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PRACTICED AT THE ART OF DECEPTION

Kim McGrigg gives a tenant advice that all landlords might want to pay
heed to. In a column published Sunday, May 15, 2011, in various news-
papers across the country, Ms. McGrigg advises a tenant whose credit
has “tanked” to avoid trying to rent from apartment complexes because
of the “prescreening policies in place.” Instead, this tenant might not
“try to rent from an individual who may not have the same prescreening
policies” as those apartment complexes. That, of course, is code for
private landlords who screen their tenants superficially or not at all and
who might even rent on “gut feeling” because they have the magical
power to determine the qualification of an applicant by simply speaking
to him or her.

But even those landlords who don’t screen very well or often can do
some things that will rid them of the bad ten ants who apply to rent.
Too often rental owners don’t do the very things that are easiest and
cost little or nothing when screening applicants. Real estate owners and
managers can do four things to screen and eliminate applicants who are
practiced at the art of deception. They cost little or no money and only a
little time.
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Professional bad
tenants rely on
fear and despera-
tion. Landlords
are afraid they
will not get a
vacancy filled and
are desperate to
get the mortgage
paid this month.
Bad tenants know
that and use that
knowledge to
weasel their ways
into rental proper-
ties. And they are
practiced at the
art of deception.
The four things we will discuss here are the rental application, verifica-
tion, picture ID and meeting all adults.

The Rental Application

Every landlord who uses a rental application rather than a “give me the
money and you get the keys,” needs to actually look at the application. I
don’t mean after you get it back to the office and go to check references
but immediately after the applicant hands it to you. You are looking for
several things.

First, you are looking for empty places where writing ought to be. Most
important are the following. Your applicants’ dates of birth and Social
Security Numbers. Without those, your tenant-screening company can’t
run a credit report. Second, you are looking to see what is in each of the
fields your applicant was sup- posed to fill out.

What if in the field where your applicant was supposed to write his or
her previous landlords’ names you find “Dick” and “Mary,” and in the
spot where you should see those landlords’ phone numbers you see
“don’t remember?”

Third, you are reading the application to see that you can actually make
out what your applicant wrote. Not everyone’s handwriting is clear and
legible. And sometimes, even if it is, he or she might have scratched out
something and written the correct information directly above it, in tiny
letters that run together. That is just as much of a problem as blank
spaces and “don’t remembers.”

Some applicants will act as if it’s your fault that they gave you an in-
complete application. You might hear such responses as “well, I don’t
remember his phone number or when I lived there exactly. What can |
do?” The first thing they can do is take the application back and fill it
out to your satisfaction. You are in charge here, not them. You decide
when an application is acceptable to you, not them. You are the one

who decides who is an acceptable applicant, not them.
Continued on page 3
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You can’t make that decision effec-
tively or even realistically if you can’t
check the information on the applica-
tion.

That means if the application is not
filled out to your satisfaction, hand it
back to your applicant(s) and tell him,
her or them that you cannot process
the application until it is filled out
completely, no blank spaces. As soon
as you get the completely filled-out
application back, you will process it,
unless, of course, another application
that is completely filled out comes in
first. Then that application gets proc-
essed before the applicant who is
standing in front of you.

There could be a number of legitimate reasons that an applicant leaves
spaces on an application blank; there could also be a couple of illegiti-
mate reasons. Possibly the applicant doesn’t want you to run credit—
no Social Security Number or date of birth. Possibly, he or she doesn’t
want you calling previous landlords, hence no landlord phone number
of name. The reason is not your concern; the fact that the application
is incomplete is.

Everything Verifiable

This one is truly simple. If you can’t verify anything on the applica-
tion, it is grounds for immediate rejection. Whether you reject or not
depends on the answer you get from your applicant when you call
with the question about the information you cannot verify. Possibly it
is a legitimate mistake of his or her part with a phone number. Once
you get the correct phone number, you may be able to verify the infor-
mation.

One thing you will want to do is verify using the applicant’s Social
Security Number. You can do what is known as a “Social Search”
through a tenant screening company. The report shows every address
ever associated with that Social Security Number. That report could
show some interesting information about where your applicant has
lived. Just imagine the fun you could have if the report shows your
applicant living in the last few years at an address not listed on the
application.

One interesting thing this report can show is if more than one person is
using the Social Security Number. If you discover that is the case,
your applicant has some explaining to do. Social Security Numbers
are unique to the individual. More than one person cannot have the
same number. If it were possible to give the same number to more
than one person, how could each of those people pay taxes? How
could each of those people collect Social Security at retirement? How

\
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could each of those people have his or her own
credit report?
More interesting things about the Social Search
is that it verifies that the Social Security Num-
ber is within the valid range, shows any other
names the owner of the number has used, shows
the date and state where the number was issued,
and may provide names of previous employers.
The other obvious things to verify include em-
ployment and the ownership of the previous
properties where your applicant has lived.
Match the phone number of the employer listed
on the application with that you find in the
phone book. If they are different, your applicant
has more explaining to do. Likewise with the
phone number of the previous landlords.
One easy way to verify landlords’ phone num-
bers is to look up on county tax records who
owns the property where your applicant lived. You will get an owner’s
name and address. From there you can probably get a telephone number.
Even if the owner’s phone is unlisted, often you can tell if the phone num-
ber’s prefix matches the area of town where the owner lives.
If the previous landlord was an apartment complex, that is a piece of cake.
Apartment building phone numbers are in the phone book. Does that num-
ber match the one on the application?
Picture ID from All Adults Picture ID usually is a driver’s license. You
need to see that or some other acceptable picture ID. If your applicant
says he or she doesn’t have a driver’s license “with me,” how did he drive
to see the property?
What you are looking for, other than the obvious that the picture looks
somewhat like your applicant, is the address. Does the address on the
driver’s license match that on the application? If it doesn’t, why not? Now

Continued on page 4
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turn the driver’s license over. Some states don’t issue a brand-new
driver’s license when someone moves, but rather send a sticker that
goes on the back of the license. If your state does that, check the ad-
dress. Does that ad- dress appear on the application? If not, your appli-
cant has some explaining to do.

Meet Every Adult Moving into the Property

Sometimes she is going to “take the ap- plication home and have my
husband fill it out.” That’s fine as long as her husband comes back
with the completed application and picture ID.

You need to physically meet every adult who will be occupying the
property with one exception, a spouse who is deployed overseas in the
military. In that case, the applicant should have sufficient evidence of
his or her spouse’s military service. Obviously, you will want to know
when the missing spouse will be returning so you can come over an
welcome him or her back.

Common sense rules here. You will most likely want to use that when
deciding if you need to meet the missing prospective tenant.

What can well happen if you don’t meet all adults when they move in
is that you could go knocking on the unit’s door next month and some-
one answers wanting to know who you are? When asked the same
question, the answer could be “I am the tenant.” Whether that is true
or not is open to debate since you never met every adult who was
moving in.

To ensure that your properties remain great places to live, we all need
to do effective screening. The basics are just those four things we
looked at. They are free except for the Social Search, which costs
$5.00 or less.

Bad tenants are practiced at the art of deception. They have more than
likely deceived several landlords in the past, landlords who rent on
“gut feeling” and who can tell good or bad tenants just by talking to
them. Amazing! The deceptions that these bad tenants have practiced
have worked all too well in the past because or minimal or nonexistent

Jake Molgaard

Sales

screening.

May Ist, 2011 -
www.rentalpropertyreporter.com
Some 30 years ago Bob Cain went
to a no-money-down seminar and
got the notion that owning rental
property would be just the best idea
there is for making money. He
bought some. Trouble was, what he
learned at the seminar didn 't tell
him how to make money on his
rental property. He went looking
for help in the form of a magazine
or newsletter about the business.
He couldn't find any. Always ready
to jump at a great idea, he decided
he could put his speaking and writ-
ing skills to work and perform a
valuable service for other investors
who needed more information
about property management. So
Bob ferreted out the secrets, tricks
and techniques of property management wherever he found them; then he passed
them along to other landlords. For over 25 years now, Bob has been publishing
information, giving speeches, putting on seminars and workshops, and consulting
for landlords on how to buy, rent and manage property more effectively.
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By Robert L. Cain

You could make a fortune, or at least good money, without
having the management hassles. You could lose every penny you in-
vested. That’s the dilemma of the 1031 TIC. The 1031 TIC is a 1031
Exchange into a Tenant in Common, an investment where you own an
undivided share of an investment property. In that investment, you
don’t have any management hassles. All that is taken care of by the
company that manages the investment property. What you lose is
control of the management. That’s the downside because the manage-
ment company in many cases can make decisions that are not ones
you would make.

A 1031 TIC has the same IRS rules as a regular 1031 Ex-
change, which I won’t go into here because you may already know
them. If you don’t, go to the IRS website, specifically
to www.irs.gov/instructions/i8824/ch01.html. There are also other
documents explaining exchanges on the website. The difference be-
tween a simple 1031 Exchange and a 1031 TIC is that you don’t buy
the entire property; you buy a percentage of the property with an undi-
vided interest.

The effect is that it’s much like investing in the stock mar-
ket. When you own stock, you cede all but minimal management
control to a board of directors and the company management team. If
the team is effective, if the company is run well, your stock makes
money. Ifnot, the stock declines in value and you lose money. Same
with a 1031 TIC, only worse. You could lose everything if the prop-
erty goes into foreclosure.

What we’ll look at here is the due diligence we need to per-
form at least to increase the chances that our real estate investment

will make us money.

These exchanges can be made into three different kinds of
commercial properties, office/retail, industrial, and multifamily. The
return on each depends on the amount of risk an investor might face,
that is, how likely the investor is to end up completely out of luck. The
lowest return and thus lowest risk is multifamily. The reason is that
even with some vacancies, the property will show a positive re-
turn. With retail space, depending on the number of tenants, vacancies
could mean that there is little no income. And considering how diffi-
cult it can be to lease retail and office space, the vacancies could last for
months and then result in the landlord having to give rent incentives to
tenants further reducing the income. Likewise with industrial proper-
ties. The point is, the more tenants and units in a building, the lower
the risk to the investor.

Even so, we have to choose. A retail property could be al-
most risk-free depending on the current tenant. But remember, major
corporations rarely own their own properties because they are stuck
with them if that particular location doesn’t perform to the company’s
satisfaction. With a leased space, they can close them down leaving the
landlord with an empty shell that could be difficult to rent. A case in
point is Kmart. Kmart had three Tucson locations and closed two of
them. The one they left open was the one where they owned the build-
ing. The other two buildings
were leased.

Thus, when you have
the notion of investing in a
retail space such as a single-
tenant property, carefully in-
vestigate the tenant or tenants
in addition to the caveats I will
mention later. Even with a
multi-tenant retail space, look
at the leases in addition to the
tenants’ financials to see how
solid the leases are.

Snyder Kearney is a
Columbia, Maryland, law firm
that “keeps its friends and
clients up-to-date on issues and
current events relevant to alter-
native investments.” It offers
the following due diligence
checklist for prospective ex-
change investors.

Continued on page 6
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Offer-
ing documents:
Private Place-
ment Memoran-
dum (“PPM”)
and appendices;

Opera-
tive agreements:
Tenant in Com-
mon (“TIC”)
purchase agree-
ment and escrow
instructions; TIC
agreement; man-
agement agree-
ment; master
lease;

Loan
documents: mort-
gage, note, guar-

anty, environmental indemnity;

Tenants: current rent roll, leases, tenant financial statements,
SEC filings for public company tenants, other tenant credit informa-
tion;

Tax: tax opinion, representation letter, PPM disclosure;

Third-party reports: appraisal, environmental, property con-
dition;

Property: site visit;

Market: sales and rent comparables, area analysis;

Title: title commitment, Schedule B exception documents,
survey; and

Projections: sponsor projections in PPM, sponsor Excel or
Argus file.

The exchange company will most likely offer all of these
documents to prospective investors as part of the material they provide
about the property they are offering. Doubt everything. Double check
everything. Have a qualified real estate accountant examine the fig-
ures. Then decide.

The following appear to be some of the items that a prudent
person would investigate in connection with a review of a 1031 Offer-
ing sponsor. This is the company that is putting together the 1031

Exchange and that will possibly also be the management
company, though not necessarily.

Organizational structure and control;

Material contracts;

Litigation;

Regulatory compliance;

Liza Thober
Broker/Owner

MY PROPERTY
MANAGEMENT
COMPANY LLC

Office: 262-891-0299 Fax: 764-0358

Email: mpmewi@gmail.com

Management That Cares!

www.mpmcewi.com
2518 Springbrook Rd
Pleasant Prairie, WI 53158

Continued from page 5

On-site management interviews;

Background investigations;

Reference checks;

Management and staff capability analysis;

Review of policies and procedures;

Financial statement review;

Prior performance review;

Prior performance disclosure;

Overall performance;

Identification of problem properties; and

Analysis of internal controls and procedures.

If you are an experienced real estate investor, you know how to
do this due diligence already because you do much of it on prospective
tenants.

A 1031 TIC can be a good investment. But just like buying an
investment property, due diligence is essential if we expect to actually
have a positive cash flow and to turn a profit when the property is
sold. The due diligence is different. With an investment property you are
going to buy, due diligence includes inspection of the property, a rent
survey and research on the comparable sales in the area, especially as they
relate to investment properties and the income approach to valua-
tion. With a 1031TIC property, it’s more like buying company
stock. Before you jump into the promise of no more management hassles,
no more holiday phone calls, and no more evictions, think about money
hassles, and how much you stand to lose if you invest poorly.
Www.rentalpropertyreporter.com
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We are still making major changes to the website. Please
check back to be sure you have the best information available. Unless
something else is written in your lease, one of three new laws might
change your rights.

(Note: Please go to www.tenantresoursecenter.org for color
code references)

Purple text applies to leases and events as

usual damage caused by tenant abuse."

Currently the Department of Agriculture, Trade and Con-
sumer Protection website says the following:

2013 Act 76 made several significant changes to Wiscon-
sin’s landlord-tenant laws. These changes take effect on March 1,
2014. Due to the nature of these recent changes, those from 2011 WI
Act 143, and Attorney General J.B. Van Hollen’s

of 12/21/11 §201\1 qu Ac_t‘IVO) IO formal opinion concerning residential lease provi-
o q()lﬂngb lul ‘1,1){)llbfﬁl() Icases and events as Information tenants sions related to carpet cleaning, we are revising the
of 3/31/12 (2011 Wis. Act 143) . Wisconsin Way — A Guide for Landlords and Ten-
Green text applies to leases and events as receive from the ants and have removed the old version from our
of'3/1/2014 (2013 Wis. Act 76) Tenant Resource website
More information on the law changes is ’
available here. Have your lease available when center in
calling the Tenant Resource Center so we can help What can I do if the landlord is trying to

you know what your rights and remedies are, includ-
ing whether you can double your costs when you sue a landlord.

Also available as a PDF (older version, new version soon) for
easy printing and distribution.

The real deal with carpet cleaning

According to the Department of Agriculture, Trade and Con-
sumer Protection, landlords CANNOT charge for routine carpet clean-
ing - no matter what. Even if...
your lease requires that you pay for it when you move out
your lease states that you must provide a receipt showing that you had
the carpets cleaned
your lease says that you must pay for carpet cleaning when you move in
your lease says that the cost of carpet cleaning will be deducted from
your security deposit
any of the above rules are listed in a "NONSTANDARD RENTAL
PROVISION"
...your landlord still can't legally charge your security deposit.

Based on ATCP 134.06(3)(c) and the note that follows.
"Note: For example, a landlord may not withhold from tenant's security
deposit for routine painting or carpet cleaning, where there is no un-

Attention Landlords and

Flooring Contractors!

Cut the cost of
-
re-carpeting!
We now offer a special selection of rental quality carpet
at incredible low "material only" prices. This is your

opportunity to upgrade the floors in your rental proper-
ties. Visit us this week and save!

ARPETS PLU
OUTLET

"GET TO KNOW US!"

www.carpetsplusoutiet.com

= BERBERS
= PLUSHES
= FRIEZES

Including attached back,
12 and 15 foot rolls

1241-22nd Avenue, Kenosha, Wl * Phone 262-883-9494
Hours: Mon. 10-8/ Tues., Weds., Thurs. 10-6 / Fri. 10-8 / Sat. 10-5/ Sun. 11-4

make me pay for routine carpet cleaning?

Write a letter to the landlord explaining that they cannot
deduct routine cleaning according to ATCP 134.06(3)(c), that there
have to be damages that are beyond "normal wear and tear" in order to
charge forit. ATCP code 134.06 (3)(c) states that "a landlord may
not withhold from tenant's security deposit for routine painting or
carpet cleaning, where there is no unusual damage caused by tenant
abuse." Madison General Ordinance 32.07(14) forbids withholding
for routine carpet cleaning in the City of Madison. (Wis. Stat. 66.0104
(2)(b), Wis. Act 108, Sec. 1 eff. 12/21/11)

File a written complaint with the Department of Agriculture,
Trade and Consumer Protection at 1-800-422-7128 or online.

File a claim in small claims court to recover an illegally
withheld security deposit. You may be eligible for two to three (Wis.

Continued from page 8

Vince Lambrechts

262-697-8016

LAWRENCE N CAPP0ZZ0
262-658-9000

6113-14th Ave, Kenosha, WI
email: Icappozzo@providencecompanies.com
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Stat. 66.0104(2)(b),
Wis. Act 108, Sec. 1
eff. 12/21/11) times
the amount wrongly
withheld.

When can
the landlord legally
charge for carpet
cleaning?

When you
damage or abuse the
carpet beyond nor-
mal wear and tear.
For example, the
carpet requires treat-
ments to remove severe stains or repair damage caused by you, your
guests, or your pets.

What impact does the Attorney General's opinion have on carpet clean-
ing?

The attorney general's opinion is here. The attorney general
was asked two questions which were answered as follows:

1. Question: Does routine carpet cleaning at the end of a ten-
ancy fall within the landlord's duty to keep the premises "in a reason-
able state of repair" as prescribed in Wis. Stat. 704.07(2)?

Answer: No.

2. Question: Would a provision requiring the tenant to pay for
professional carpet cleaning, in the absence of negligence or improper
use by the tenant, render a rental agreement void under Wis. Stat.
704.44(8)?

Answer: No. Because routine carpet cleaning is not statutorily
-imposed obligation of a landlord, assigning this responsibility to a
tenant through a contractual provision does not render a rental agree-
ment void.

So, even though the rental provision would not make the
lease void and unenforceable under Wis. Stat. 704.44(8), it is still ille-
gal to withhold from the security deposit. The opinion notes:

Finally, I note that the permissibility of provisions requiring
tenants to arrange or pay for carpet cleaning at the termination of their
tenancy does not mean that landlords can deduct carpet cleaning
charges from the security deposit of a tenant who has failed to comply
with such a provision . Under your agency's present rule, ATCP §
134.06(3)(c), landlords are expressly prohibited from withholding secu-
rity deposits "for normal wear and tear, or for other damages or losses
for which the tenant cannot reasonably be held responsible under appli-
cable law." The accompanying note cites carpet cleaning as an example

KENOSHA LANDLORD ASSOCIATION NEWS
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of'an impermissible basis for withholding a portion of a security de-
posit. My conclusion that carpet cleaning provisions are valid does not
affect the prohibition against deducting carpet cleaning expenses from a
tenant's security deposit as a means of enforcing such provisions.

from www.tenantresoursecenter.org
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