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CONCERNS

Concerns: The Wrong Kind of Tenant & Damage to
Your Property
Owners and investors have an important concern above all others when they are
placing tenants in their properties; damage to the property and possibly even having to
follow through with the eviction process. This can result in a number of issues, namely
loss of rent and the cost of repairs that can result in the owner paying thousands in
potential expenses.
Even with the careful and meticulous screening and application process that we use to
place the perfect families in your property, unforeseeable problems can arise.
We’ve all heard worse-case-scenario stories of the 'wrong' kind of tenant:
Trashing the property
Not paying rent or getting behind on payments
Neighbors continually reporting domestic disturbance
Unfortunately, the troubles that besiege your tenants can often affect our troubles as
well. We, as your property management company know how frustrating it can be for an
owner to have to pick up the pieces in the aftermath and have to make up for losses
out of pocket.
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However, we have all been faced with financial and personal hardships. Even the most
reliable tenants can have pressures and misfortunes:
Loss of employment
Unforeseen family issues and other life-changing events
Emergency health expenses
Any number of problems can arise with your tenants, and if you do indeed find yourself
in these situations, as your dedicated property manager we can help you and your
tenants find a smooth process though these circumstances.

In fact, we’d like you not to worry about these matters at all. That is
why we suggest a special type of insurance coverage to help shield
you from these potential hardships.

Please take a look at these companies
for your consideration:

www.steadymarketplace.com

www.surevestor.com

KTB | Everyday Solutions | ©2021

2
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Pets: Should I or Shouldn't I?
That is the questions investors have been
asking themselves for years: should I allow a
pet or should I not. It is not an easy question
to answer. It first starts with your long-term
goals and use of the property. Will you be
moving back into the property in the future? If
so, do you have allergies or reactions to pet
orders and dander? If you do or a family
member does, you then most likely will not
want to have a pet at the property. Is the
property purely an investment looking for
long term gains? Then, yes, you will want to
allow pets to maximize your income potential.
Just a few quick facts: over 65% of all
households have a pet of some type. Thus,
not allowing a pet will reduce your potential
market by nearly 70%. But wait, we are in
California where we have service animals,
companion
animals,
support
animals,
friendship animals and the list goes on, with
all these pets and tenants protected by
California law.

You may be asking yourself, “how do I know if I am required to accept
the pet?”. That is where we step in. We understand the Fair Housing
Laws and the laws concerning pets.
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Plus, we have specific steps that the potential tenant must take to verify the status of
the animal. Several of them are listed below:
The Pet must go through pet screening at www.petcreening.com
If the tenant claims the animal is an assistance animal, there are specific
qualifications obtained for verification through the above service
We require photos of the pet
We require all the vaccination records for the pet
We require renter’s insurance with insurance on the pet
We require spay or neutered information on the pet
When allowable, an additional Security Deposit (not a Pet Deposit).
Now it does not matter how the damage was caused. We have funds for the repairs.
Plus:
Pet Rent of $25.00 a month per pet
Two annual inspections of the property per year, both at the tenant’s expense.
With all of this in place, you can have peace of mind in the long run.

If you are looking to rent your property faster and keep it rented
longer, allowing pets makes good business sense.
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Maintenance and a Comfortable Environment
From the tenants point of view, their evaluation and concerns center
most strongly around one central factor: maintenance and how you
handle it as an owner.
This is, of course, important to the owners as much as it is to the tenants, and our
relationship depends on the communications that result from service requests and
repairs. A proactive, fool-proof approach is far preferable than a passive, reactive one,
which can result in misconceptions and the tenant not feeling comfortable to stay in
the home.
Although repairs and replacement costs
can become costly, their expense is far
outweighed by the higher expenditures
associated with having to re-lease a
property. It is preferable to keep up with
regular maintenance and keep those
tenants in comfortable environment.
Expectations are best established as soon
as a tenant signs a lease. Provide them an
outline on the life expectancy of
household items and repair costs upfront
along with a schedule of routine
inspections. This will help give them peace
of mind and hopefully secure your
tenants decision to stay and renew their
lease in the future.
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Differing Stages of Maintenance
This breakdown will help you and your tenants to understand the varying categories of
maintenance and aid with their incoming requests being more efficient, timely, and
above all, protecting the integrity of your property.
EMERGENCY = SAME DAY SERVICE
These incidents may put people, or your
property, in danger and at a high risk for
severe damage.
HVAC / Heating, Ventilation and Air
Conditioning problems
Pipes bursting, backing up, or terrible
leaking
Damaged or broken docks, locks or
windows, etc.

CRITICAL = NEXT DAY SERVICE, 1 to 3 DAYS
Although not necessarily an emergency, these
incidents can be a nuance:
Electrical incidents, Power Outage and
repair to circuit breaker
Garage Door replacement or malfunction
Leaking faucets, Toilet issues and other
plumbing troubles
Air Conditioning Maintenance and service
to the Capacitor
Smoke Detector malfunction
Issues and maintenance of Water Heater
STANDARD SERVICE = 3 to10 DAYS
General maintenance such as:
Standard maintenance to plumbing
Inside Door replacement or repairs
Damage to window screens
Damage to ceiling or walls
Cleaning out Gutters or damage.
Minor Roof repair
Standard Appliance Repairs: Oven, Stove,
Washer, Dryer, Dishwasher, Disposal, etc.
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Appliance Cost Examples
These are estimated costs only. Selection and prices may vary depending on
choice and common repairs. The basic cost includes delivery, installation,
new connections, new supply lines and removal of the old appliance.
Refrigerator: Estimated Life: 15 - 20 years
Estimated Replacement Cost: $700.00
Control board failure: $255.00 - $355.00
Cooling motor: $325.00 - $425.00
Other repairs: Ice maker failure: $255.00 $375.00
Microwave: Estimated Life: 8 - 10 yrs
Estimated Replacement Cost: $325.00
Basic repairs and costs:
Door replacement: $195.00 - $250.00
Control board failure: $255.00 - $355.00
Oven Range: Estimated Life: 10-15 years
Estimated Replacement Cost: $595.00
Basic repairs and costs:
Heating element issues: $175.00 - $225.00
Control board failure: $295.00 - $395.00
Igniter cleaning or failure: $165.00 - $225.00

Dishwasher: Estimated Life: 10-15 years
Estimated Replacement Cost: $675.00
Basic repairs and costs:
Water inlet valve: starting at $160.00
Drain pump cleaning: $125.00 - $300.00
Control board failure: $225.00 - 350.00

Garbage disposal: Estimated Life: 12 - 15 yrs
Estimated Replacement Cost: $250.00 $295.00

Water Heater: Estimated Life: 15-25 yrs
Estimated Replacement Cost: $1750.00 $2,400.00 Including Permits as well as the
following: Earthquake strapping, New
connections, New supply lines, Expansion
Tank

Smoke/CO detectors:
Estimated Life: less than 10 years
Estimated Replacement Cost: $45.00 - $55.00
including installation.
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Washing Machine: Estimated Life: 10-15 years
Estimated Replacement Cost: $595.00
Top Loading, $895.00 Front Loading
Basic repairs and costs:
Control Panels $165.00 - $225.00
Replacement of Rubber door gasket $225.00 $300.00
Dryer: Estimated Life: 10-15 years
Estimated Replacement Cost:
$595.00 electric, $725.00 gas
Basic repairs and costs: Belts: $195.00 - $225.00
Thermostats: $155.00 - $185.00
Heating Coils: $175.00
Furnace/Heating System:
Estimated Life: 15 - 25 yrs
Estimated Replacement Cost: $4,500.00 $7,000.00 including SEAR Rating and Permits
Air Conditioner: Estimated Life: 15 - 25 yrs
Estimated Replacement Cost: $4,700.00 $5,500.00 including SEAR Rating and Permits
Roof: Asphalt roof 3-tab shingles: Estimated Life:
Asphalt roof 20 - 25yrs
Architectural shingles: Estimated Life: 30 - 40 yrs
Estimated Replacement Cost: $5.50 to $7.50 per
square foot of architectural shingles installed. A
square is equal to 100 square feet of roof
surface. An average roof size: approx. 1,700 –
2,000.00 square feet.
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Benefits of Rental Income (and they're not what you think)
As with many investors, you likely have a mortgage on your rental property. And like
many, you may consider having rental income as the most important and lucrative
aspect of investing in property as it helps covers your mortgage.
That is not necessarily the entire truth.
There are many other aspects of owning and maintaining a rental property that are far
more advantageous.

Here are a few examples:
The principle balance on your mortgage is steadily being reduced each month
Tax deductions for mortgage interest on rental properties owned
Real estate appreciates in value over time
All of these can be substantial, especially the longer you keep the property, saving you
hundreds of dollars every month.

To help you see the bigger picture, KTB Property Management can
help you get started with a rental analysis. The range of this
assessment depends on different features and animates of
the property itself.
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Insurance Needed: the coverage you need for
those high risks
As a home owner does your current insurance give you the coverage you need for a
rental property? Most likely not. You need to make sure that you are covered for
those high-risk hazards.
What you need is called Dwelling Property All Risk (DP3) Insurance; an extensive
public liability property insurance. Its best to tell your insurance company that the
amount should be equal to or higher than the full replacement cost of the structure
and any other damaged property.

The cost for this coverage is
higher than your standard
homeowner’s policy, so be
prepared to pay
more.
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Tenant Liability and Renter's Insurance
Compensation for smoke, fire or water damage? Chances are the insurance you
already carry provides coverage for most of these accidental tenant incidents. But at
what kind of deductible?
As a condition of any lease signed with us, we require there to be a Tenant Liability
Insurance policy in place that helps to keep your insurance out of the equation. That
way you do not have to file a claim and your premium stays unaffected.
That is not the only thing we require from our tenants.

Renter’s
Insurance is also
important and is
an additional
policy all on its
own.

With this the renter’s personal belongings are protected - from
incidents such as theft - and this coverage is offered on all of
our properties.
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Knowing the Laws: Both Federal and State
Thinking of managing your
rental property yourself?
Then there are a number of
Federal and State Laws you
will need to make yourself
familiar with.

Here are some vital ones you will want to know and links for
information on each:
Fair Housing Act
Lead Based Paint Disclosure Program
Megan’s Law
Disparate Impact
California Landlord/Tenant Handbook
Renovation Repair and Painting Program
And thats just to name a few. Even if you have your property professionally managed,
you would do well to keep up on this information yourself.
However, as your property management company, we are extremely well-versed and
always up-to-date on these laws, and many others like them and can help you navigate
through federal and state regulations.
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Federal Tax Protocol, the Franchise Tax Board & The State
A prime challenge that landlords encounter when managing their own investment
property is proper accounting. Among many things this includes all rental income and
other various expenses surrounding your property. This is where professional
property managers can utilize management specific software that helps to make this
task consistent, accurate and much easier for you come tax time. And there are a
number of accounting items that many homeowner-turned-landlord overlook.
Foremost is the capital gains 121 exclusion. Section 121 of the Internal Revenue
Code is often referred to as the 121 exclusion.

Primary Residence

The 121 exclusion can only be used
together with real property that has been
held and used as the homeowner’s primary
residence.

This

tax

break

allows

homeowners to sell real property held
(owned) and used (lived in) as their primary
residence and exclude from their taxable
income up to $250,000 in capital gains per
homeowner, and up to $500,000 in capital
gains for a married couple filing a joint
income tax return. With vacation homes,
second homes or homes that are held for
rental investments or trade this exclusion
does not apply.
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Qualifications

You must have lived in and owned the property as your primary residence for at least
24 months during the last 60 months to qualify for the 121 exclusion. Those first 24
months do not have to be continuous.
There are exceptions to the 24-month requirement. Some of these exceptions include a
change of health, employment, military service or other “unforeseen circumstance”.
To sum up, if you have been living in your home for at least 2 years and have equity in
the home, talk to your financial advisor about this exclusion. Keep in mind that you
don’t want to rent it out longer than the above requirements demonstrate. When
selling the property, you don’t want to find yourself in a situation where you no longer
qualify for the capital gains exclusion, leaving you hit with capital gains tax.

Lets Talk Depreciation

Write-offs from depreciation can impact real estate investors’ taxes in significant ways,
saving them hundreds to thousands of dollars per year. Real estate depreciation is
defined as an income tax deduction that allows a taxpayer to recover the cost (or other
basis) of a real estate investment. The depreciation is realized as a type of deduction
that reduces the investor’s taxable income.
Unlike rental expenses—which include items like repair and maintenance expenses,
travel expenses related to property management, home office expenses, property
taxes, mortgage insurance, property insurance, and professional services—that can be
deducted from rental income earned the year the money was spent, depreciation
deducts the cost of buying and improving a rental property over the useful life of the
property.
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While depreciation sounds like a sure bet for reducing real estate investors’ taxes, it is
important to note that the IRS has incredibly detailed and complex rules about how
depreciation can be used as a tax deduction.
Investors should understand which rental properties the IRS considers depreciable.
Property only falls under the depreciable umbrella if the investor owns it (even with
debt), it is used in the investor’s business or to produce income, the property has a
‘useful life’ (meaning it deteriorates over time), and this useful life is expected to last
more than a year.
In addition, to be eligible for depreciation, the property cannot be put into service and
disposed of in the same year. Also, land is not depreciable, and owners cannot deduct
for land costs such as clearing, planting, and landscaping.
Owners can deduct for depreciation up until the point when the entire cost or basis in
their property has been deducted or until the asset is considered ‘retired from
service’—if the property has been sold or exchanged, converted to personal use,
abandoned, or destroyed. Also, deduction claims can be made on a property that is
temporarily not in use, such as the period after one tenant leaves and before another
tenant occupies the space—as long as at least one repair has been made in
preparation for the new tenant.
The California Franchise Tax Board

Along with the federal tax protocol these is also the state and the Franchise Tax Board.
If you own a rental property in the state of California and rent it to someone, you are
required to report those rent revenues to the Franchise Tax Board.
If you are not residing in the state of California and you are receiving rental revenue
from an investment property you are required to send 7.00% of the net rent revenue to
the state on a quarterly basis and the quarterly basis is not a normal quarter.
For additional information please visit https://www.ftb.ca.gov for more details
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Rental Licensing and Inspection Requirements
Throughout the greater Sacramento region
there are numerous Licensing and Registration
of Rental Property requirements. Nearly every
municipalities, and even Sacramento County,
has
some
sort
of
rental
licensing
requirement/registration which involves an
application, paying a rental license fee and/or
Rental Inspection service fee. In addition to this,
each of the municipalities inspect your property
for Health and safety compliance.
The inspection fees, when performed by the
Municipality, can range from $225 to $321 per
inspection.
Fortunately,
KTB
Property
Management is Certified by both the City and
County of Sacramento (along with other cities) to
perform the inspection on their behalf at a
greatly reduced fee. We even assist with the
preliminary inspections to make sure everything
is good from the very beginning.
To assist you with the process we have attached
the registration forms for the City and County of
Sacramento at the end of this PDF, along with
websites where you can register the property
online. This includes the actual Inspection Forms
used by the municipalities.

It is very important to register your
property; the fines are steep and very few
slip through the cracks
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Addendum & Links

City Sites for Registering Properties

City of Citrus Heights:
www.citrusheights.net/RHIPRegistrationForm

City of Sacramento:
www.cityofsacramento.org/Community-Development/CodeCompliance/Programs/Rental-Housing/Registered-Rentals
www.saccounty.net/services/Pages/Rental-Housing-Inspection-Program.aspx

City of Folsom:
https://www.folsom.ca.us/

City of Elk Grove:
www.elkgrovecity.org/city_hall/departments_divisions/code_enforcement/rental__vaca
nt_property

City of Rancho Cordova:
www.cityofranchocordova.org/government/neighborhood-services/codeenforcement/rental-housing-inspection-program
The forms for the
Sacramento Rental Housing Inspection
Program are attached below for
your convenience

