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 INTRODUCTION:



This is the second edition
of The Landlord Way. I found some extra things I can include. I thank all of those
countless friends who helped make this book possible. It is hard to
believe I have been a landlord for over thirty years. Over that
time, I have attended dozens of seminars, gone to countless
lectures, and made a fair amount of mistakes. I could have avoided
most of my mistakes if I had trained myself sooner with books,
tapes, seminars, and using other people’s brains. This book gives
the basics of how to be a good landlord and why you want to be a
good one.

I worked for a large
corporation for many years. I was a good employee who never was
laid off or fired. However, I had very little control over my
income working for a large corporation. The reason is I did not
control the company. If you work for a company and you do not own
that company or control it, than your income is always at risk. You
can be the best employee in the company and still you may lose your
job. Even a large corporation can suddenly become obsolete or
decide to move to some other more economical location and not take
you along or force you to move to their new location. The company
may have to downsize and they downsize you! You may have a boss who
justly or unjustly does not like you or your work. Of course, the
company may just go out of business. The
Landlord Way can show how by acquiring
rental properties and managing them properly, you create income
that is relatively safe for as long as you need it. Of course, this
will not happen over night. This is a long-term plan. You will need
to keep your regular job until you can support yourself entirely
from your rental income.

Why do some people prefer to rent even
though they can easily afford to own a house or condominium? There
are people who may be doing great financially but just do not want
to own their residence. They may feel trapped if they were to buy a
house. Some people may know they will be moving or want to be
moving to another city soon. Some people are afraid to deal with
repairs. They want to call their landlord when something breaks.
Some folks have no choice but to rent because of a foreclosure, bad
credit or insufficient income to qualify for a home loan. Most of
these people make excellent clients for good landlords.

Being a landlord and
helping others have decent housing can be rewarding and profitable!
This book is based upon guru training/seminars and my own thirty
plus years of actually managing single-family rental homes. Every
effort is made to provide accurate and useful information but I
cannot be responsible for things left out or for errors. Please use
due diligence when applying any of the information in this
publication. Your situation may be different and some of the
writing may not apply. There is no guarantee you can make a lot of
money by following The Landlord
Way. This publication is a valuable guide
but it is not all-inclusive. To be a good landlord requires
studying and action just like any profession. We must also be
constantly aware of changes in the economy and changes in the laws
imposed upon property management.

How often have you heard a derogatory
comment made about a landlord? Many tenants think of landlords with
disdain, and for some of them it is a valid criticism. Sometimes
the landlord really is bad to clients. Some people go into the
business of renting properties with little knowledge of how to do
it right. They buy a rental and hope they can find perfect tenants.
This rarely happens by accident. The amateur landlord often defers
doing proper maintenance or any maintenance at all. They may start
out with good tenants by luck, but end up with all the good tenants
leaving. Eventually these bad landlords can only find bad tenants
to move into their badly maintained properties. Bad tenants usually
have a negative relationship with the landlord. If they feel the
landlord does not correct problems, they may stop paying the rent.
The landlord must eventually evict the tenants and suffer the
losses. Finally, the amateur landlord gets discouraged and wants to
sell out. They find they have to sell for less than what they
expect, possibly less than they paid for the property, because of
the condition of the property. All that deferred maintenance has
caught up with them. That is not the proper way to manage
properties. However, for those who study and implement good
procedures and practices the criticism is unjust.

A good landlord can make a decent income by
renting properties to others. Keeping properties problem free helps
keep good tenants. Good tenants help pay for more than the
properties. They pay the landlord too. Good landlords make money
and they enjoy a somewhat inflation-proof business. For example if
housing prices go up drastically, the rents can rise. Property
values also go up in that case. In a recession, the landlord can
lower the rents to keep units filled. Traditionally, the rent and
sale price of properties will go up over time. Do you want to make
money as a landlord? Well, being a landlord is like any other
profession, you must learn how to do the job. How well you learn
and act will determine how well you will do as a landlord. Some
people unjustly fear as a landlord they will have to go out in the
middle of the night and plunge a stopped up toilet. In all cases,
this should never happen. There is a good reason why the landlord
should never plunge a toilet.

The Landlord Way
is a guide to the management of the single-family
rental houses. It covers finding, fixing, flipping them, but mainly
how to rent them. Much of the text could apply to multi-family
dwellings but those require more management and have stricter
rules. Apartment buildings and such often have better cash flow
than the single-family houses, but the penalties for problems are
often much more severe for multifamily properties. Additionally, a
multifamily property typically sells to another investor rather
than to an end user. An investor wants a good cash flow and thus a
good price. Well-kept single-family houses normally sell at full
retail price to an end user - someone who will occupy the house.
The purpose of this book is to explain necessary things to do to
survive and prosper in the landlord business, and to enjoy the
journey. I mention various websites throughout the book. A complete
list is at the end of the book for quick reference. This
publication will help make managing properties more enjoyable by
using The Landlord Way!


 Chapter 1 GETTING STARTED



The first thing to do is
to create a mission statement. This should include your noblest
intentions as well as what your objectives are. My personal mission
statement is a simple one. “Our mission is
to provide decent housing at a reasonable price and make a
profit.” For someone only doing flipper
houses (houses sold to another investor or houses fixed up, and
sold retail.) you might say, “Our mission
is to find troubled home owners, help them out of their jam, and
make a profit.” It does not have to be
long and cumbersome or have too much detail. It should however
reflect your basic values about what you stand for.

As a rookie or as a seasoned landlord you
need to use all the help you can get. To help you along, find a
good real estate investment club or association to join. If you are
fortunate enough to live in an area where there is more than one of
these, find the best one, join it and start attending their
meetings.

In every medium to large
city, there will be at least one good real estate investor’s
association. In the Tampa Bay area that association is the Suncoast
Real Estate Investors Association, Inc. a not for profit
corporation. Check this out at www.SREIA.com
. Search the internet to find a real estate
investor club or association in a particular area of the country.
Attending these association meetings can be an enormous advantage
by networking with people of like ilk.

The associations usually hold monthly
meetings. They also contain a wealth of knowledge in their members.
They often have a monthly publication with current articles
regarding the real estate business. They sponsor seminars, provide
current information on new laws that affect the landlord and other
investors. Some associations provide tenant-screening services at a
nominal fee. Additionally, you may mentor with one or more members
to help you via phone assistance when needed. They will accept you
whether you own one property or a hundred.

A real estate investment association can
give you help in every way. They can give you what I call OPM’s...
By that, I mean you can learn from Other People’s Mistakes, you can
learn from Other People’s Minds, and you can use Other People’s
Money.

In an association, you can learn from the
first OPM - other people’s mistakes. I passed on my mistake
regarding a tin roof. A tin roof usually does not have full wood
under it even if the eaves look fully wooded. Tin roofs typically
have wood strips every two to four feet apart. I tore off a tin
roof to replace it with shingles so the building would look better.
I ended up spending another thousand dollars replacing the wood
strips with sheets of plywood so I could properly shingle the
roof.

Here is another example. The story goes a
person sold his parents house for cash in a Northern state. He then
came to Florida and with little knowledge of foreclosures, he bid
all his parents cash and won a foreclosure house at the courthouse
steps. He then found out he had bought a second mortgage on the
house! The first mortgage on the house was also in default for
about as much money as the house was worth! The outcome is he lost
all of his parent’s money. In the real estate business, ignorance
is not bliss! Being in this business can be very profitable but we
must know what we are doing. A mistake like his can cost all you
have and more.

One more example and then I will move on. A
man bought an older property with a partly converted garage
apartment. He planned to complete the conversion, but the city red
tagged the operation. The property was not zoned for multifamily.
Additionally, shortly after he bought the older house, the central
air conditioner failed. He sued the seller because the seller said
the central air conditioner was new and it obviously was not that
new. The court ruled in the sellers favor because relative to the
age of the house, the air conditioner was new! If the seller had
stated the AC was brand new, the buyer would have won the case. Do
your homework!

We can learn from the second OPM - other
people’s minds. In any investment association, there are very smart
people. The brilliant people can answer most any question or
problem you can think of. Often their advice will be free, although
in some cases you may want to hire someone to help with a difficult
task. If you can mentor with a seasoned landlord or flipper person,
you can learn the tricks of the trade much quicker. For example, a
good investor can show you how to estimate the repair costs in just
a few minutes for a fixer-upper house.

The last OPM - other people’s money is a
very important one for the person starting out with little or no
cash. These moneylenders will charge more than the average loan
cost, but their help can be much more valuable than the interest
you pay. For example, they can look over what you want the money
for and advise whether the deal is any good. If they feel you will
not do well with your proposal, they will not lend the money for
it. This can be a blessing in disguise for the person who has
incorrectly estimated the cost of repairs or the retail sale
price.

Even if there is a good investment club in
your area, you should invest in a good course/seminar from one or
more of the real estate gurus. These courses/seminars can give you
much more knowledge to use as a reference, just as this publication
does. You can get most of all the information you will need from a
local association, but a good seminar may show you a different way
of doing something that may save you thousands of dollars.

At a real estate club or association, you
can network with people of like ilk. You can develop life-long
friendships. You can learn from other people’s minds and mistakes
to help you decide what you really want to do. Talk to other
landlords, specifically. Find out if you really want to do the
landlord business. Do not rely on Uncle Joe who had a bad
experience with a rental. Being a good landlord requires constant
study and tenacity.

Maybe you would rather just flip houses for
now. This depends on whether you have money to invest or need to
use other people’s money. If you have a large amount of money to
invest either directly or through your IRA(s), you need to decide
if you want to loan money to others for their flippers, do
long-term mortgages, or use your money to buy houses for
yourself.

If you are inexperienced, then even if you
have a wad of money you may want to use an experienced lender. As I
said, they will analyze your deal and lend money only if they feel
you will make enough money to pay them back. If you are buying
houses for yourself, do you want to flip them for cash, hold them
for rentals, or some of each?

If you want to loan money to others, you may
want to find a trustworthy person in the real estate association
who is currently loaning money successfully. Sometimes a successful
investor will mentor you and teach you how to lend money safely.
They may want to give back something to society by helping others
become successful. A successful lender can explain what the
pitfalls are and what to avoid. Ask some key questions from them.
What loan to value (LTV) should you require? This might be fifty
percent more or less depending on the current markets. What type of
house would you be comfortable owning in case the loan defaults? In
Florida, a better house is a three-bedroom two-bathroom concrete
block house. What area(s) of town should you avoid (like depressed
areas)? What areas are hot selling and renting areas? What interest
rate should you charge? Normally you will need a mortgage broker’s
license to advertise that you have money to loan, but private
lenders can lend their own money without a license. Whenever
possible, learn from someone who is currently successful in doing
that type of business.
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