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Landlords May
Have to Accept
Security Deposit
Insurance In
Lieu of Cash

By KAREN MARSHALL

il

Security deposits remain a steep
financial barrier for low-income ten-
ants and young renters with minimal
savings. The financial strain is com-
pounded when relocating because rent-
ers must pay first and often last months’
rent plus a new security deposit before
having their current deposit refunded.

A New York-based startup, Rhino,
aims to lower the financial barriers for
renting an apartment and seeks to work
with governments at the local, state,
and federal levels to help legislators
pass laws it says will benefit low-in-
come citizens, according to a New
York Times article.

Rhino was founded in 2017 with the
goal of getting back to renters the bil-
lions of dollars that are locked up in
cash security deposits, all while pro-
tecting landlords and their property.

Nationally, security deposits are ty-
ing up over $45 billion. This is money

See ‘Landlords’ on Page 11
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The Rental Housing Decade:
12 Trends From 2010 to 2020

RENT CAFE

The last 10 years have been
the rental housing decade so
we look back at 12 important
trends that have seen in rental
housing and what they show
us.

Some of the 12 trends below
may surprise you and others
you may already know from
your day-to-day work in the
rental housing industry.

The research team at Rent-
Cafe prepared the report us-
ing data from the U.S. Census
Bureau, Yardi Matrix, Proper-
tyShark, and the U.S. News &
World Report.

“We examined a number
of economic and demographic
indicators to get an overview
of the housing trends that
shaped the country in the past
ten years,” RentCafe says in
the report. “This past decade
has transformed the relation-
ship between America and its
housing, especially when it
comes to renting.”

THE RENTAL HOUSING
DECADE 12 TRENDS

In the past decade aver-

age rents nationally have
increased 36 percent or $390
outpacing median home pric-
es and median income. Of the
cities with complete data for
the decade, Oakland saw the
highest rent growth, 108 per-
cent. National average rent is
currently $1,473.

The number of renters in

the U.S. passed 100 mil-
lion in the last 10 years. The
renter population increased
9.1 percent, or two times faster
than home owners at 4.3 per-
cent. The percentage of those
who rent, 34 percent, was the
largest it’s been since the ‘60s.
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Twenty U.S .cities made

the switch from a home-
owner majority to a renter
majority. At the end of the de-
cade, a third of the 260 largest
cities are dominated by rent-
ers. Manhattan crowns itself
as THE city of renters, with no
less than 77 percent of its pop-
ulation living in apartments.

More high-earning

Americans are renting
than ever. The number of rent-
er households earning 150,000
a year increased two times
faster, 157 percent, than that
of high-income owner house-
holds at 78 percent.

The number of homeown-

er families with children
dropped significantly by more
than 1 million, down 5.6 per-
cent, while the number of
renting families with children
was just about stagnant down
slightly at 0.5 percent.

Renting has increased in

popularity among seniors.
The number of renter house-
holds over 60 rose by 32 per-
cent outpacing younger seg-
ments and even homeowners
in the same age group.

In a construction boom

unseen since the 1980s,
2.4 million rental units were
delivered this decade. A sig-
nificant 40 percent of these
units were classified as Iux-
ury. Texas overshadowed the
rest of the U.S., with four
metros in the top 20 metros
which built the most units this
decade.

The average size of new-

ly built apartments de-
creased by 57square feet (the
size of a medium bathroom)
in the past decade, from 990
square feet to 933.

Suburbs added renters at
a faster pace, 17 percent,

compared to cities at 14 per-
cent. In 40 of the 50 largest
metro areas, suburbs eclipsed
urban areas in terms of renter
population growth.

1 Almost two-thirds of
renters live now in
multifamily units. Growth
in this sector was consistent
in the past decade, while sin-
gle-family rentals witnessed
a slowdown as the economy
stabilized after the recession.

1 The nation’s priciest

metros, such as New
York or Los Angeles have
been shrinking in population,
as their residents moved to
more affordable areas.

1 Most of the millen-

nials entered the job
market this decade. If in 2010,
the top 10 cities with the high-
est share of millennials were
college towns, in 2018, they
had been replaced by job hubs.
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PROPERTIES & i CONS'DER'NG SEI.I.'NG
YOUR INVESTMENT PROPERTY?
CONSIDERING A

1031 EXCHANGE?

CALL TODAY
1.855.899.4597

: or register at
e N www.kpil031.com

FOR A FREE BOOK
ON 1031 EXCHANGES
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ASK US ABOUT:

& 1031 Exchange Solutions

@ Passive Investment Opportunities -
No More Tenants Toilets and Trash!

O Delaware Statutory Trust (DST) Properties
@ Triple Net Leased (NNN) Properties

& 721 Exchange UPREIT Properties - How to 1031
Exchange into a Real Estate Investment Trust (REIT)

& Opportunity Zones

@ Preferred Return Investment Opportunities v YOU WILL ALSO GET

FREE 10351

EXCHANGE LISTINGS!

O Real Estate Investing Seminars and Workshops

Learn More at or call

www.kpil03l.com 1.855.899.4597

This material does not constitute an offer to sell nor a solicitation of an offer to buy any security. Such offers can be made only by the confidential Private
Placement Memorandum {the “Memorandum?”). Please read the entire Memorandum paying special attention to the risk section prior investing. IRC Section
1031, IRC Section 1033 and IRC Section 721 are complex tax codes therefore you should consult your tax and legal professional for details regarding your
situation. This material is not intended as tax or legal advice. There are material risks associated with investing in real estate, Delaware Statutory Trust (DST)
properties and real estate securities including illiquidity, tenant vacancies, general market conditions and competition, lack of operating history, interest rate
risks, the risk of new supply coming to market and softening rental rates, general risks of owning/operating commercial and multifamily properties, short term
leases associated with multi-family properties, financing risks, potential adverse tax consequences, general economic risks, development risks and long hold
periods. There is a risk of loss of the entire investment principal. Past performance is not a guarantee of future results. Potential cash flow, potential returns and
potential appreciation are not guaranteed. Securities offered through WealthForge Securities, LLC. Member FINRA/SIPC. Kay Properties and Investments, LLC

and WealthForge Securities, LLC are separate entities. Preferred return is not guaranteed, and subject to available cash flow.
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What Are the Best Properties for a 1031 Exchange?

By Dwight Kay and the Kay Properties Team

You are about to sell your property, and your
CPA tells you that there is a large tax conse-
guence lurking around the corner. In order to
avoid paying capital gains and depreciation
recapture tax, you consider a 1031 exchange
whereby your taxes are deferred from the sale
into a new property or group of properties.
The legal and financial particulars of exe-
cuting a 1031 exchange can be confusing,
but many potential exchangers find it more
difficult to find the next property in which to
invest.

How do you choose your next investment
property? There are many ways to go about
looking for property to exchange into, but
something that | recommend to my clients
is thinking about the end goal. What are you
looking to get out of your next property? For
example, many of those who are looking to
make a 1031 exchange now likely began with
an investment in real estate that they hoped
would appreciate in value. Many of these
types of properties can potentially be riskier

but can appreciate more quickly. If this strat-
eqgy is something that still seems interesting
to you, then | would recommend looking into
multi-family buildings. Depending on your risk
profile, the geography, year built, and other
factors would go into determining which prop-
erties would be a fit. Multi-family requires a lot
of hands on management and could require
out of pocket expenses. However, If you are
looking to retire and take a less hands-on ap-
proach, then | would recommend other types
of properties.

Many clients of ours that look for less man-
agement intensive investments may veer
towards NNN properties. With a NNN lease,
the tenant will pay for some or all costs asso-
ciated with the overhead of a building. The
leases are sometimes guaranteed by larger
companies that have multiple stores across
the United States. Although these properties
tend to be more passive investments, man-
agement is still in the hands of the owners. If
anything should happen to the building itself,
it could be a liability to the management.

Between these types of real estate, there are
a whole array of different strategies to im-
plement. Another strategy is using Delaware
Statutory Trusts to blend your real estate
portfolio into a risk profile and return of your
preference. With DSTs, you can purchase
fractional interests of properties without
having to make your whole investment count
towards one property since minimums for
1031 exchange are typically $100,000 and
investors have the opportunity to diversify by
location, property type and asset manager by
investing in multiple DSTs. You can strategize
on how you would like your 1031 exchange
to count depending on what your end goal is.
With DSTs you can employ a passive invest-
ment strategy while having the ability to invest
fractionally in properties with appreciation
potential. There are risks however associated
with DSTs. Like with all real estate securities,
there are not guaranteed returns. Each DST
will be associated with their own sets of risks
tied to geography, management, and asset
type. We still believe that you can employ an
effective strategy depending on what your
end goal is through DSTs.

Kay Properties and Investments, LLC is a national Delaware Statutory
Trust (DST) investment firm with offices in Los Angeles, San Diego, San
Francisco, Seattle, New York City and Washington DC. Kay Properties
team members collectively have over 114 years of real estate experi-

PROPERTIES &
INVESTMENTS LLC

pated in over $9 Billion of DST real estate. Our clients
have the ability to participate in private, exclusively
available, DST properties as well as those presented
to the wider DST marketplace; with the exception of

m ence, are licensed in all 50 states, and have partici-

those that fail our due-diligence process.
To learn more about Kay Properties please visit: www.kpi1031.com

This material does not constitute an offer to sell nor a solicitation of an
offer to buy any security. Such offers can be made only by the confiden-
tial Private Placement Memorandum (the “Memorandum?”). Please read
the entire Memorandum paying special attention to the risk section prior
investing. This email contains information that has been obtained from
sources believed to be reliable. However, Kay Properties and Invest-
ments, LLC, WealthForge Securities, LLC and their representatives

do not guarantee the accuracy and validity of the information herein.
Investors should perform their own investigations before considering
any investment. IRC Section 1031, IRC Section 1033 and IRC Section
721 are complex tax codes therefore you should consult your tax or
legal professional for details regarding your situation. This material is
not intended as tax or legal advice.

There are material risks associated with investing in real estate, Dela-
ware Statutory Trust (DST) properties and real estate securities includ-
ing illiquidity, tenant vacancies, general market conditions and competi-
tion, lack of operating history, interest rate risks, the risk of new supply
coming to market and softening rental rates, general risks of owning/

operating commercial and multifamily properties, short term leases
associated with multifamily properties, financing risks, potential adverse
tax consequences, general economic risks, development risks and long
hold periods. There is a risk of loss of the entire investment principal.
Past performance is not a guarantee of future results. Potential cash
flow, potential returns and potential appreciation are not guaranteed.
For an investor to qualify for any type of investment, there are both
financial requirements and suitability requirements that must match
specific objectives, goals and risk tolerances.

Securities offered through WealthForge Securities, LLC, Member
FINRA/SIPC. Kay Properties and Investments, LLC and WealthForge
Securities, LLC are separate entities. There are material risks as-
sociated with investing in DST properties and real estate securities
including illiquidity, tenant vacancies, general market conditions and
competition, lack of operating history, interest rate risks, the risk of
new supply coming to market and softening rental rates, general risks
of owning/operating commercial and multifamily properties, short term
leases associated with multi- family properties, financing risks, potential
adverse tax consequences, general economic risks, development risks,
long hold periods, and potential loss of the entire investment principal.
Past performance is not a guarantee of future results. Potential cash
flow, returns and appreciation are not guaranteed. IRC Section 1031 is
a complex tax concept; consult your legal or tax professional regarding
the specifics of your particular situation. This is not a solicitation or an
offer to see any securities. Please read the Private Placement Memo-
randum (PPM) in its entirety, paying careful attention to the risk section
prior to investing. Diversification does not guarantee profits or protect
against losses.

Critical Actions To High-Profit Rehabs In The New Year

Join AZREIA on Monday, January
13, 2020, to hear Robyn Thompson dis-
cuss critical actions to high-profit re-
habs to begin the New Year.

Every business needs an overhaul
or revamp at the very least every seven
years, but ideally should be occurring
every three years.

Learn how to stay up to date with
trends, maintain a tight bottom line, and

@AZREIA

stay in control of contractors and the en-
tire rehabbing process.

MARKET UPDATE & MARKET
News wiTH ALAN LANGSTON

Also you will hear the latest in trend

analysis for the U.S., Arizona and Great-
er Phoenix including existing homes,
new homes, foreclosures and tradition-
al sales. Full analysis of Fix & Flip and
Rental markets. Plus, the latest Market
News affecting your business.

TUCSON NEW INVESTOR
MEETING

Tucson AZREIA New Investor Sub-
group meets at 6 p.m., Monday, Janu-
ary 6, 2020, at Keller Williams, 1745 E.
River Road #245 Upstairs Conference
Room.

The meeting is January 13, 2020,
from 5:15 p.m. to 8:45 p.m. at Celebri-
ty Theatre 440 N 32nd St, Phoenix, AZ
85008.

To advertise in Rental Housing Journal, call Vice President/Sales Terry Hokenson at 480-720-4385

or email him at Terry@rentalhousingjournal.com
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California Court Orders Operators of
Deceptive Rental Listing Websites to Pay $6M

RENTAL HOUSING JOURNAL

A California federal court has ordered
the operators of several online rental-list-
ing websites to pay more than $6 mil-
lion after the Federal Trade Commission
(FTC) alleged that they made false and
unfounded claims about their listings, ac-
cording to a release.

The order also permanently bans the
defendants from offering rental-listing
services.

Steven and Kevin (Kaveh) Shayan made
false and unfounded claims on their We-
TakeSection8.com  website targeting
low-income, disabled, and older adults,
including that the site had accurate, up-
to-date listings that were approved for
Section 8 housing vouchers. In reality,
most of the listed properties were either
unavailable or did not accept Section 8
housing vouchers. The FTC shut down
the websites in 2018.

The corporate defendants in the court
order were listed as, “Apartment Hunt-
ers, Inc., also d/b/a WeTakeSection8.com,
ApartmentHunterz.com, and Featured-
Rentals.com; Real Estate Data Solutions,
Inc.; Rental Home Listings Inc.; UAB
Apartment Hunters LT; and their succes-
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sors and assigns.”

The Shayans also falsely claimed that
consumers could access hundreds of
thousands of accurate, up-to-date, and
available listings on the defendants’ other
subscription websites and that they had
exclusive rights to list rental properties
that consumers could not find on free
websites, according to the release.

COMMISSION .
BUILDING '

The original complaint said the de-
fendants operated “several prepaid rent-
al-listing websites, including WeTakeSec-
tion8.com, ApartmentHunterz.com, and
FeaturedRentals.com. The first website
specifically targeted individuals seeking
Section 8 housing; the other websites
purported to offer general-access rent-
al units. Defendants charged consumers
a fee to access contact information for

property managers of rental units listed
on their websites. Defendants represent-
ed to consumers that the listings on their
websites were accurate, up-to-date, and
available, that consumers were likely to
find suitable housing within a short time,
and that consumers could not find these
listings on free websites. These represen-
tations were misleading, false, or unsub-
stantiated.”

According to the original complaint
filed in 2018, “the fee and the length of the
subscription to ApartmentHunterz.com
varied. Typically, consumers paid $49 for
30 days’ access to the website. Defendants
have also charged consumers $14.99 for a
weekly subscription. Typically, consumers
also paid defendants $49 for 30 days ac-
cess to FeaturedRentals.com.”

In addition to a monetary judgment, the
order permanently bans the defendants
from advertising, marketing, or promot-
ing subscriptions for or access to a rental
listing for an apartment, condominium,
or single-family home.

The U.S. District Court for the Central
District of California issued the final or-
der on December 6, 2019 after granting
the FTC’s motion for summary judgment.

How to Detect

RENTAL HOUSING JOURNAL

Every year, electrical fires leave a trail
of costly damages on rental properties
across the United States, This is consid-
ered to be one of the most expensive fixes
that property managers have to face, ac-
cording to maintenance company Keepe.

As a property manager, keep an eye out
for poorly installed, outdated and dam-
aged electrical wiring. Often, the warn-
ing signs of faulty wiring are relatively
easy to detect — as long as you stay pro-
active and alert in spotting these issues.

5 WARNING SiGNs ofF FauLty
ELecTricAL WIRING
Frequent circuit breaker trips

A circuit breaker is designed to trip
whenever a power overload occurs in the
system. However, if this happens too of-
ten (frequent circuit breaker trips in a span
of a few days or weeks), it is a clear sign
that there is a deeper underlying problem
in the building’s electrical wiring system.
Make sure to have it checked out.

Constant dimming, buzzing or flick-
ering of lights

If lights in the building constantly buzz

when turned on, or worse, flicker or dim

when multiple appliances are in use at the
same time, it is an indication that there
is a problem with the building’s electrical

wiring, which would potentially require

Faulty Electrical Wiring in a Rental Property

an urgent professional upgrade.
Chewed or frayed wiring

Damaged wiring — left behind by inex-
perienced handymen, pets, and rodents
— can cause an electrical fire in a rental
property. It is essential for property man-
agers to look out for chewed or frayed
wiring. If you spot these types of wiring,
contact an electrical contractor immedi-
ately.

Discolored, scorched or smoked out-
let points

When a rental property’s wiring system
is damaged, it often causes discoloration
and scorch marks on the outlet points.
This is a tell-tale sign that the wiring sys-
tem is damaged. If left unchecked, it has
the potential to cause a fire or shock.

As a property manager, do routine
walkthroughs and inspections to detect
an electrical fire before it occurs. Re-
member not to tinker with the electrical
system in a building, especially if you see
or hear any of the above warning signs.

The go-to periodical for property

management professionals and multifamily
investors doing business in Arizona
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New Pet-Damage Insurance Gives
Managers More Potential Tenants

RENTAL HOUSING JOURNAL

Pet-deposit protection is now being of-
fered by a company to help property man-
agers cover any pet-related damages and
allow tenants to lease a property without
an extreme up-front pet deposit.

Jetty Pet is a new offering from Jetty,
a financial services company. Jetty Pet is
Jetty’s pet protection for property manag-
ers, which can be used alone or combined
with Jetty Deposit to replace a traditional
up-front pet-deposit charge.

This can give properties increased cov-
erage against pet-related damages and a
more streamlined leasing process—while
keeping move-in costs lower for the renter.

“We always have an ear to the ground
on the fundamental problems our partners
face, and how we can solve even more
of them,” said Mike Rudoy, CEO and
co-founder of Jetty, in a release. “Jetty Pet
is just another way we give partners the
protection they need, while keeping costs
low for the many pet-loving renters nation-
wide.”

According to Jetty’s nationwide survey
of U.S. renters, more than 70 percent of
pet owners have decided against applying
for a rental home or apartment because the
costs to have a pet were too high.

This can have a negative impact on
the number of qualified applicants at
pet-friendly buildings. But without the
added protection of a pet deposit, proper-
ties risk exposure to pet-related damages
and unforeseen expenses, which can cost

much more than what a pet fee might cov-
er.

Jetty Pet provides the pet-related pro-
tection to a rental home, while alleviating
the burden of high up-front costs for the
renter.

PET-DEPOSIT PROTECTION

How it works is that renters pay a one-
time fee to Jetty, which replaces a tra-
ditional pet deposit. A fee of $200, for
instance, covers a potential $1,000 in dam-
age. A traditional $200 pet deposit covers

only $200 of potential damage (which is
why most pet deposits are higher).

Property managers benefit from mar-
keting a lower move-in cost, filling more
units while having the added protection of
an admitted, non-pooled product, and gen-
erating meaningful ancillary revenue for
the portfolio.

More protection against pet-deposit dam-
ages: Pets are capable of causing a lot more
damage than what a typical pet deposit
might cover. Properties can get more cover-
age without raising move-in costs.

Lower move-in costs (competitive
edge): In addition to eliminating security
deposits through Jetty Deposit, Jetty rent-
ers can save on costly pet deposits, reduc-
ing move-in costs for qualified renters and
giving Jetty properties a competitive edge.

Simplified overhead: Jetty properties
benefit from a streamlined operation pro-
cess. With the addition of Jetty Pet to Jetty
Deposit, both deposits are replaced by one
fee. Properties don’t have to worry about
managing checks, and there is less confu-
sion for residents.

Jetty works with property managers
across the country to increase lease-con-
version rate, reduce bad debt, and stream-
line operations, hereby increasing net op-
erating income.

Partners include LivCor, Related, Pinna-
cle, MG Properties, Trammell Crow, Griffis
Residential, Cortland, and many more. Jet-
ty’s products are written on A-rated paper,
and are admitted in 49 U.S. states and D.C,
which means they have been approved by
those states’ insurance departments, pro-
viding additional consumer protections.

Jetty is a financial services compa-
ny that helps property managers in-
crease lease conversion, reduce bad
debt, and streamline operations. For
the renter, Jetty lowers the barrier
to entry, potentially saving residents
thousands of dollars on move-in
costs.
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tail discount or coupon per sale. Discounts are for landscape rock
and supplies (excludes pavers). Offer Expires 12/31/19

¢ Phoenix Pavers

¢ Boulders
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e Artificial Turf
* Gardening supplies

1703 South Arizona Ave.
Chandler, AZ 85286
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Phone: (480) 288-2184
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Glendale, AZ 85307
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Phone: (623) 258-4582
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San Tan Valley, AZ 85140
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Phone: (480) 499-4993
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S Multifamily Investing
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P he market for multifamily
I properties is continuously

changing. In the light of ma-

- jor political; social, and eco-
nomic developments, investors
will have to look at the bigger
picture. Adaptation is the key
to success amid an uncertain
landscape. Whether to resist or
go with the flow will depend on
what investors want to achieve
in the foreseeable future.

It’s because of these fundamental
reasons that investors will have to
keep themselves abreast of signifi-
cant disruptions in the multifamily
field. For that, they will have to be
aware of these disruptions and how
they are going to affect the profit-
ability and sustainability of their
investment portfolios.

You don’t have to look for a for-
tuneteller to get a good glimpse of
the future of the multifamily mar-
ket. You only need to view the trends
that will shape the investment mar-
ket. As we close another year and
welcome the new one, let us focus on
what to expect from the multifamily
market and look at the trends that
really matter in the long run.

FEAR OF A MARKET
CORRECTION

Market correction or no market correc-
tion?

It is very difficult to say when the next
recession will be, but it has been a big
buzzword lately among the media and
investors. Recent interest rate cuts might
have stopped a recession, or a slowdown
due to fear, from hitting in 2020. This has
been the longest bull market in U.S. histo-
ry. Many on Wall Street are wondering if

this long run is on its last leg or mustering
a second wind. However, there are still
expectations that the U.S. economy and
GDP growth could slow next year. Inves-
tors are starting to hedge against this in-
creased risk. And there are other various
notable issues ahead in 2020 that also will
create higher levels of uncertainty, such
as the upcoming presidential elections,
and trade conflicts. As most investors
are treading with caution as they move
into the New Year, many are still seeing
strong opportunity when using sound
fundamentals when purchasing apart-

Predictions for 2020

ments. In our case we are closing on our
deals with a lower Loan to Value Ratio
(LTV) to hedge against a correction, and
also having strong value-play built into
the business plan. With a looming market
correction, it’s important to not overlev-
erage, and to have plenty of cash on hand
if one does hit.

RENT coNTROL IN 2020

The slowing economy and the fear of a
recession are not the only fears of inves-
tors in 2020.

The issue of rent control has quickly
become a top concern. Rent regulations
have been instituted in a few major mar-
kets recently, and many more markets are
considering this control to try and com-
bat rising rental housing costs. States like
New York, California, and Oregon are all
implementing this control. Illinois and
Washington State are on the list next for
possible legislation. On January 1, 2020,
California law will allow only for a five
percent increase, plus the local rate of in-
flation, per year. This law will expire in
2030 unless lawmakers vote to extend it.
In New York’s metro area there has been
a 9.2 percent decrease in multifamily in-
vestment, which is partly believed to be
caused by the implementation of the new
rent-control regulations.

Many housing economists agree that
rent control is not the solution, that build-
ing more housing is a better answer to the
problem.

Millennials today are
searching for more
affordability and
portability, and they
want accessibility

to such things as
entertainment and
local experiences.

CATERING TO A MILLENNIAL
AND BABY BOOMER MARKET

As we move further into 2020, the
millennial and baby boomer markets for
multifamily will continue to expand.

Millennials today are searching for
more affordability and portability, and
they want accessibility to such things
as entertainment and local experienc-
es. Urban housing prices are skyrocket-
ing in many popular cities, causing this
shift for more affordable housing. Many
millennials are coming out of college
with record-high student loans; adding a
mortgage to that could easily surpass 50
percent of one’s income. So they avoid
homebuying, which is helping to lead this
shift. Home ownership of millennials is
very low compared to other generations;
they view buying a home as a long-term
goal, and see their priority now as life-
style. Along with affordability and porta-
bility, millennials are favoring things in
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our communities such as smart home fea-
tures (Nest thermostats and USB outlets),
white-glove services such as valet trash,
lavish swimming pools and outside eat-
ing areas, and hip cyber cafes.

Another trend to look for in 2020 is the
downsizing of the baby boomer genera-
tion into multifamily homes.

A study conducted by Fannie Mae es-
timated that more than 14 million baby
boomers will end their home ownership
by 2036, a 42 percent increase from the
previous decade. One study estimated that
thousands of this demographic are com-
ing into retirement daily, and are looking
to downsize. They will have challenges;
the Insured Retirement Institute esti-
mates that 45 percent of baby boomers
have no retirement savings. Leaving work
for them will mean a drastic lifestyle ad-
justment and a need for more affordable
housing. According to the NMHC (Na-
tional Multifamily Housing Council) tab-
ulations of U.S. Census Data, 73 million
baby boomers in the United States ac-
counted for 58.6 percent of the increase
in renter households between 2006 and
2016. With the expanding bubble of aging
Americans, this number is expected to
increase even further. The demand for se-
nior living is increasing with the increase
of baby boomers downsizing. We believe
this trend will continue for the next 10
years, giving us a strong market in the se-
nior living multifamily units.

IMMIGRATION

By 2024, immigration is expected to
surpass internal population growth for
the first time, according to Hoyt Advisory
Services Research.

Why is this important? It’s because im-
migrant families are more likely to rent
than a native-born American. As you can
see in the graph below, immigration is
at an all-time high; this is great news for
multifamily investors.

DEMAND FOR NEW
APARTMENTS WILL SOFTEN

Post-recession in 2009, multifamily
has become a larger piece of the overall
new housing market with multifamily
construction peaking in 2015 and 2016.
While 2018 and 2019 paced well — even
with a potential market correction on
many minds — we believe we will see a
slowdown on new construction in 2020.
As shown in the chart here, there was a
considerable drop in multifamily permits
as the recession hit.

SUMMARY OF 5 MULTIFAMILY
INVESTING PREDICTIONS
For 2020

As we enter 2020, even with these fac-
tors, we believe multifamily housing will
remain strong and will still be a strong
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investment for investors who use sound
fundamentals.
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According to the Harvard Joint Center
for Housing, State of the Nation’s Hous-
ing, 2019, approximately 75 percent of
renters would like to become homeown-
ers at some point.

This being said, homeownership rates
have been stagnant and are not likely to
return to levels seen during the previous
housing boom. Millennials are entering

the housing market in a time where stu-

i 1E

dent debt is a major problem, housing af-
fordability is low, and lending criteria is
more stringent.

When you pair this with their lifestyle
factors of delaying marriage and choos-
ing experiences over saving, it is very
likely more millennials will remain rent-
ers for longer than previous generations.
If and when a market correction comes,
this will cause an increase in the need for
affordable housing, and many will look to
multifamily.

Another factor that will help multi-
family investments are the aging of baby
boomers, many becoming empty nesters,
which is also contributing to the increase
of older renters.

The go-to periodical for property
management professionals and multifamily
investors doing business in Arizona
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How to Avoid My Top 7 Landlord Mistakes

By LARRY ARTH

Learning from your mistakes so you can
master your business is the key to your suc-
cess.

You can learn from other people’s mis-
takes, so I would like to share mistakes
that I have either personally made or have
watched investor-clients make. So here is
how to avoid my top 7 landlord mistakes.

No. 1 — BEING TOO QuiCcK TO
FILL A VACANCY

I often see new landlords and investors
fall prey to this one.

I, too, many years ago made these bad
judgment calls (never again). It is easy to
drop your standards when a unit is about to
become vacant.

Emotions take over and a prospect comes
to you waving cash at you.

Sure, they do not represent the perfect
tenants. Or their income is lower than you
as a landlord might require. But they are
nice people and they have the cash for the
deposit and first month’s rent.

Besides, I think, “I will start negative
cash flow next week if I do not rent to
them.”

Three months later, I struggle to collect
rent and month after month is a fight to get
paid. I tell myself, “I wish I held out for bet-
ter tenants.”

Like so many others, I have learned it is
far better to have a few weeks of vacancy
while finding the best tenant than to hurry
and rent to a bad apple.

No. 2 — TREATING TENANTS AS

AN INCOME SOURCE INSTEAD
OF VALUED CUSTOMERS

Having an investment property business
and managing tenants as a landlord is no
different than any other business.

We need to work hard to obtain custom-
ers and treat them well so they will return.

I was a landlord at the age of 18 and to
me then, tenants were my income source.

I have since learned this valuable lesson
that indeed they are an integral part of the
business and need to be treated as valued
customers. I do continue to see investors
and landlords treat tenants as an income
source instead of a valued customer.

Tenants needs to be nurtured so they feel
like valued customers and are willing to
return at time of lease renewal. Failing to
clearly define rules and boundaries I have
learned that the first week or two of being a
landlord and having tenants is that bound-
aries automatically are set. The big ques-
tion is, “Who is setting the boundaries?”

I create a list of expectations that is given
to them at move-in when you do the walk
through inspection. This list should outline
the parts from the lease on policy and pro-
cedures which includes what they do as a
tenant and what you do as a landlord.

No. 3 — LANDLORDS OR
PROPERTY MANAGERS TRYING
TO BECOME FRIENDS WITH
THEIR TENANTS

I do see a lot of landlords try to be friends
with their tenants.

You want to like and trust each other but

you are in a business relationship and it
should stay that way.

Developing a close relationship makes it
difficult to manage from a logical business
person’s perspective.

Emotional-based decisions have very lit-
tle place in running an effective business.

No. 4 - FAILING TO KEEP
PROPERTY MAINTAINED

I look at hundreds of properties each
year, and I continue to see a large number
in disrepair.

When talking with sellers the common
theme is they want to increase cash flow
and do so by ignoring repairs or simply do-
ing inexpensive “bandages” on a property.
In reality it creates unhappy tenants who
move frequently, which actually results in
lower cash flow.

The repairs themselves that get ignored
devalue the property.

My experience as an investor and land-
lord tells me that to maintain maximum
cash flow you want to maintain a property
in great condition.

No. 5 - MissING
OPPORTUNITIES ON MULTIPLE-
YEAR LEASES

As landlords and investors, you all know
that tenant turnover is the single largest ex-
pense we encounter.

You do not have to continue to carry that
burden. This is an expense you want to ad-
dress and fix not just accept it.

I have found great success in offering
two- and three-year leases. It immediately

goes to identify tenants who want to stay
long-term.

I have even used escalators to increase
rental rates each year. Both ways your cash
flow will be more consistent and your ten-
ants who desire to stay will know what the
future has in store for them as opposed to
wondering what is going to happen on their
move-in anniversary.

You also want to treat these tenants well
so they continue to renew leases.

No. 6 — BEING TOO QuICK TO
HIRE A PROPERTY MANAGER

That was my No. 1 mistake. That’s it,
doesn’t sound so bad does it. Well it had
some serious ramifications. Being a “hands
on” man in my earlier years of investing |
managed my own properties.

This is, for many, a mistake. Being a sea-
soned investor [ will never manage my own
properties again.

No. 7 — BEING A LANDLORD
INSTEAD OF BEING AN INVESTOR

I find a common denominator separates
the most successful investors from the ones
who struggle to advance.

The most successful investors spend their
time investing instead of being landlords.

As a licensed real estate broker, I am
always asked if I will manage my client’s
property. 1 always state that managing
property is a full-time position.

To be effective at it, you need to devote
full-time attention to it. Perhaps one of the
biggest mistakes is trying to be effective as
a part-time landlord.

Winter Seasonal Slowdown Stalls Rent Growth

YARDI MATRIX

Rent growth and multifamily demand
for housing remains strong and consistent
despite a seasonally driven $3 decline in
the average rent in November, according
to the latest report from Yardi Matrix.

Average rents fell slightly in November
to $1,473 per month as the winter season-
al slowdown starts to take hold.

Rents are up 3.1 percent year-over-year
and have been at 3.0 percent or higher
since the spring of 2018, which demon-
strates the strength and consistency of
demand, the report says.

The seasonal slowdown is expected
to continue through early 2020, but sub-
stantial demand for multifamily housing
remains, and rent growth will likely ac-

celerate again in the spring.

* With 320,000 units absorbed to date,
this is the sixth straight year with more
than 250,000 units absorbed.

* Rent growth remains strong across
the board, with metros in the Southwest,
Southeast and California dominating the
top 10 of the rankings.

* The Pacific Northwest shows seasonal
weakness in several metros, with three-
month drops of 0.4 percent or more in Se-
attle, San Francisco and San Jose.

Seattle — along with San Jose and San
Francisco—posted  sharply negative
growth over the last three months. For
reasons that are not entirely clear, these
metros have developed the same pattern
of larger-than-average seasonal changes
in recent years, with high growth in the
summer and rent declines in the winter,

according to the report.

“Overall demand in all of these mar-
kets remains extremely high, and none
have extreme winters, so the pattern
doesn’t have an obvious explanation,” the
report says.

“Rents may be affected by new deliv-
eries that tend to come online in the fall.
Job growth and in-migration continue to
be strong in the Pacific Northwest, so we
would expect rent gains to pick up again
in the New Year.”

PHOENIX, LAs VEGAS AND
SACRAMENTO TOPS IN RENT
GROWTH

The Southwest and West continue to
exhibit the highest rent growth, produc-

ing the strongest gains. Job growth and
strong in-migration continue to fuel the
desert Southwest.

* Phoenix: 7.5 percent

» Las Vegas: 6 percent

* Sacramento: 5.3 percent

“Commercial real estate performance
has been stellar for about eight years and
demand is strong, and rents continue to
grow in most segments.

“At the same time, property values are
at all-time highs and debt markets are
functioning smoothly, with healthy deal
flow and few delinquencies.

“The industry, however, isn’t used to
lengthy periods of uninterrupted success,
which leads to anxiety about the other

shoe dropping,” Yardi Matrix says in the
report.

* Nearly a decade into a very positive
cycle for commercial real estate, many
in the industry are wondering how long
it can last and looking for signs of weak-
ness.

» Although transaction underwriting
and debt levels are not as frothy as they
were in 2006-07, investors are getting
very little premium for high-risk assets
such as value-added properties and mez-
zanine loans.

» Market players should keep abreast of
the possible economic headwinds and de-
velop strategies to deal with such events.

It is a hard time for businesses to plan
when there is so much uncertainty about
government rules and regulations.

“With the next presidential election a
year away, policies could change soon.
For the time being, however, the economy
remains set to expand at a 2 percent plus
real rate, enough to power the real estate
expansion forward,” Yardi Matrix says in
the report.

Yardi Matrix is the industry’s most
comprehensive business develop-
ment and asset management tool
for investment professionals, equity
investors, lenders and property man-
agers who underwrite and manage
real estate investments in multifami-
ly, industrial, office and self-storage.
Email matrix@yardi.com, call 480-
663-1149 or visit yardimatrix.com fo
learn more.
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ADVERTISEMENT

MAKING IT LAST... 2020 THE NEXT
DEGADE IN PATIO FURNITURE

. oo ) . it comes to cleaning and preserving the frames.
he multi-family industry is booming! The pool , . . .

i . 2020’s long-lasting patio furniture offers great
area has always been a main focal point and a

i e e e property’s number one amenity. What makes designs at affordable prices whilel ut.ilizing rec.ycled
the pool area desirable? Comfortable, colorful and products and neV\( ways tlo use existing materlals.
Jeannie inviting pool furniture. Property owners want their | CMS .Commer0|a.l Furniture offers the f!nest se-
money’s worth. Management companies are looking ection in commercial-rated outdoor furniture and

Flynn for products that are durable and meet their bud- accessories. We partner with artists and designers
President gets. to bring exciting and new products to our market.

Materials that have been around for decades that Diversity and flexibility are what make CMS Com-

have recently been repurposed to accommodate the mercial Furniture a leader in this industry. We sell,
industry’s needs are 100% recycled plastic milk car- ~ service and maintain outdoor furniture.

tons to fabricate faux teak and non-toxic 100% in- For more information on “What’s Trending in
jection-molded polypropylene used to manufacture ~ 2020” or a free estimate on replacing, refurbishing
faux wicker and molded seating. Both offer modern  or professionally cleaning your existing furniture,

as well as transitional designs. These materials please contact us at 480-892-3212 or visit our web-
are durable with zero to little maintenance when site at www.cmsfurniture.com.

CMS Commercial Furniture - Since 1989 - 480-892-3212 - www.CMSFurniture.com
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Do You Use Same Paint Color Inside All Rentals?

By Hank Rossi
Dear Landlord Hank:

Do you always use the same paint col-
or throughout all your rentals or do you
sometimes use different interior colors?
We are considering an accent color on a
wall in the living room, but do not want
to offend potential tenants. What colors
do you use? — Landlord Eileen

Dear Landlady Eileen,

I always try to use the same color
throughout all my rentals.

I’ve found that to be the most cost ef-
fective and efficient way, for me.

Sometimes, I can get away with just
touching up, and I always know what
color I used last without having to keep
track of which unit was painted what col-
or, when.

I use an off white color with bright
white trim.

USE A DARKER PAINT COLOR
BELOW RAIL IN DINING ROOMS

I often will have chair rail in my dining
rooms and use a darker color below that
compliments the flooring, and a lighter
color above in the same color family.

This requires some keeping track of
paint colors and is often a pain, but I like
the results, it’s a warmer look and more
inviting to me. (These are Atlanta choic-
es, not Florida.)

When you use accent colors you do
risk losing someone that doesn’t like your
choice.

If that were the case, and this was a
great prospect, you could repaint but
that’s more money and time.

For efficiency and cost effectiveness,
it’s best to use the same color, and brand
of paint.

sk

Dear Landlord Hank: A house that
we manage has a failing septic system.
The repair process is likely to take
about two months. The landlord would
prefer that tenant temporarily moves
out during repair (for various valid rea-
sons) and is even willing to assist with
the cost. Tenant insists on staying and
has agreed to “drastically reduce” their
water usage during this time. Can the
landlord “force” the tenant to tempo-
rarily move out (and abate rent during
this time, of course), or does the tenant
have the right to insist on staying, even
if that makes the septic repair more
complicated? — Cory

Dear Landlor Cory: All leases that
I’'ve ever seen have a section called
Fire and Casualty. Most read some-
thing like this: If residence becomes
uninhabitable by reason of fire, explo-
sion, or by any casualty, management
may, at its option, terminate rental
agreement or repair damages within
30 days.

If management does not do repairs
within this time or if building is ful-
ly destroyed, the rental agreement is
hereby terminated.

You are in control. Having no water
in a building would be considered to
be a casualty making the building un-
inhabitable, in my opinion.

It would certainly be for the best
for this tenant to relocate during this
repair. Even with drastic reduction in
water usage, there has to be somewhere
for this water to go, which would be
the non-existent septic system.

I would tell the tenant they must
move out, and that would be an abso-
lute requirement, if they want to re-
turn. Good luck.

About Landlord Hank: ‘I started in
real estate as a child watching my
father take care of our family rent-
als- maintenance, tenant relations,
ete. in small town Ohio. As | grew,
| was occasionally Dad’s assistant.
In the mid-90s | decided to get into
the rental business on my own, as
a sideline. In 2001, | retired from
my profession and only managed

my own investments, for the next
10 years. Six years ago, my sister,
working as a rental agent/property
manager in Sarasota, Florida con-
vinced me to try the Florida lifestyle.
| gave it a try and never looked
back. A few years ago, we started

our own real estate brokerage. We
focus on property management and
leasing. | continue to manage my
real estate portfolio here in Florida
and Atlanta. Visit Hank’s website:
httos.//rentsrq.com

- The go-to periodical for property
management professionals and multifamily
investors doing business in Arizona
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Large Apartment Owner Weidner Drops
Facebook Marketing for its 260 Properties

1
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A Kirkland, Washington-based owner
of apartment homes has decided to drop
Facebook marketing its properties to bet-
ter protect privacy and data for its resi-
dents and business operations, according
to a release.

Weidner Apartment Homes, the nation’s
15th largest owner of apartment homes,
which owns and operates more than 260
buildings, and 56,000 units across North
America, has dropped Facebook.

The action is not in response to any
previous data breach, but is a preventive
measure to ensure better privacy for its
business operations and residents, the
company said in a release.

“Some of Facebook’s business prac-
tices have come into question, and we
reevaluated whether to continue using
Facebook to market our properties,” said
Jack O’Connor, chief executive officer, in
the release.

DecisioN To brRoP FACEBOOK
MARKETING FOR APARTMENTS

“We have withdrawn from Facebook
based on factors such as the unpredict-
ability in how it applies its policies, pri-
vacy protection for users, and tactics
used in selecting data to share with oth-
ers,” O’Connor said. “This action demon-
strates how Weidner refines and improves
our efforts to create meaningful engage-
ment, while elevating our ability to con-
duct business in a thoughtful and trust-
worthy manner.”

Weidner made the decision based on is-
sues associated with Facebook including
user privacy, data breaches, frequently
shifting advertising practices, and a lack
of transparency. As a result, the privately
held company will stop using Facebook
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by January 1, 2020.

The decision to drop Facebook market-
ing affects Weidner’s business use of the
social media platform for marketing and
advertising. The policy will obviously
not restrict Facebook to residents for their
personal use. Weidner’s marketing ven-
dors will not be allowed to use Facebook
for Weidner property marketing.

Weidner will utilize Yardi, a property
management software system, to create

resident communication groups, similar
to Facebook Groups.

Weidner’s goal is to continue to build
community by using safe, secure, and
easy-to-use methods and tools rather than
trying to keep up with an ever-changing
space potentially compromising the pri-
vacy of the company’s customers and the
business, according to the release.

O’Connor said Facebook is still expe-
riencing growing pains and may explore

i

opportunities to correct these issues with
time. Weidner will monitor Facebook and
its partners to see if it will become a more
reliable and viable platform to use in the
future.

Founded in 1977, Weidner Apartment
Homes is consistently ranked among
the top apartment owners throughout
the United States and Canada.

Landlords May Have to Accept Security Deposit Insurance in Lieu of Cash

Continued from Page 1

that could otherwise be reinvested into
local economies or used to cover critical
expenses like healthcare, childcare, stu-
dent-loan debt, and other burdens.

Rhino offers security-deposit insur-
ance to give renters the option of paying
a small monthly fee, generally $10-$20,
to cover an insurance policy for the land-
lord. This benefits the tenant by needing
less cash up front, and benefits the land-
lord by paying for damages up to the limit
of the policy, which is generally equal to
the amount of the security deposit.

CINCINNATI FIRST IN NATION
TO PROPOSE LEGISLATION

Cincinnati City Councilman P.G. Sit-
tenfeld (Dem.) introduced a local bill that
would require landlords to accept securi-
ty-deposit insurance as an option instead
of a cash deposit.

The Cincinnati City Council will begin
reviewing the measure in December, and
if passed, Cincinnati will be the first city
in the nation where renters wouldn’t need
an upfront cash security deposit.

Nearly two-thirds of the Cincinnati
population are renters. For the younger
renters and those who are more econom-
ically challenged, “the amount tied up in a
security deposit can literally be the total of
their life savings,” said Sittenfeld. More

than 40 percent of Americans have less
than $400 in savings.

“To get an apartment in Cincinnati, you
might need at least $1,000 extra for a se-
curity deposit, which is greater than many
Americans’ life savings,” said Sittenfeld.
“With this kind of insurance, someone can
instead pay a small monthly fee, removing
a big barrier.”

Cincinnati Mayor John Cranley, who
supports the bill, said “This legislation will
make housing more affordable, offer pro-
tection to landlords, and put money back
into the pockets of hardworking people here
in Cincinnati. Reducing the amount of up-
front cash required from a renter would lift
a huge burden, be a direct benefit to tenants,
and spur our local economy.”

Sittenfeld’s office estimated the amount
of security deposits held by property own-
ers in Cincinnati to be roughly $70 million.

RHINO LOBBYING LAWMAKERS

“The idea is pretty simple,” said Ankur
Jain, the chairman and co-founder of Rhi-
no, based in Manhattan. “Security depos-
its have been vastly overlooked for the
past few decades and as rents have gone
up, security deposits have become a much
bigger barrier than they used to be for rent-
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“The greatest challenge is working
against legacy and industry norms,” said
Rhino CEO and co-founder Paraag Sarva.

“That start has begun, but there is a huge
amount of inertia behind the status quo
and that is far and away what we are most
challenged by day in and day out.”

To help speed up the process, Rhino is
working alongside policymakers to en-
act change on a federal level. Rhino an-
nounced its new policy proposal, created
in collaboration with federal, state and lo-
cal government officials.

The proposed policy essentially allows
for renters to be given a choice:

* Pay the security deposit in cash up-
front, or

* Pay security deposits in installments,
or

* Use security-deposit insurance to cov-
er deposits.

Rhino says it will be sharing the policy
proposal with 2020 presidential candidates
on both sides of the aisle, and is now fo-
cused on building political support for lo-
cal policies nationwide that would require
landlords to accept alternatives to security
deposits and give renters more flexibility.

So far, Rhino says it has saved renters
upwards of $60 million in 2019, with users
in more than 300,000 rental units across
the country.

OPPOSITION TO THE PROPOSAL
Not everyone is happy with the pro-

posed legislation. Charles Tassell, chief
operating officer for the National Real
Estate Investors Association, says, “Se-
curity-deposit insurance should really be
an option only for the high-end, newly
built apartment complexes.

Tassell adds, “The smaller landlords
are already doing a version of it. Many
property owners already take install-
ments, but mandating those options has a
lot of unintended consequences.”

Those opposed to the bill are quick to
point out that Rhino is poised to benefit
financially from the legislation. A grow-
ing number of insurance carriers are now
offering these policies, including LeaseL-
ock, SureDeposit, TheGuarantors, and
Rhino, among others.

If passed, this legislation may apply to
existing tenants as well. Current tenants
may potentially request a landlord to re-
fund their security deposit if they pur-
chase a security deposit policy instead,
freeing up their cash, while continuing to
live in the same rental property.

While tenants benefit by not needing
as much cash up front, it is important to
note that the cost of the security-deposit
insurance is non-refundable. Long-term
tenants may end up paying more for in-
surance premiums than the cost of the
security deposit (which would have been
refundable).
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Do you need jetting services?
Hydro Jetting is a pipe clean-
ing method that uses very
high-pressure water that
shoots out of a special snake
hose. With up to 3,500
pounds per square inch of
pressure, these powerful
streams of water are strong
enough to clean and cut
through any debris in your
sewer or drain lines.

RAINFOREST PLUMBING & AIR

SUPPORTS

THE ARIZONA EE GATEE
MULTIHOUSING w
ASSOCIATION AMA L

Arizona Multihousing Association

............................................................................ We know you have
FOLLOW US: 24-7 valley wide emergency service many choices..
: www.RainForestPlumbing.com :

but there's only one with
the Up-front Guarantee!

(602)25393176
East Valley: Metro Area: West Valley:
480-615-7766  602-253-9376  623-572-6614

LICENSED AND INSURED ~ www.RainForestPlumbing.com  Roc 151803 ROC 246108

Rainforest Plumbing & Air

Rainforest service providers have passed a background check performed by licensed CrimShield private investigators. Find out how uunn AM A

your employees can become CrimShield Certified at www.CRIMSHIELD.com
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