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www.SheboyganAreaRentals.com

http://laa.rentals/
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PRESIDENT’S LETTER

Hello All,

What an exciting time to be in our business! The market and the economy are great.
Having set goals and to-do-lists this is a great start of a fresh new year. We have so
many guest speakers lined up you will want to be at all the general meetings and bring
friends that are not members yet.

Fair housing will be giving us their annual seminar this month. Every year there are
changes that we need to be aware of that pertain to our businesses. Many of you
have been reading about some of these cases through the country and the high fines
that have been given to landlords. Protect yourself and attend the meeting. There is
power in having the knowledge.

Speaking of protecting yourself our March meeting will have a local attorney talking
about trusts. We work so hard to build a business and develop net worth then we
need to protect it. Having an estate plan is a good idea for us all.

Tristian Petit, is the leading landlord attorney in the state of Wisconsin. He puts out a
blog that | would highly recommend viewing. Many questions that you have regarding
landlording are covered there by him and follow up comments. Check it out.

The city of Sheboygan has let us know about a few of their target areas. If you have
houses within a 6 block radius please look carefully at your properties as the city will
be doing the same. You want to be proactive. City armory, Van der Vaart and Indiana
Ave.

April’s guest speakers will include department heads from several different areas
including Sherriff, police, building inspection/code enforcement and fire. We will hear
the cities plan of target areas and where they feel concerns in neighborhoods. This is
all the more reason to have a game plan on each one of our properties and set the
goals to complete the necessary items.

May and June we will go thru forms. This has been the most requested event at our
general meetings over the last several years. Wow we have an action packed 6
months lined up!

Our organization is only as strong as the number of members we have. This strength
keeps on building month after month. We have momentum building let’s keep it
going. Invite people to join and to our meetings. WE CAN DO IT!

The success of our advertiser program is allowing us to have door prizes every month.
Your only chance to receive one is to attend. See you there!

Respectfully yours,
Jim Longo

President LAA

BOARD MEMBERS:
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Jim Longo 920-452-7051
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LAKESHORE APARTMENT ASSOCIATION IMPORTANT DATES

Monthly Meetings Under Way!

Mark your Third Thursdays for LAA!

7pm at the Lakeshore Lanes

* Invite a Real Estate Investor friend!

February 20t

Fair Housing with the City
Planning Department

March 19th

Trusts and Estate Planning

FEATURED MEMBER BENEFITS:

o LAA has a private Facebook page called “Landlord Connections”. Get access by sending
a Friend request to David Humbracht and asking him for “Landlord Connections.” This
is a great way to communicate with other members between our meetings. Ask for help
or reply to another post! The power of Facebook! - David Humbracht

o LAAis a member of the Sheboygan Chamber of Commerce, which means you are too!
They have orientation meetings on their calendar that you will to attend one time to
unleash the full benefits of the Chamber. Directions: Go to https://sheboygan.org/

=look at the top bar:
‘?ﬁ%ﬁb&‘m ABOUT US MEMEERS HOMEI_I_II._I WHY JOIM
e — E— e = ————es—

1. Explains why you should consider using the Chamber
2. Calendar... Chamber Calendar -click here to find the next Member Orientation event

and register

o LAA advertisers... new ads for 2019! Many of our advertisers are offering
members-only discounts... see last page for details!! -more to come
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MOVES, INC.

ROGER BEAUMONT

Broker Associate
Retired Navy Chief Petty Officer

0: (920) 803-3702
C: (920) 207-4321
F: (920) 451-2355

roger@movesre.com
www.rogerbeaumont.com

3100 Wilgus Avenue
Sheboygan, WI| 53081

ROGER BEAUMONT & (Pas &

Nave Chief Petty Offic

‘ FLOOR CARE

STEAM CLEANING 920.564.4278 | £]
& Carpet ¢ Tile ¢ Furniture ¢

Call Dave Humbracht for your

I Affordable Pest Control Needs

Licensed Exterminator }

Home - Farm - Business

Unity of Faith LLC

P.O. Box (247

Sheboygan, Wi 53082-1247 ‘
|

920-980-6769

(serving sheboygan/manitowoc since (997)

Diamond @Vogel’

PERFECTLY BLENDING THE
ART AND SCIENCE OF PAINT

., osad

Special Savings and Discounts
for Lakeshore Apartment

Association Members!

DELIVERY!

4315 South Taylor Drive « Sheboygan, WI 53081
sheboygan@diamondvogel.com « Phone: (920) 458-2186
diamondvogel.com

INSURANCE
SERVICES,
INC.

CALL US TODAY: (920) 458-8400

1019 Michigan Ave, Sheboygan, WI 53081 | Sales@keyinsuranceinc.com

00

LAA FEBRUARY 2020 NEWSLETTER




LAA NEWSLETTER FEBRUARY 2020

HOW TO HANDLE INHERITED TENANTS: REVIEWING
LEASES, RAISING RENT & MORE

Brandon Turner

Expertise: Landlording & Rental Properties, Personal Development, Real Estate News
& Commentary, Business Management, Flipping Houses, Mortgages & Creative
Financing, Real Estate Deal Analysis & Advice, Real Estate Wholesaling, Personal
Finance, Real Estate Marketing, AskBP, Real Estate Investing Basics

When you purchase a rental property, it
may come with tenants in place, and those tenants will
suddenly become YOUR tenants. These tenants are known as
“inherited tenants.”

Inherited tenants can be beneficial, as you will not need to
immediately spend time filling the vacant unit, and you'll be
receiving income from day one. However, inherited tenants can also be risky, as they were not
put in place by you, and you don’t have a clear indication of how well they were screened or
what type of tenant they are.

Furthermore, they may have been poorly trained by the last owner and will need to be re-
trained to follow your rules and way of doing business. Or maybe those tenants will be
absolutely perfect, and you'll be thankful to have them.

The truth is, you won't really know for sure until you begin dealing with those tenants.
However, there are a few things you can do to increase the chance of a successful acquisition
of inherited tenants. But before we get to that, understand that legally, the leases go with the
property, which means everything about
the lease stays the same when you take

‘ R =—— over. For example, if you purchased a
mEE. S —— -*!g——:i— ‘- o
i i T \““\ property and the existing tenant was

three months into a one-year lease, you
ey i--I would. be required to ablde. by the terms
i m ,’...u“““ wmm of their lease for the next nine months.
2Ry § ! . .
‘ L '-H-- il Again, the leases go with the property.

ceme A er
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REVIEW EXISTING LEASES

Before closing on the property, you will definitely want to review the leases for each existing
tenant to verify the income and what expenses are the tenant’s responsibility. Do they match
the financials that the seller provided?

For example, let’s say you purchased a triplex and the seller claimed to get $500 per month,
per unit. If the lease shows just $400 per unit, you have a problem. This is actually not as rare
as you might think, as sellers like to talk about their opinion of “fair market rent” (what they
think it COULD rent for) rather than what they are actually receiving. This is known as the “pro
forma” rental income. If this is the case, start asking questions and be sure to run your
numbers with accurate data, not pro forma numbers.

Related: 7 Types of Tenants That Are Harder to Insure (& What You Can Do About It)
Verification doesn’t end with comparing the leases to the financials. Leases can easily be
altered or forged. Imagine purchasing a property, only to find out (after closing) that the lease
was changed by a shady landlord. This kind of thing does happen, so you must verify the
terms of the lease with each tenant before purchasing the property. This is done through an
Estoppel Agreement.

An Estoppel Agreement is a simple, one-page form that the tenant fills out letting you know
the terms of their lease to the best of THEIR knowledge. If the seller of the property will not
let you speak with the tenants and get Estoppel Agreements, you might be dealing with a
seller who is trying to hide something. If you do get the Estoppel Agreements signed and
discrepancies are found, you'll want to make sure they are cleared up before closing.

Sometimes it could be an honest mistake, sometimes a tenant might be lying to try to get
lower rent, or sometimes the seller might be a liar. You don't want to buy a property until you
understand exactly what you are getting.

An Estoppel Agreement should contain at a minimum:
e The tenants’ names and who resides in the unit
o The lease term (including start date)
e The rental amount due each month and the due date
o The security deposit amount
o Who pays which utilities
e Who owns the appliances
e Whether there are any pets in the property
o Whether there are any problems or repairs needed
e Whether there are any other agreements with the landlord
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Make sure both you and the tenant sign this agreement, and keep it in their "tenant file.” This
way, if a tenant tries to tell you later on that their deposit was actually $1,000 instead of the
$500, you can back up your claim with their signature on the Estoppel Agreement. It's hard to
argue with that.

PUT YOURSELF IN THEIR SHOES

When purchasing a property that has inherited
tenants, keep in mind that they are likely aware of
the sale and are concerned about the unknown.
They probably have a lot of questions, like “Who is
this new owner,” or “Are they going to kick us out,”
or “Is my rent going to be raised?” This uncertainty
for the tenant can lead to a frustrating start to your relationship, so put yourself in their shoes
and try to make the process as easy as possible on them.

We like to send a letter to the tenant on the day we take over a property, introducing
ourselves and the company, letting them know we are the new owners and will be responsible
for taking all phone calls, maintenance requests, lease-related questions, and anything else
involving their tenancy. In this letter we like to let the tenants know about some of the
improvements that will be taking place at the property in the coming months. This can help
reassure the tenant that you are not a slumlord, but someone who takes pride in your work.

Related: \What to Do as Soon as You Deny or Approve a Prospective Tenant

RAISING THE RENT ON INHERITED TENANTS

Perhaps you purchase a property with existing tenants and you know that the rents are far
too low. This is common, as many landlords are reluctant to raise the rent even as the market
rate climbs, leaving long-term tenants with leases far below market rent. When we purchased
our 24-unit apartment complex, this was the case. Most units were renting for $475 per
month, when the market rent was a full $50 per month higher than that at that time. All the
tenants were on month-to-month agreements, so we could raise the rent with just a 30-day
notice.

But should we? Do we tear the band-aid off right at the get-go in one swoop, or do we raise
the rent slowly or only on a few units? If we suddenly raised the rent on all the tenants, it's
likely many of the tenants would move, and we'd be left with a lot of units that needed to be
rehabbed and very little income coming in to help with those expenses. On the other hand, if
we let the tenants stay at that $50 per month difference, that is thousands of dollars in
potential rent we would not be receiving each year.
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There isn't always a clear-cut answer on whether or not you should raise rent. We personally
didn’t have a lot of capital to handle that storm so we opted to keep the rent the same for
most of the tenants for the first year, only raising the rent as we fixed up units and moved
new tenants in. Another investor, someone with a lot more capital, may have decided to raise
everyone's rent and accept the immediate loss, choosing instead to rehab multiple units and
get new tenants in quickly. It's a balancing act and something only you can decide.

By Brandon Turner

Brandon Turner is an active real estate investor, entrepreneur, writer, and co-host of
the BiggerPockets Podcast. He is a nationally recognized leader in the real estate
education space

SHERWIN

WILLIAMS.

Your Home ... Delivered!

| Charlton Andeow H. Bi [ (% Appliance » Fumiture « Matress
& Morgan L. e tte m

Telephone 920.458.4566 i Sheboygan Manitowoc
Facsimile 920,694.6022 (920) 459-2480  (920) 682-2480
ahmorgan@charltonlawfirm.com 529 Ontario Avenue 827 N. 14th Street 3309 Calumet Ave
www.charltonmorganltd.com Sheboygan, W1 53081 Shaboygan, WI 53081 Maatowes, W1 54220
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Heilnen
& ASSOCIATES

Heinen & Associates
1601 N. 8th Street
Sheboygan, WI 53081
920-458-9724

Our Locations 5.5)| TWO MEN AND A TRUCK
Manitowoc Sheboygan Appleton-West ] IIM Wh C L
3741 Dewey St 3619 Washington Ave 846 North Westhill Bivd ovears O Laie.

Manitowoc, WI 54220 Sheboygan, Wi 53081 Appleton, Wi 54914
920-683-8800 920-451-4600 920-380-0123

Sheboygan Appleton-West

Appleton-East Green Bay Oshkosh
N468 Speel School Rd 2590 Holmgren Way 1941 South Koeller St

Appleton, Wi 54915 Green Bay, WI 54304 Oshkosh, W1 54902
920-991-1740 920-499-1199 920-231-6090

Appleton-East Oshkosh

THE PROS & CONS OF HIRING A
PROPERTY MANAGER

Jesse Fragale

Today we're talking property managers.
My God, these are some of the hardest
working, most under-appreciated people in our industry.

We're going to do a deep dive. Watch the video below or
read on to learn how to hire the right manager for your rental
properties and the reasons you'll be happy you did.
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OK, it's absolutely true. | think property managers have some of the toughest jobs out there.
And you get absolutely no pats on the back for being a property manager.

It's very rare you're going to pick up the phone and say, “"Hey, Tim, nothing’'s wrong. Just want
to make sure you know you're doing a great job!”

Most of the time when you're communicating with your property manager, something has hit
the fan. You're dealing with an issue.

| think it's pretty obvious that not all property managers are cut from the same cloth. There
are a lot of great, fantastic property managers out there. And there are some that are just...
not so much.

What I'd like to do is talk about some of the pros and cons of hiring a property manager and
some of the things to look out for when hiring a manager.

WHAT TO LOOK FOR WHEN HIRING A

PROPERTY MANAGER
1. INTEGRITY

This is going to sound kind of highfalutin and wishy washy, but the first thing is integrity.
Although, it's not something you can really screen for on a job application. It's just something
where you have to meet the person, you have to gel with them, and you really need to get
referrals from other people.

Anytime I've ever looked for property managers in a given area, I've interviewed multiple
managers. It's not to be pedantic or annoying. It's legitimately to try to find somebody that
you gel with.

Related: 10 Questions to Thoroughly Vet Potential Property Management Companies

You might find a manager who is a perfectly good manager, but you and him or her just don't
see eye to eye or your personalities don't jive. That might just not be the property manager
for you.
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Try to talk to a few of them, find ones you feel that you connect with, and get referrals from
other people that they have integrity and that they're honest. Because at the end of the day,
this person better be honest, because they're managing probably your most expensive
asset—kind of a big deal.

2. FAMILIARITY WITH PROPERTY TYPE

Are they familiar with the asset type that you have? If you have managers who only do
student rental investing and you're asking them to manage a retail strip plaza or you're asking
them to manage an office building, it might not be the perfect fit. So, try to figure out what
their area of expertise is and make sure that they know the area and the asset type.

| was in student rentals for a number of years. Still own own a couple today. And the student
rental game is somewhat different than their normal multi-rise apartment game. The
managers that are in that area oftentimes specialize with student rentals. They understand
how to deal with students. And ultimately, that's going to be key for you when you're hiring a
manager to look after your investment. You want to know that they're an expert in that area.

3. FLEXIBILITY

| can't tell you how many times I've had managers that have been difficult in adopting the
systems | wanted them to adopt in the management of my properties. So, what | asked them
to do is to upload the financial statements into a cloud drive. And | would have them get fed
into my accounting system.

Another thing is he would have his own bank accounts, and he liked to move money from his
bank account and then pay out what's left over to me. | didn't like that system as much. I'd
rather that he put all of the rent into our business account, and from our business account, we
allowed him to have access to a small management account. (I say small because we'd only
keep a certain amount of money in there.)

Anything above a certain amount or certain repair, he'd have to get an OK from us. Anything
below that, he could utilize that amount. He could take money out and spend it on certain
things that were under that threshold that we needed done. That worked out for us.
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So, having that flexibility was just extremely important to us. And I've had managers in the
past that just won't budge on things. And if that doesn’t work for you, find a different person
again.

Again, this is somebody that's managing one of your most expensive assets. You want to feel
comfortable, and you want to feel that they're serving you.

So, that's three of many things | look for in a property manager.

PROS OF HIRING A PROPERTY MANAGER

In terms of why you would want a property manager, a couple of things come to mind fairly
easily.

1. SAVE TIME AND PRESERVE ENERGY

A manager ultimately is going to save you time and energy. If you add the most value
through finding properties, or acquiring them, or doing something else (maybe you have an
actual day job), then having a manager is probably worth it to you.

2. AVOID HEADACHES

Another thing is stress. It's very stressful to manage properties. That's why these people are in
the business of it.

To the average person—even the average investor—it can really take a toll on them. It's
stressful to have properties that they're worrying about and getting that call at 2 or 3 a.m.

Instead, hiring a manager and delegating that to professionals might be the best thing.
Related: My Biggest Property Management Nightmare

3. ENABLE GROWTH

Another reason you hire a property management company is because you might be scaling
your business. And when you do scale your business, you might be able to utilize that
manager to look after multiple properties. If they're looking after multiple properties, you can
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start having economies of scale, where the percentage that you're paying in management
goes down.

4. GET THE INSIDE SCOOP

Another big reason | like property managers is that they have their finger on the pulse of your
market and your building. If you do manage your property (and even if you do routine
inspections), you're not going to get a good feel all the time for things that are happening at
the building. So, having a manager there that actually is doing this for you is great.

You'll know if something’s wrong, you'll know if there are issues with tenants, you'll know
what's happening in the building. You're just informed, and that's crucial.

Property managers have this wealth of knowledge that
oftentimes people don't tap into. Before | even buy a
property, if I'm in a market that I'm not familiar with (or
I'm only somewhat familiar with), | will go into that
market, look for the property managers, and actually
take them out to coffee and talk to them about the

A market.

I'll say, “Hey, I'm looking at buying this property. I'm looking at these type of rents. What do
you think?”

And oftentimes, they'll tell you right away: “I think this is too high. | think this is too low. Oh,
you know what? You could probably get a few hundred more for each of these suites.”

They are a great piece of knowledge because they see what's happening in that market—
even more so than some brokers—because they're the ones dealing directly with tenants.
They see where deals are falling from the leasing perspective. And that's crucial information
for yourself. You really need to take advantage of that!
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CONS OF HIRING A PROPERTY MANAGER

You've probably gathered by now, I'm a little biased. | do like outsourcing management. |
think if you hire them properly and you maintain a good relationship, they're such an asset.
But there are some cons with management, too.

1. COST

The first con is the obvious cost. Depending on the market, it can be as low as 4 percent of
the gross income of the property (the gross rent) all the way up to 12 percent. So, you really
have to take that into consideration.

Oftentimes what people forget, though, there’s the percentage management fee and in
addition to that, there's leasing up costs. When and if they're going out to find new tenants
for you, that could run up to a month’s rent or half a month’s rent. And those numbers can
actually really start adding up—that 4 percent all of a sudden is 7 percent if you do the
calculation over the year.

It's definitely something to think about. But if you can manage that cost, it's just another
expense item. It's a tax deductible expense, obviously, running through the business. And
again, in my opinion, | think it's worth it.

And one of the reasons | think that is especially with commercial properties—offices,
apartment buildings. They're being underwritten assuming that there is property
management. Most people don’t think 100-unit buildings or 50-unit buildings are being
managed by Tom, the owner—as great of a guy as Tom might be.

2. OVERSIGHT

Now, the other thing that might be perceived as a con is the fact that this person is not going
to love your baby as much as you do. That's just the reality of it.

It's your property. It is a totally different type of relationship when you own something as
opposed to manage something. So, it's something just to keep in mind. Even if the person is a
good manager, they might go that extra mile, but they won’t manage it or care about the
asset in the same way you do.
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In my opinion, that may be perceived as a con, but | think it's just a reality that can be
managed. And the real thing about that is you have to manage the manager. You're
technically the asset manager. So, you're managing the property manager, and you're making
sure that that relationship is good.

You're not disrespectful to that person. You're honest. If you have a good working
relationship, good things happen.

| can’t tell you how many times over the years I've had a property manager that gave me a
little bit of a golden nugget in a market. They found out an owner was potentially selling or
there's a conflict with ownership. And that's what happens when you have these good
relationships: You get rewarded. Over time, you'll get little pieces of market information that
ultimately might result in a purchase for yourself.

So, be good to the managers. They're good to us. The good ones, they are doing God's work
out there.

By Jesse Fragale

Jesse is a commercial real estate broker specializing in tenant representation in the
Downtown and Midtown Toronto markets in office leasing and investment sales.
Jesse represents clients in various sectors, including tech, start-up, and not-for-
profit. As a leasing advisor, Jesse's goal is to help his clients find flexible real estate
solutions for both their short and long-term needs. His training in negotiation at
Harvard Business School ensures his clients interests are protected and that optimal
deal terms are achieved. Jesse began his career in real estate as an investor in student housing and now
focuses on multifamily apartment buildings

S Shehoygan
LTRILE By 920.569.2095
COMFORT Plymouth

920.893.8900
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LAA ADVERTISER DIRECTORY AND DISCOUNT INFORMATION FOR LAA MEMBERS

Business hame: Purpose: Contact Contact methods: Discount if
Person: offered:
Century 21 Realtor Roger 920.207.4321
Moves, Inc. Beaumont roger@c21rs.com
Charlton & Legal Andrew H. 920.458.4566
Morgan Ltd. Advice Morgan ahmorgan@charltonlawfirm.com
Diamond Vogel Paint and Andrew Paul | 920-458-2186 Special
Supplies Member
Pricing
Bitter Neumann Appliances | Dan Radue 920-459-2480 $25 off
Furniture purchases
over S400
Unity of Faith Dave
Humbracht
Impress Floor Floor Care | Paul 920-564-4278
Care Beardsley
Heinen Insurance Lori Heinen 920-458-9724
Sherwin Williams
Paint
Falls Glass Residential | Jeff Selk 920-467-3192 10% off
and Materials
commercial
Glass
Dalton Carpet Brooke 920-451-4600 10% off and
Outlet Schroeder Free Pad
Key Insurance David Kabat 920-458-8400 or
sales@keyinsurance.com
Four Seasons HVAC Penny 920-565-2095
Comfort Bruesewitz
Two Men and a Cole Reindl 920-893-1900
Truck
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