Not a Nine-to-Five Job 

Take a mid-morning or mid-afternoon trip to your local health club during the week. You’ll see a lot of businessmen and businesswomen working up a sweat. Why aren’t these folks at the office? Head out to the golf course on a Wednesday afternoon, and notice the number of people swinging, putting, slicing, and throwing their Number Three irons into the duck pond. Don’t these people have day jobs? The next time you’re riding around town, take a look at how many tennis courts, riding stables, and marinas are busy during normal business hours. What is going on here?

Many of the people who support those clubs and organizations aren’t the sons and daughters of America’s elite. They are hardworking folks, and you’d be surprised how many of them are working hard in real estate. The cash flow from their properties supports their leisurely lifestyle. And that’s one of the real benefits of being a landlord. You have the ability to put some real style into your life.

Your Own Schedule 

Sometimes the manager’s schedule is subject to some unforeseen event, but floods, fires, earthquakes, and errant asteroids are really quite rare. You’d be surprised at how many landlords manage to get through their entire careers without being hit by a comet. Those rare exceptions aside, as a landlord you can set your own schedule day in and day out. If you have unoccupied rooms, offices, or dwellings, you can show prospective renters or buyers the properties at your leisure. It isn’t as if you’re a salesperson in an automobile dealership drumming your fingers on the latest brochure, desperately hoping for a prospect to walk in the door.

You’re not tied down to your investment (unless, for some reason, you choose that path). You can sink a twenty-foot putt, grab your cellular phone, call Mr. or Mrs. Jones, and set up an appointment to tour your property whenever it is convenient . . . for you. Why spend your time staring out the showroom window when you can be breathing the cool clean air on the ninth hole?

Remember, with rare exceptions, landlords just don’t run into crisis situations. The “emergency” of a flooding kitchen that a rather paranoid tenant might complain about will more than likely turn out to be nothing more than a leaky faucet. A few questions over the telephone can reveal the true nature of any so-called crisis; a leaky faucet can wait until you can get your repairman out there the next day. Most things that can be painted, plastered, or pounded with a hammer can wait until tomorrow. And your tenants can survive until then, too.

Know Your Suppliers’ Hours 

Imagine this scenario. A tenant has just left, and a prospective new tenant is coming by for a tour first thing in the morning. You’re working on the apartment at night, making sure the tenant left it in good condition and that there are no last-minute problems that could interfere with the tour. Of course there are last-minute problems. Let’s say you discover a long crack in the wall. It’s nothing serious, but it’s in an obvious spot and will surely be noticed.

No problem. You don’t need your maintenance man to slap on a little lightweight spackling and a bit of paint. It’s no big hassle. So, you’re off to your friendly neighborhood spackling store. You might be late for supper, but you’ll have the wall fixed, and the paint will be dry by tour time. Fifteen minutes later you’re standing outside the store looking back and forth between your watch, which reads 8:04 P.M., and the sign in the window, which reads: “We close at 5:00 P.M.”

The way around this little problem, which could turn into a major hassle, is to keep a record of the store hours of all your suppliers. Just keep a small notebook with the stores, their phone numbers and hours, and alternate suppliers.


Absentee Landlords 

The ideal situation for absentee landlords is to own multiple properties and employ someone who is good and whom you trust to handle the day-to-day management. That puts you back on the golf course, tennis court, boat, horse, or back-road adventure.

With such an arrangement, rent checks come in regularly to a post office box or your office. You can handle all the paperwork yourself, or you can hire a secretary. Property management isn’t a retail operation. You don’t have to come in on a daily basis to oversee your employees, check on the inventory, or smile at the customers. This really is one of the great benefits of property management. 


See and Be Seen 

Although landlords do have the authority over their working hours, it does not mean they don’t work at all. Set up a schedule for visiting each of your properties. In the event that you just can’t do this—if, for example, you are an absentee landlord—establish a routine for your maintenance man. Tenants need a sense of stability. They like to know someone is taking care of things, even when there’s really nothing to take care of at the moment. They’re always thinking, “You know, Marge, that pipe just might burst any time now.” Regardless of whether the problem is real, just knowing that the owner or maintenance man is around eliminates a lot of tenant worry. And if they’re not worried, they’re not going to worry you.

Being seen is important, but it is also important for the owner/manager to see. “Management by walking around” is a long-established and well-proven method of conducting business. This is especially true in real estate. It is important for the manager to actually see what’s going on at his or her properties. Nothing can replace “eye-balling” the situation. As an owner, you will see things from an entirely different perspective than anyone else. For example, a minor “touch-up” job that your maintenance man might legitimately be planning to postpone for a week or so might suddenly become a real priority for you because of the prospective tenant coming by for a look within the hour.

Tenants like the feel of a set rhythm. It builds confidence and a certain level of comfort. Try to be at one property on Monday, another on Tuesday and another on Wednesday. That will leave Thursday and Friday for other matters or for returning to a particular property to handle a specific problem or opportunity. Of course, you’ll create your own schedule according to your own properties and availability.

Con: It’s Not a Nine-to-Five Job 

Unless there’s a fire, flood, or earthquake, you can pretty much put off any so-called emergency until later. Be warned, however, that sometimes the dam does break and the flood waters do come rushing in. Here’s a true story to illustrate what could happen.

Property ownership and management can allow you to work only half a day; however, as Mark Weiss discovered when he purchased a building that was built in the 1800s, “half a day” sometimes means twelve hours a day. The property was a stately gray stone structure in the Lincoln Park/DePaul area of Chicago, an upscale community where rents are high. The building had been completely renovated and redecorated, and Mark considered this property the “crown jewel” of all his real estate acquisitions. It was a good building, in a good neighborhood, bringing in good money.

One night the jewel sprung a leak. The tenant of a garden apartment called his office, complaining that a waterfall was cascading throughout his kitchen. When the tenant leased a garden apartment, he hadn’t counted on irrigation being part of the deal. To make things worse, all this water was coming from a heating vent.

In his fifteen years in property management, Mark had never heard of or seen anything quite like it. The tenant even took photographs to back up his claim. The waterfall didn’t appear every day or even at regular times. It seemed to have a will of its own, and it seemed to be focused on making the tenant’s life miserable. Of course, the tenant passed along that misery to the landlord.

Maintenance men were promptly and regularly consulted. At first it appeared that the problem was due to a tenant upstairs who didn’t pull a shower curtain tight. That situation was addressed, but it didn’t stop the flood. Perhaps a toilet was overflowing, but that idea didn’t make sense. In fact, none of the proposed solutions made any sense. One day, a registered letter from the tenant arrived. A solution to the problem would have to be found and found fast, or the property would soon be a vacant water park.

A property manager sometimes has to follow his or her own “gut” instincts. After multiple consultations with plumbers and maintenance men, multiple visits, and multiple cases of analysis, Mark listened to his own common sense. The maintenance men were summoned to cut a hole in the wall of the unit above the garden apartment. A problem with the bathtub overflow valve was quickly discovered. The overflow valve is the drain right below the faucet on the tub. As the name indicates, its purpose is to keep the water from overflowing. In this apartment, a piece of eroded rubber allowed this water to fall on the sides of the drain, which caused it to flow right down to the apartment below.

A property manager sometimes has to follow his or her own “gut” instincts. 

A two-dollar adapter solved the problem. This was an unusual case, but before he managed to figure it out and fix it, the mysterious waterfall disrupted the owner’s routine repeatedly for nearly a year.

In the Event of an Emergency 

However, real problems do happen—and when they do, they can distract you from other important business and play havoc with the most carefully contrived schedule. Here’s another interesting case that illustrates how tenants can confuse an orderly schedule. A landlord rented out his apartment in a multitenant building to three young women. One day, someone left a pot boiling on the stove. Not only did this tenant leave the apartment with the pot still boiling, when she returned she went straight to the couch for a nap. At some point during her nap, the pot’s contents underwent a metamorphosis and became thick black smoke. Assisted by a fire alarm, smoke detectors, and a number of concerned neighbors pounding on the door, the young woman finally awoke.

Set Priorities 

Time is money. Your time has value, and you should invest it in actions or pursuits that bring you a return. That’s not as easy as it sounds, especially when a tenant is screaming over the telephone about something that needs maintenance or repairs. There goes the golf game, the evening with the spouse, the kid’s piano recital, or that afternoon with a good book. Maybe the day or evening is ruined, and maybe it’s not.

Is the problem a legitimate emergency, such as a burst water pipe, or is it a simple problem that can wait? Don’t turn a deaf ear to the screaming. Instead, turn down the volume and evaluate the situation. Serious problems require serious and often very rapid solutions. It’s just good business to take care of your tenant’s emergency—you maintain good relations with your tenant, and you prevent your property from incurring major damage.

The key is to set priorities in advance. Give serious thought to all the different things that can go wrong, and have your answer prepared in advance. If a small crack in the wall just needs spackling, you can afford to wait till the store opens in the morning. If water is coming out of the walls or ceiling, get on the phone to your plumber. In either case, take the time to explain to your tenant what you’re planning to do to correct the situation, and provide a reasonable timeline for doing it.




Landlords do not like to hear about fire and smoke in their properties, and they are even less happy if they are not informed of the fire and smoke immediately. The metamorphosis had occurred around 7:00 P.M. on a Monday. The landlord didn’t get his call until Tuesday afternoon. And the call had to come from other tenants who had a more responsible attitude.

Perhaps their hearts were in the right places, but the three young women caused a lot of trouble by their delay. They said they were too embarrassed by the event to call and “ruin” the landlord’s evening. Perhaps, but one is tempted to think the landlord’s feelings weren’t their first priority. The landlord realized from their description that the fire had not been catastrophic. The tenants had already begun cleaning up.

The landlord dropped everything, grabbed his camera, and rushed to the property. He needed photographs for insurance purposes, and it was urgent that he get to the apartment before the “helpful” tenants cleaned up the mess or even made it worse.

His day had not included provision for such a massive disruption in his schedule. Handling the situation so preoccupied his time that he missed an important meeting the next morning with a government official, a meeting that had been scheduled weeks in advance. Although the situation didn’t turn into a crisis, it did mangle several days of a carefully worked-out business schedule before the owner was able to get back on track. Much of this could have been avoided if the tenants had just exercised common sense and common courtesy and called right away.

You never know when you may be called out at a moment’s notice. Often the “simple” little detail you have to handle can turn into a monster of a problem right before your eyes. The problem with the garden apartment boiled down to a little piece of eroded rubber. However, the effort to find that problem took nearly a year of valuable time, lots of extra money, and a toll on the patience of the landlord and tenants. If you’re the landlord, you have the responsibility of taking care of your tenants. When that means dropping whatever you’re doing to handle a crisis, then you have to drop it and get moving.

You never know when you may be called out at a moment’s notice.

Often your schedule will be dictated by the schedule of someone else. For example, you can certainly schedule your time to show an empty apartment according to your convenience, but if there’s a tenant still living there, you will have to comply with the tenant’s schedule. He or she (and the apartment) might only be available for showing before work hours or in the evenings after work. Keep in mind that local tenant rights ordinances may require a forty-eight-hour notice to existing tenants before the property owner is allowed the right to enter the apartment. In a way, you can still be tied to the dictates of an eight-hour day. Of course, you can always wait till the apartment is empty to show it, but you can’t make money from an empty apartment in the meantime. That’s part of the flexibility allowed by property management.

Even though they can really louse up your schedule, you want tenants to call about their problems. You may not want them calling you, but you do want them to at least notify your maintenance and repair people. A tenant who calls about a tiny leak under the sink will be saving you from a major expenditure compared to the tenant who doesn’t call and allows the slow drip to warp and rot out the wood and even the flooring under that sink. It’s those “little” problems left unattended that really foul up your schedule.

Ways of Communication 

It’s a good idea to have an unlisted phone number. You do not want to receive calls at all hours about leaky faucets, loose tiles, or funny smells coming from the apartment next door. That doesn’t mean you leave your tenants out on a limb or eating dinner under an umbrella. Leave an office number where you have voice mail or an answering service. 

Also, leave the pager number of your maintenance man. He should be the first contact in the event of a problem anyway. Most often he’ll be able to take care of the situation without disturbing your golf, dinner, or sleep. The tenants will also appreciate being able to speak directly and quickly to the person who is responsible for fixing the problem. Make sure your maintenance man has your unlisted number, however, just in case the floodwaters really are rising.


Pro: Virtually Anyone Can Succeed 

There are no educational requirements for becoming a property manager. All you need is property and the drive to manage it. If you’re interested in becoming more educated in the field—which is a very good idea—there are plenty of opportunities. Colleges, trade schools, and trade associations offer basic courses and even specialized learning. However, what you need more is the drive to learn more. Without that, nothing else can happen.

One of the best aspects of this field is that anyone can play on it. When you meet property owners, you’ll encounter professors, blue-collar workers, men, women, young people and old, folks with roots dating back to Plymouth Rock, and folks just off the boat. Some of them wear coats and ties and drive expensive cars. Others wear jeans and work shirts and drive secondhand trucks. The difference between those folks and everybody else isn’t what’s on their backs but what is in their hearts. Everybody wants a piece of the American dream; these folks simply made the effort to begin earning their share.

Anybody who wants to do it can do it. That’s a fact. The wealth of this world is in real estate, and anybody can own real estate. You can build up a real-estate empire. You can acquire wealth. You can earn security and personal satisfaction. There are many routes to success in America these days, but property management is one of the shortest, most direct, and even the most fun to take.

The wealth of this world is in real estate, and anybody can own real estate.

Con: The Learning Curve 

Every human activity on the face of the earth, except breathing and the like, requires some education. A learning curve is a natural part of any process. Do not be intimidated by the learning curve of property management. Don’t let this necessary transition period slow you down or prevent you from following your heart into the industry.

Everyone’s learning curve will be different and will involve different people, places, things, and events. Yours will be unique. If there is one cardinal rule to follow it is to stay alert and on the lookout for any and all opportunities.

As an example, consider the landlord who did not buy rehab property or buildings with less than six units who was presented with one of those learning opportunities. This was a “teardown” building if there ever was one, a frame unit with tarpaper siding. It was in serious need of rehabilitation. Additionally, it could only be converted into four apartments. But the neighborhood was upscale with homes averaging (today) $800,000–$1,000,000. There was real potential. There was also a learning curve.

The landlord paid $208,000 for the building and renovated the property. That’s when the learning curve kicked in. The building was in Chicago, and the city had the property listed as a three-unit structure. The owner floundered around for a while until he learned that he needed a special-use letter from the local alderman. This would allow him to complete the project legally as a four-unit, residential building.

Riding that learning curve also meant he paid more than he should have for the upgrade. This is what he called his “tuition.” Later he sold the 4 units for more than $800,000 in the aggregate, making the entire process well worth the time, energy, money, and learning experience. Despite the learning curve, he made good money.

Again, the point is to always be on the lookout for opportunity.

Had the owner stuck to his rules of not buying rehab or less than six-unit properties, he’d have missed out on a real plum of a deal.

He’d also have missed out on all that valuable learning, which turned out to be information he used again and again throughout his career.

Look at it this way. You’ll have to experience the pains and pangs of learning at some time in any career. Why not go ahead with confidence in yourself and your abilities and get through the process as quickly as possible? Use the gray matter between your ears to learn.

There’s always something new in real estate, and that means there’s always new opportunities.

Pro: Unlimited Potential for Success 

There is something really exciting about owning real estate. You can’t imagine the thrill of driving by various buildings and pointing them out as your property to friends and family. The phrase “that’s mine” carries the pride of ownership, the satisfaction of having made a sound business decision, and the knowledge of doing a job successfully. Knowing that you’ll pick up a nice check at the end of the month helps, too.

There is something really exciting about owning real estate.

You’ll be collecting rent and having your tenants pay for the mortgage on that same property at the same time. In most markets you’ll experience the benefits of market appreciation. There are always exceptions, of course. Towns where the economy is based on a single industry can experience cyclical periods that dramatically affect the prices one can charge for property or rent. Employment, or the lack of it, is always a strong factor in real estate.

As a rule, you’ll find that most homes or investment properties sell for higher prices each time they’re sold. You can always hear tales of people “going bust” in real estate, and it does happen, but it’s a rule of life that bad news always gets more “press” than good news. The number of people who have made it big in real estate— really big—far outnumbers those who have gone bust. Real estate tends to grow at an annual rate of 4 percent. That’s a national average and will be skewed by local markets, but the figure is a good one to use as a rule of thumb.

Seek Win/Win Opportunities Property is value-driven, and most buyers are 

Property is value-driven, and most buyers are driven by value as well. When the economy is hot and money is flowing, people often overpay for property. If they haven’t made a profit when the economy takes a downturn, they can be caught in a financial vise. Real estate that cannot support itself becomes a drain: Most people can’t continue funding negative cash flow investments. The owner gets in a position where he or she or could lose the property to creditors.

There is a phrase used down South for people who load up their dinner plates with more food than they can eat. “His eyes overloaded his stomach,” they say. The same thing can happen to property buyers. Their dreams of financial wealth can blind them to the reality of a situation. As the owner gets older, or as business interests change, he or she will have a need for liquidity and will be looking for a deal.

Look for such a win/win situation. It’s okay to pay a little more for property, provided you’re getting just what you want.

Look for such a win/win situation.

Look Beyond the First Deal 

Opportunities are everywhere. If you miss out on one, another might be just around the corner. For example, there is the buyer who had a building under contract, only to be informed by the seller that the city only recognized the building as a two-unit structure. The buyer had based all his plans on having three units. Some cities require a zoning certification to verify the number of units prior to obtaining transfer stamps. This requirement is meant to keep the legal amount of units appropriate to zoning requirements. The reduction from three to two units also reduced the value of the property to the new buyer.

This buyer ended up killing the deal. The unexpected restrictions made the matter far less attractive. As he walked away, he walked into another deal just two blocks away. He purchased exactly what he was seeking for $70,000 less than the original price of the first building. As an additional bonus, the property was in better physical condition and required significantly less in initial capital infusion. If he hadn’t killed the first deal, he’d never have found the better one just down the street. The rule is simple: Every time you think you’re missing an opportunity, you’ll find something to replace it. Often the replacement is a better deal anyway.

The opportunities in major markets are incredible. If you live in San Francisco, Los Angeles, Chicago, Atlanta, Phoenix, New York, or any other big city, you will find an amazing variety of property to buy. Many of the people in those cities will find themselves needing liquidity. If you’re keeping an eye out for opportunity, you’ll be able to find it. This can happen on a daily basis in major markets. Win/win deals are everywhere if you’re willing to look for them.

The opportunities in major markets are incredible. If you live in San Francisco, Los Angeles, Chicago, Atlanta, Phoenix, New York, or any other big city, you will find an amazing variety of property to buy.

Con: Unlimited Potential for Disaster 

Big fish eat little fish. Fishermen catch and eat big fish. Fishermen invest in buildings and get skinned. We’re always reading about some major real-estate project going belly up. Bankruptcy notices are all over the financial or business pages, sometimes on the front pages. These are large projects and a lot of people have usually invested a lot of money. When a lot of people are involved in big projects, they make their money on fees and charges, not off the investment. That’s something to consider when involved in a project. How are your associates making their money? What is their risk compared to yours? Inspect the property. Inspect your partners. Inspect the deal.

Haste Makes Wasteland 

If the deal is a good one, then it’s worth enough time to really investigate it. Time is one of the best investments you’ll ever make in any transaction. Haste, on the other hand, can create so many problems and can tax your mental energy to such a level that it is wise to avoid it. It’s not the way to make money, build a career, or enjoy your life.

If you want to avoid personal disaster, follow these rules:

• Don’t buy property if something doesn’t feel right. Trust your instincts. You’ll know when it’s right and when it’s wrong.

Don’t buy property if it doesn’t feel right.

• Don’t buy if the salesperson is too pushy. Why is he or she in such a hurry?

• Don’t buy if the property needs too much work. Look around some more. There’s probably a better deal just around the corner.

• Make sure your partners are comfortable with the deal. That applies whether they are business associates, friends, or relatives. This is business. Treat it so.

• Don’t make unrealistic income projections.

• Know your equity partner(s). They can bring disaster to the sweetest of deals. Unrealistic expectations, dissatisfaction with the way you’re managing the property, or an entire host of other concerns can preoccupy you to the point where you become distracted from your real work at the property. Sometimes the partner just isn’t worth the hassle.

Whenever possible, use your own money and avoid partners altogether. That way, you can afford to listen to that quiet but important voice whispering in the back of your head. Listening to that one voice, the one you’re familiar with, is far better than listening to a half-panicked, half-baked partner with grandiose ideas, unrealistic demands, or the latest reason why “you’re just not pulling your weight.”

Keep these guidelines in mind. Keep your own counsel. And keep your mind focused. You really shouldn’t have any unconquerable problems, but always be sure to do your homework, watch the people involved with you in the project, and always, always go with your instinct.

Always go with your instinct.

A Property Manager’s Pop Quiz

If you’re considering a career in property management, take the following quiz. It might clear the air for you. Remember, this isn’t a pass/fail exam. All the answers are correct.

	Y	N
	 
	[image: 1]	[image: 1]	1. Do you have the motivation, the "fire in the gut" to get
involved property management?

	[image: 1]	[image: 1]	2. Do you have the courage, the perseverance, and the patience to "ride the tiger" to success?

	[image: 1]	[image: 1]	3. Are you psychologically suited to handle risk taking, even on a moderate level?

	[image: 1]	[image: 1]	4. Do you have the high level of intelligence needed to excel at this profession?

	[image: 1]	[image: 1]	5. Do you have the energy to see your projects through to completion?

	[image: 1]	[image: 1]	6. 
As a child, were you a leader and an organizer? Did
other kids follow your lead?

	[image: 1]	[image: 1]	7. 
Have your education and experience prepared you to
wear a lot of different professional "hats"?

	[image: 1]	[image: 1]	8. 
Can you be objective about yourself, your properties,
and your prospects?

	[image: 1]	[image: 1]	9. 
Do you have the knowledge and experience you
will need?

	[image: 1]	[image: 1]	10. 
If necessary, can you acquire additional skills?

	[image: 1]	[image: 1]	11. 
Do you want personal and financial independence?


Again, there are no winners and losers. If, after you’ve answered these questions, you determined that a life in real estate isn’t for you, fine. You’ve just saved yourself a lot of wasted time, money, and heartache. If you have the drive and the courage to look at yourself that honestly, you’ll surely succeed in any field you choose. For the rest of you, those who have just had your appetite whetted for success as a landlord, let’s start building that career right now. You can move on to Part II, “What You Need to Know to Get Started.”

For Further Information 

For further information about property management, you may wish to contact any or all of the following organizations:

Building Owners and Managers Association 
1221 Massachusetts Ave. NW, Suite 35 Washington, D.C. 20005 (202) 638-2929 

Community Association 
Institute 1423 Powhattan St., Suite 7 Alexandria, VA 22314 (703) 548-8600 

Institute for Real Estate Management 
430 N. Michigan Ave. Chicago, IL 60611 (312) 661-1930 

National Apartment Association 
1101 14th St., NW, Suite 804 Washington, D.C. 20005 (202) 842-4050 


For more information on this topic, visit our Web site at www.businesstown.com 



PART II 



What You Need to Know to Get Started 





Topics covered in this part:

• How to finance your property acquisitions.

• What you need to know before you make your purchase.

• How to sell properties that are no longer profitable.








CHAPTER 3 YOUR FINANCIAL OPTIONS DO YOUR RESEARCH 

CHAPTER 4 HOW TO FORM AN INVESTMENT GROUP 

CHAPTER 5 POTENTIAL INVESTMENT RISKS 

CHAPTER 6 DO YOUR RESEARCH

CHAPTER 7 PREPARE TO MAKE YOUR PURCHASE

CHAPTER 8 KNOW HOW TO SELL REAL ESTATE



Chapter 3 
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