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: Refinancing
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RENTAL PROPERTY
SUPPLEMENTS INCOME

wning residential rental property
can significantly supplement your
income.

Rental property comes in many forms:
single-family homes; duplexes; apart-
ments; townhouses; and condominiums.
Investing wisely, the rents received will
cover all or most of the cost of owning
and operating the property, including
the mortgage, property taxes, insurance,
utilities, and maintenance. In some
cases, rental property generates enough
additional income to pay for a separate
residence.

The Advantages Are Many

While most owners of rental properties
continue to draw income from other

sources, the income from a rental prop
erty can provide a financial cushion. In
the event of the loss of another_income
source or some other unexpected-finan-
cial emergency, the rental pa A
be available as a source of in

A iranced with a
mortgage. A lender wilkinclude potential
rental income with other earnings and
assets of the borrower when deciding
whether to grant a loan.

Residential rental property can provide
owners with tax savings in the form of

increased tax deductions. In addition to
mortgage interest payments, other ex-
penses related to rental property may be
tax deductible. The expenses of owning
and operating the rental property can be
deducted from the building's income. In
addition, depreciation on the rental por-
tion of the property is deductible, even if
the value of the property increases. If the
available deductions are greater than the
income provided by the building, in
some cases, the deductions could be
used against total taxable income.

et’ Itis important to determine
much you can realistically afford to
invest in a rental property. Will it be
necessary to finance a portion of the
purchase price? What size down pay-
ment will be necessary? Are those funds
available? If the property is not fully oc-
cupied, will you be able to make the
mortgage and utility payments? Do you
have sufficient funds to handle emer-
gencies? For example, if the heating and
cooling system fails, do you have the
funds to cover its replacement? Will in-
come from other employment be avail-

able to handle shortfalls, improvements,
and emergencies?

Investment Viability: How does this
investment compare to other types of
investments? Residential rental property
has distinct advantages over some other
investments, example, residential
rental pr perty canprovide similar

Consider the Risks

There are risks involved when investing
in residential rental property. For exam-
ple, the value of the property may not
grow as rapidly as expected or it may
even go down in value. Or the property
may cost more to operate than
estimated. In some cases, the property
may not comply with zoning or building
inspection laws, requiring the outlay of
additional funds for repairs.

Some municipalities have regulations
regarding rental units—not all proper-
ties are eligible to be rental properties.
In addition, municipal governments can
be notoriously fickle about tenant rights,
and are capable of creating new regula-
tions that place a significant burden on
landlords. These new regulations tend to
target problems that are “in the news,”
such as lead paint, noise abatement, and
weatherization—all of which can result
o>




THE TEN MOST IMPORTANT CONSIDERATIONS WHEN
PURCHASING RENTAL PROPERTY

1. Costs — What costs are associated with owning and renting the property?

2. Occupancy Trends - Is the property fully occupied? What is the average vacancy

rate? Do current tenants hold a month-to-month lease, or leases for a period of a
year or more? On average, how many tenants are evicted each year for non-
payment of rent?

3. Tenant History - How long have the current tenants resided there? Are t
reliable? Are they current with their rent?

4. Tenant Complaints — What complaints have the tenants made i

it ever b en
litigation, lién

10. Parking — Does the property have off-street parking? If not, are there any
restrictions on street parking that could have an impact on the attractiveness of
the rental property to prospective tenants?

in a significant expense. In addition,
municipalities are more often holding
landlords Ilable for the actions of ten-

experience i
properties.

also clarify the responsibilities of the
landlord and tenant should legal action
become necessary.

A real estate attorney can also be helpful
when preparing to sell a rental property
for example, ensuring that the seller
retains no continuing liability for the
property or its tenants. O

L
Legal advice varies depending on the facts; for
that reason, the information in Client Bulletin
should not be acted on without consulting a

lawyer. Advertising Material.
© ATG 03-01-101
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niie - Transfer tax Ordinances

GUARANTY
FUND,

INC. Order form

Enclosed is the latest update of Transfer Tax Ordinances. Don’t miss an opportunity to give Realtors®, lenders, and clients a wealth of
vital information and promote your real estate practice with a customized version (see reverse for sample). ATG will insert your name,
firm name, address, phone, fax, and/or e-mail address at the top of the table. ATG updates this table as new information becomes
available — the people on your mailing list will receive areminder of our services on aregular basis. To order your copies, please send
this completed form with your check payable to Attorneys’ Title Guaranty Fund, Inc., to the address at the bottom of this page.

MEMBER |INFORMATION
Member Name: Member No.:

Contact Person:

CUSTOM IMPRINT
Please type/print thisinformation EXACTLY as you want it to appear at the top of your Transfer Tax Ordnances order.

Firm Name (Line 1):

Firm Name (Line 2):
Street Address:

City State: Zip:
Phone: ( ) Fax:( ) E-mail:

SHIPPING ADDRESS (No P.O. Boxes)
O Same as above
O Ship to the following address:
Firm Name:

Street Address:
City State: Zip:

PRICING
= Transfer Tax Ordinancesis availablein singleissues or by a 4-issue subscription at a 20% discount.
= Subscribers will receive their orders automatically as soon as each issue is published.

SINGLE I SSUE: SUBSCRIPTION:
50 COPIES....cveriiriieriiieieese et $15.00 50 of €aCh iSSUE......cecviveeererecieeete et $48.00

100 COPIES....vcueereieeieresteee et $25.00 100 of each isSUE.....ccccevveececeeee e, $80.00

150 COPIES....ocveereeeireree st $30.00 150 of eaCh iSSUE.......ccevvvveeveeteece e $96.00

200 COPIEBS.....eeverrrereireereesreresssaeressreressssenens $35.00 200 of eaCh iSSUE......ccvvveveeiereeceieee e $112.00

250 COPIBS.....eeveerrererieereesrerese s res et $40.00 250 of eaCh iSSUE......ccovveveeeereeceece e $128.00

Each add’'| 50 copiesover 250...........cccevvverenene $5.00 Each add’l 50 copiesover 250...........ccceeveee. $16.00

ORDER Please send your completed order form with check
Quantity Amount payableto Attorneys Title Guaranty Fund, Inc., to:
[0 SUBSCRIPTION $ Ed Sudlow
_ Attorneys Title Guaranty Fund, Inc.

O CURRENT | SSUE: $ P.O. Box 9136

Champaign, IL 61826-9136

© ATG (REV. 3/00)
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