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 By: Debbi Conrad 
 Credit scoring remains one of 

the major mysteries at play in the quest 

for a home loan mortgage. Lenders want 

to gauge the potential risk involved 

when they extend a mortgage loan to a 

homebuyer, and most turn to credit 

scores to help determine the credit risk 

associated with the prospective buyer. 

 Fair Isaac is the guru that 

produces the FICO scores used in the 

vast majority of lending decisions. FICO 

scores range from 300-850 and can af-

fect how much money a lender will lend and at what interest rate and 

terms. Three major credit reporting agencies, or credit bureaus — 

TransUnion, Equifax and Experian — are the collectors and the keep-

ers of the consumer credit information that is the basis for computing 

FICO scores; each credit bureau computes its own separate score. The 

credit bureaus track various credit information regarding, for instance, 

a person’s credit accounts, how many times lenders have requested 

credit information (inquiries), and how many times lenders used a 

collection agency to collect amounts that were due (collections). 

 The big hits: short sale, deed in lieu, foreclosure and 

bankruptcy 

 Recent years have been unkind to many consumers who 

have found themselves underwater on mortgages they cannot afford or 

who have struggled due to job loss, medical bills, divorce or other 

financial adversity. In the depths of despair and mortgage delin-

quency, many of these homeowners end up extricating themselves 

from their mortgage predicament by selling the property through a 

short sale, giving the lender a deed in lieu of foreclosure, allowing the 

bank to foreclose, or declaring bankruptcy. All of these events have an 

adverse impact on the individual’s credit score. While many might 

assume that the consequences of a short 

sale would be less drastic than the conse-

quences of a foreclosure, when it comes to 

credit scores, the “hit” sustained may be 

the same. 

 Short sales  

 With a short sale, the owner 

fashions a solution, with the cooperation 

and consent of the lender, of course, that 

causes the lender to accept less than the 

amount due. The short sale also saves the 

lender from the time and costs of a foreclo-

sure. While that may be true, the purpose 

of the credit score analytics is to evaluate and project the risk the individ-

ual poses when credit is extended: will the individual repay a new loan 

or will the person default? A short sale’s impact will depend on how the 

short sale is reported to the credit bureaus. Because there is no specific 

code for a short sale, it often is reported as paid in full for less than the 

full balance, a negative code. 

 Foreclosure 

 If there is instead a foreclosure, there will be a derogatory 

effect on the person’s credit score that may be substantial, possibly as 

much as 200 points. A foreclosure remains on the credit report for seven 

years, but the impact will lessen over time, especially if the individual 

keeps other credit obligations in good standing. The foreclosure is less 

damaging if it is the only default or negative event in the credit file. 

 Gauging the impact 

 All negative mortgage events such 

as a short sale, foreclosure, or deed in lieu do 

Recovering from a Credit Score Hit 
On the road to mortgage eligibility 

Continued on page 7 
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Property Management — 
Examining the Organization—Size, Staff & Customer Service 
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Posted by Jordan Muela in Property Management Articles 
 www.managemyproperty.com 

 Make sure you also read Examining the Organization - 

 Background, Qualifications, Portfolio. 

 The service you receive will only be as good as the people 

doing the work. This step is critical in ensuring you hire honest, 

knowledgeable professionals who will be attentive to your needs and 

the needs of your tenants. 

 Here's a list of issues to review and questions to ask the 

property management firms you interview: 

 Size 

 How many people do they have on staff? 

 There are pros and cons on to both large and small size com-

panies. While these are certainly not universal, here are some to con-

sider: 

 Larger company benefits  
 More specialized staff (i.e. the accounting dept. consists of 

trained accountants) 

 Typically have an in-house maintenance crew 

 More process-driven 

 Able to negotiate better vendor contracts and advertising 

rates because of size 

 More likely to have made a significant investment in enter-

prise level software that helps them perform property management 

functions, as well as other more general tasks like accounting, com-

munication and administration. 

 Plenty of back-ups to fill in when someone gets sick, goes 

on vacation, quits, etc. This load-sharing can also help with burnout. 

 Smaller company benefits  
 The buck stops with the people you directly deal with. 

 A shorter chain of command means quicker responses and 

less finger pointing when there are problems. 

 You may have more pricing leverage 

 The fact that a mom and pop company has their name 

(sometimes literally), reputation and personal identity tied to their 

business can be viewed as a positive motivating factor to provide good 

service. 

 Staff 

 What is their staff turnover rate? 

 The property management industry has a higher turnover in 

general, so bear in mind this figure is only meaningful when compared 

to other property management companies in the area. High turnover is 

a bad sign. You want to deal with the same people, not a new face 

every few months. Additionally, this may a sign of poor management 

and possibly financial instability. If financial stability is a question, you 

can always run a credit check on the company. 

 Who is the specific PM that will handle the property? 

 The interview with management may go well, but if the man-

ager they assign to your property is sub-par, it really doesn’t matter how 

well the rest of the organization operates. Make a point to meet the spe-

cific property manager(s) who will be stewarding your properties. Con-

sider the following: 

 How do they show? Do they dress and act professionally? 

 Do they seem knowledgeable about their profession? 
A nice outfit, warm smile and firm handshake don't cut it. Ask enough 

questions to the point that you are satisfied they know what they are 

doing. 

 How long have they been a (insert your type of property) 

property manager for (working as an actual PM, not an assistant)? 
 Relevant experience is key. They may transition quite well and 

do a good job but either way you want to know their background up-

front. 

 How long have they been with this company, where and for 

how long were they with the company before that? 
 Job hopping is not a 

good sign, and because of the 

localized nature of real estate, 

more time spent locally is pref-

erable to a recent transplant 

from different rental market. 

 How is their com-

pensation package structured? 
 This says a lot about 

how invested your pm will be in 

the performance of your proper-

ties. Wouldn't you want your 

property manager to be re-

warded if they do a good job, 

and to experience pain, if they 

don't? Look for pay structures 

that establish a direct correlation 

between compensation and key 

metrics like low vacancy rate, 

delinquency rate, etc. 

 Who would you be 

dealing with if that person is 

sick or on leave? 
 There will be a day 

Stephanie Pansley 

Continued on page 4 
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 Fred and Joe want to share an apartment. They fill out a rental 

application. Everything seems all right, and you rent to them. Both of 

them sign the rental agreement. Two months later you get a check from 

Fred for half the rent, but nothing from Joe. Fred says Joe doesn’t have 

the money right now. What do you do? 

 Julie and Joan rent the two-bedroom unit of the triplex you 

own. Three months later Julie and Joan have a major disagreement. 

How to Avoid Pain and Suffering (Yours)  

When Renting to Roommates 

 Joan can’t stand Julie’s boyfriend, who, of course, has moved 

in without your permission, and Julie is moving out. She wants her 

share of the security deposit back. Do you refund half of it? What about 

the boyfriend? 

 Ruth, Roxanne and Roger want to rent the three-bedroom 

townhouse you own. They look like good tenants, good credit, good 

rental history, plenty of income, so you rent to them. Roger is a long-

haul truck driver, so is gone for several days at a time. Roger just wants 

to rest up when he’s in town, so he’s quiet and doesn’t disturb anyone. 

But Ruth and Roxanne are party girls. While Roger’s out on the road, 

they throw wild parties that disturb the neighborhood and bring the 

police. Your rental agreement is clear that that kind of behavior is not 

acceptable. But it’s only Ruth and Roxanne causing the problem. If 

Roger was home, they would be fine tenants. What is the appropriate 

action for you to take? 

 You show up at the door of one of your rental properties to 

make a repair and someone answers the door wanting to know who you 

are. The same question had popped up in your mind. You reply "I’m 

the landlord, and who are you?” 

 “Oh, I live here,” says your “new” tenant. Mind you, you 

have never seen this person before, you have never received a rental 

application from him, and certainly have at no time given him permis-

sion to move in. You wonder who else is living there you don’t know 

about. 

 All four of these situations are common with landlords who 

rent to roommates. It seems as if there is always turmoil, part of the rent 

not paid, complaints from neighbors, and people moving in and out. 

 You feel as if you are stuck in the middle. 

 If you handle it properly from the beginning, while you may 

still face the same situations, at least the procedures for dealing with 

Continued on page 5 

when the planets align and Murphy's Law comes full force. Your man-

ager is out of town and a situation arises that requires immediate atten-

tion. Is there a qualified back-up person who will know how to solve 

the problem or it fall on you to deal with the problem? 

 Customer Service 
 What are their office hours, do they close on weekends? 

 Property management is a 24/7/365 vocation, look for a 

property manager that will be working for you and your properties on 

the weekend as well. 

 Who handles after hours, weekend and holiday calls? 

It needs to be someone who is qualified to competently address owner 

and tenant concerns IMMEDIATLEY, rather than explaining that you 

or the tenants will need to wait till Monday morning before you can 

get redress. If one of your tenants has a pipe burst at 11:30 Friday 

night, you don’t want them talking to someone who is not qualified or 

capable of promptly getting the problem solved. Regardless of the 

answer you are given, the only way to know is to call the given num-

ber and see who picks up. If tenant or owner emergencies are met with 

an answering machine you may want to think about moving on. 

 How quickly do they respond to tenant and owner calls? 

 If during the interview process you have a hard time getting 

a hold of them, or getting a quick reply, consider it a sign of things to 

come.  Why would you consider hiring a property management firm 

that is hard to get a hold of? 

 Next we'll be taking an in-depth look at property manage-

ment contracts, and how they govern your relationship with a manage-

ment company. 

 

Examining the Organization - 

Size, Staff & Customer Service 

Continued from page 3 

Continued on pg 6 
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them will be spelled out in advance. That way you will know exactly 

what to do when each occurs, and there should be no question from 

the tenants. 

 Landlords create their own problems when they don’t take 

charge of their properties. Roommate squabbles and issues are some 

of the most frustrating for landlords since it seems as if everything is 

always in turmoil. The only way to control these situations is to take 

charge from the beginning, to know exactly how you will handle 

every permutation that roommates throw at you. 

 Your first job is to make sure that your rental agreement has 

no language that could be construed as creating separate tenancies for 

each of the roommates. Then, to make sure that each roommate under-

stands the rules, make a special roommate addendum. Your apartment 

or landlord association may have one available (though many do not 

issue that form). 

 If you have separate tenancies for each roommate, sorting 

out problems and incidents becomes a tangled web or he said-she 

saids, claims and counter-claims. Do not put yourself in the middle of 

these situations. You only want the rent paid, a simple way to account 

for deposits and damage, and assurances that house rules apply to all 

roommates in total. 

 Just One Agreement 
 There must be one and only one rental agreement, signed by 

all roommates. If you have a separate agreement for each roommate, 

then you have created separate tenancies and have to deal with each 

roommate separately. That means if you get only part of the rent, you 

are stuck going after the roommate who didn’t pay. If one roommate 

moves out, you have to try to sort out how much of the security de-

posit is going to be refunded and how much goes to damage (as well 

as trying to figure out who caused the damage). 

 The rules for roommates 
 First, every roommate is equally responsible for what occurs in 

the property and the rent. Over and over landlords hear the excuse "Joe 

didn’t have his share of the rent this month, it’s not my responsibility.” 

Well, yes it is. It is one tenancy, and each roommate is jointly and sever-

ally (that’s legalese for equally and totally) responsible for all the rent. 

 That means if one roommate doesn’t have his or her share of 

the rent this month, it is all of the roommates’ problem, not just the one 

who doesn’t have the rent, and certainly not yours. You either get all the 

rent, or they all move out. Don’t ever accept partial rent, unless, of 

course, you have a signed “One-time Partial Rent” form. 

 Second, when one roommate moves out, you do not refund 

part of the security deposit to the one moving out. You refund it only 

Continued from page 4 
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when the tenancy ends: that is when all current and/or subsequent 

roommates vacate. Then you provide an accounting according to state 

law. (Some state laws differ as to how security deposits are handled, 

and you need to check your law to ensure you can use this system for 

your properties.) 

 Roommates who are vacating the unit need to get their por-

tion of the security deposit from a roommate who is moving in. It is not 

your concern if a vacating roommate gets his or her deposit back or not, 

since the tenancy paid the deposit, not the roommate, and the tenancy 

consists of all roommates living in the property then and in the future 

under that rental agreement.. 

 Third, all new roommates must have approved rental applica-

tions before they move in. Furthermore, after they are approved, they 

must sign on as an additional roommate and sign the roommate adden-

dum. 

 Under no circumstances should the new roommate sign a 

separate rental agreement. Rather you need to create an addendum that 

states that the new roommate is becoming a part of the tenancy created 

by the original rental agreement and acknowledging the existing rental 

agreement that includes the roommate addendum. 

 New roommates, since they are part of the existing tenancy, 

also take on the existing state of the tenancy. So if any rent is owing, 

that rent is also owed by the new roommate; if there is any damage to 

the property, the new roommate assumes joint and several liability for 

that damage. It is up to the new roommate to get an accurate account-

ing of any rent owed or any damage from either or both the other 

roommates and you, the landlord. You can have the accounting of the 

rent ready, but accounting for the damage will require an inspection of 

the unit. 

 If the new roommate has any questions or concerns, those 

must be resolved before move-in if he or she is to avoid responsibility 

for rent owed or damage. Rent owed must be settled with you and 

damages paid for if the new roommate is going to avoid responsibility 

for one or both. 

 If you already have roommates whom you have rented to as 

separate tenancies, you are probably stuck with the existing situation. 

Changing the rules would require that you terminate each tenancy and 

start over again with a new agreement putting everyone together under 

one agreement. The existing tenants probably wouldn’t go for it since 

it is not to their advantage. 

 Two Bad, One Good 
 How about the case of Ruth, Roxanne and Roger, where two 

are party girls and the third is hardly ever home, but good when he is? 

It’s too bad that Roger is stuck in a situation such as this, but if the 

agreement was properly drawn, he has to take the heat for his room-

mates. The situation is no different than if he had been home consis-

tently and had to endure his party-girl roommates. 

 It is probable that Roger knows almost nothing about the 

problems his roommates are creating. If he did, he might speak to 

them about it, even though it would probably do no good. Obviously 

you would welcome Roger as a tenant, but would rather be rid of the 

two troublemakers. If it were only that easy. 

 The best way to proceed is to send a notice to all three ten-

ants that you are terminating with cause. That means the irritating 

tenants have 10 days (two weeks, or whatever is required in your 

state) to clean up their act or move out in 30 days. (Check your state 

law for the exact procedure.) 

 Be sure to send the notice to each tenant individually so that 

Roger will get it. Otherwise the two girls could hide it from him and 

he could be surprised at having no place to live when he returns from 

one of his driving jobs. Then you would have a real public relations 

issue, in spite of the fact that you did everything by the book. 

 If you have one, you could also offer Roger a small apart-

ment that had a rental rate approximately what he was paying with the 

Roxanne and Ruth. Tell him that you would love to keep him on as a 

tenant, but that the girls just aren’t going to continue living in your 

property.  

 Renting to roommates, as opposed to couples or single peo-

ple, presents its own special challenges and aggravations. What you 

need to do to make it as painless as possible is make sure that first, 

you understand what the roommates rights and responsibilities are 

and, second, that they know what they are. 

 If you don’t do that you will have one headache after an-

other trying to collect rent, assess damages and keep track of whom 

you are renting to. 
Copyright 2012 Cain Publications, Inc., used by permission. "Robert Cain is a 
nationally-recognized speaker and writer on property management and real 

estate issues. For a free sample copy of the Rental Property Reporter or North-

west Landlord call 800-654-5456 or visit the web site at   rentalprop.com .” 

How to Avoid Pain and Suffering (Yours)  

When Renting to Roommates 
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not bode well 

for future 

credit risk 

because the 

individuals 

have not paid 

their mort-

gage debts. 

The exact 

impact in all 

cases depends 

on the credit 

score the person had before, what information is reported and the com-

position of his or her credit file. A lower starting credit score may drop 

less than a score that was higher to begin with.  The impact is less 

extensive for consumers who had already missed payments or carry 

heavy debt loads. Conversely, the downward impact will probably be 

greater on the credit scores of consumers with no other delinquency or 

derogatory items and low debt levels. For example, if a person with a 

credit score of 680 has a foreclosure, the score will drop 85-105 points, 

while a bankruptcy drops the score 130-150 points. A person with a 780 

credit score has more to lose: the foreclosure will mean a reduction of 

140-160 points while the bankruptcy can take it down 220-240 points. 

 Visit www.myfico.com/crediteducation/questions/

Credit_Problem_Comparison.aspx for other examples. In all cases, a 

negative mortgage event such as these will ultimately result in fewer 

offers and account approvals and higher interest rates and fees.  

 Isn’t a foreclosure worse than a short sale?  

 FICO conducted a study to determine the credit risk associated 

with “mortgage stress events,” such as foreclosures and short sales, by 

analyzing data from 2009 through 2011. The results show a slightly bet-

ter risk for persons who had short sales rather than a foreclosure, but the 

difference was not enough to cause FICO to score this differently. Ap-

proximately half of those individuals going through a short sale also 

defaulted on another account within two years, and many had another 

mortgage delinquency in their past. 

 Deed-in-lieu 

 A deed in lieu is also considered to be derogatory. While it 

may seem that it should bode better for a property owner who deeds the 

property to the lender rather than making them go through the time and 

expense of a foreclosure, the FICO score does not “look at it” the same 

way. In terms of predicting future credit risk, the negative impact of a 

deed in lieu of foreclosure and a foreclosure may be similar. Again, the 

specific impact depends on what the credit score was before and what 

Recovering from a Credit Score Hit 
On the road to mortgage eligibility 

Continued from page 2 other “black marks” are contained in the credit files with the credit 

bureaus. 

 Bankruptcy 

 A bankruptcy can do more credit score damage than a short 

sale, deed-in-lieu or foreclosure because it is a reflection of a per-

son’s overall credit status rather than one hopefully isolated deroga-

tory event. A bankruptcy can reduce otherwise good scores by 200 

points or more, but will have less of an impact on low credit scores 

that already take into consideration past due status. The impact will 

gradually lessen over the 10 years it will remain on the credit report.  

 Credit score repair and improvement 

 If an individual has experienced a credit score hit, or sim-

ply wants to improve his or her credit score, what can be done? Al-

though it may seem obvious, the most important things that can be 

done immediately are: 

 Check the credit report: Credit score repair begins with the 

credit report. Check to make sure it contain no errors, particularly 

any late payments incorrectly listed or incorrect amounts owed. Dis-

pute any errors with the credit bureau.  

 Set up payment reminders: Making credit payments on 

time is one of the biggest contributing factors to a credit score. Con-

sider enrolling in automatic payments through credit card and loan 

providers. 

 Reduce the amount of debt owed: Stop using credit cards. 

Pay down the highest interest cards first while maintaining minimum 

Continued on page 10 

http://www.myfico.com/crediteducation/questions/Credit_Problem_Comparison.aspx
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payments on other accounts. 

 Payment history tips  
 The payment history accounts for 35 percent of a credit score 

calculation, so it presents the best opportunity for improving a score, 

but past problems like missed or late payments are not easily fixed. 

 Always pay bills on time. Delinquent payments, even if only 

a few days late, and collections can have a major negative impact on a 

FICO score. 

 If payments are missed, getting current and staying current is 

the best medicine. 

 Paying off a collection account does not make it go away. It 

stays on the credit report for seven years. 

 Amounts owed tips  
 This category contributes 30 percent to the credit score calcu-

lation.  

 Keep balances low on credit cards and other revolving credit 

because high outstanding balances affect the credit score. Don’t exceed 

35 percent of the credit card limits. 

 Pay down debt rather than moving it around. Owing the same 

amount but having fewer open accounts may lower the score. 

 Don’t close unused credit cards as a strategy to raise a credit 

score.  

 Don’t open a number of new unneeded credit cards just to 

increase available credit. This approach could backfire and actually 

lower the credit score. 

 Length of credit history tips  
 Don’t open several new accounts too rapidly because they will 

lower the average account age. Leave older accounts open to maintain 

length of credit history. 

 Types of credit use tips  
 Apply for and open new credit accounts only as needed. 

 Having credit cards and installment loans and using them re-

sponsibly rebuilds a credit score. Someone with no credit cards, for ex-

ample, may be higher risk than someone who has managed credit re-

sponsibly. 

 Closing an account doesn’t make it go away; it still shows up 

on the credit report.  

 Free credits reports 

 The Fair Credit Reporting Act (FCRA) requires each of the 

nationwide consumer reporting companies — Equifax, Experian and 

TransUnion — to provide a free copy of an individual’s credit report, at 

his or her request, once every 12 months.  Annualcreditre-

port.com is the ONLY authorized source for the free annual credit re-

port that’s required under federal law. Many companies claim to offer 

free credit reports — and some do. But others give you a report only if 

you buy other products or services.  

 The three nationwide credit bureaus have a central website, a 

Continued from page 7 

Recovering from a Credit Score Hit 
On the road to mortgage eligibility 

toll-free telephone number, and a mailing address for ordering a free 

annual report. To order, visit annualcreditreport.com, call 1-877-322-

8228, or complete the Annual Credit Report Request Form and mail it 

to: Annual Credit Report Request Service, P.O. Box 105281, Atlanta, 

GA 30348. The form is available from www.ftc.gov/credit. Do not 

contact the three nationwide consumer reporting companies individu-

ally.  

 There is no service where a person can obtain their credit 

score for free in order to simply check on it. 

 Debbi Conrad is Senior Attorney and Director of Legal 

Affairs for the WRA.  Published: October 04, 2012  
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Free Food Or Snacks Provided At Meetings 

 

NEW MEETING PLACE 
George’s Club Highview 

Lower Level 
 

Appetizers & Networking at 6:30 pm 

Meeting will start at 7 pm 

 

How To Do A Collection 
With Jeffrey Shavilk 

of Finance Systems of Green Bay 

 

Next Meeting 

NEW Location 
 

George’s Club 

Highview Lower Level 
 

5305-60 St, Kenosha 
On our regular 

 3rd Wednesday  the month  
 

October 17th, 2012 
6:30 P.M. for food 

7:00 P.M. for meeting 


