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Municipal Code Enforcement

Q. Can the municipal government force
the landlord to maintain the property
and make repairs?

A. If the municipality has adopted a hous-
ing code, it will probably have also
adopted a mechanism for enforcing that
code against violators. The tenant can
report the landlord to the municipal de-
partment responsible for enforcing the
code. The municipality hires employees to
inspect properties for code violations.

Q. How does the municipal code en-
forcement work?

A. Municipalities make two basic types of
inspections: upon complaint from resi-
dents and upon a preset plan.

the

right of municipal inspectors to enter their

Some landlords have contested
property; they call it trespassing. The mu-
nicipality may have to go to court to get a
search warrant if the landlord refuses to let
an inspector enter. The municipality does
not need a warrant, however, if tenants
invite the inspector onto the property.

Some courts have restricted the right of
the municipality to enter apartments in a
building as part of a preset plan. A mu-
nicipality’s plan is simply a schedule of
inspections. It may call for inspection of
the common areas of every rental building
every year, or in a certain neighborhood
every three years, or any variation of that
timetable.

If a local inspector finds any violations
of the housing code, a citation can be is-
sued against the landlord. Besides stating
the violations, the citation may give the
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landlord a specified number of days to com-
ply with the law.

If the landlord does not make the re-
quired repairs, the next stage of enforce-
ment will probably be an administrative
hearing. If the landlord fails to correct the
code violations after a hearing, the munici-
pality can take the landlord to court.

State laws authorize the courts to order
the landlord to make repairs, to fine the
landlord, to place the building in receiver-
ship until the violations are corrected, or
even to condemn the building and order it

demolished.

Q. Is municipal code enforcement effec-
tive?

A. Where local government and courts are
committed to code enforcement, this is
probably the single most effective way to
maintain the quality of housing in the com-
munity. But many municipalities are not
making the persistent effort that is needed.

Suing the Landlord

Q. Can the tenant take the landlord to
court for failure to maintain the premises
and make repairs?

A. Yes. There are three legal theories that
apply.

*  The concept of the implied warranty of
habitability, which was established by
tenants attempting in court to force
landlords to comply with local housing
codes.

*  Many local landlord-tenant ordinances
permit the tenant to seek a court order

if the landlord (cont. on page 4)
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*  fails to maintain the premises. These ordinances may
also require the landlord to pay the tenant’s attorney’s
fees.

* A number of state statutes on consumer fraud include
the landlord-tenant relationship. Under these laws it is
a fraud for a landlord to rent premises in defective con-
dition. The statutes often provide for punitive damages
and for the landlord to pay the tenant’s attorney’s fees.

Sidebar: SHOULD YOU GO TO COURT?

If the state courts are responsive to municipalities’ lawsuits
for code enforcement, they will be responsive to tenants’
lawsuits as well. In those cases, suing will be quite effective.

The major problem is that the complexity of the court
system really requires tenants to be represented by an attor-
ney. Poor tenants may have access to free or low-cost legal
services, but most tenants are not eligible for such assistance.
Middle-income tenants will have to find an .
attorney willing to represent them on a contin- §

gency fee basis (that is, paid upon winning the 2 be able to buy a neWE

case). Thus, suing the landlord is not easy.$

However, some lawsuits in California have re- s

A. Local laws may place a maximum dollar amount that the
tenant can spend on repairs. For example, a Chicago ordi-
nance limits a tenant’s repairs to five hundred dollars.
Some laws limit repair costs to one month’s rent..

However, in jurisdictions that have no explicit repair
and deduct legislation and rely on the implied warranty of
habitability, the right to use repair and deduct is limited
only by the reasonableness of the repairs. A tenant may
even be able to buy a new furnace and deduct the cost from
the rent.

Reduced Rent
Q. What is reduced rent?

A. When the premises do not comply with the standards
of the local housing code, the tenant can pay the land-
lord a rent reduced from the full contract amount,

which reflects the reduced value of the

®Wo000000000000000000000000®

. premises.

tenant may even:

How does a tenant go about paying
reduced rent?

:furnace and deduct « A. The tenant would serve a written notice

sulted in judgments against landlords for mil-$ the cost from the E on the landlord. This notice would list

: rent.

tenants’ attorneys. g

lions of dollars, including paying the fees of the

®oecoecccccccccccccccccccced

On the other hand, if the courts have not become re-
sponsive to municipal code enforcement, then the tenants
will not do well in court. The ability to sue successfully, par-
ticularly under the consumer fraud law, depends upon the
sensitivity of the courts.

Repair and deduct
Q. What is repair and deduct?

A. Repair and deduct is a law that permits the tenant to hire
someone to make essential repairs and then to deduct the
cost from the rent. In many places, state or local law covers
only repairs that are required to keep the premises habitable,
such as repair of a broken furnace or leaky roof.

Q. How does a tenant use repair and deduct?

A. The tenant would serve a written notice on the landlord.
This notice would list specifically what repairs the tenant
needs, provide a period of time for the landlord to comply,
and state that if the landlord fails to do so, the tenant will
hire someone to make the repairs and will deduct that cost
from the rent.

Q. Are there any limitations on the use of repair and de-
duct?

E specifically what repairs the tenant needs,

: provide a period of time for the landlord to
comply, and state that the tenant will pay a
reduced rent unless the landlord makes the repairs within
the time specified.

Q. May the tenant withhold all the rent?

A. A tenant might do that, especially to get the landlord’s
attention. But the landlord could reply with a notice to pay
up or get out. And if the premises remained habitable at
least to some extent, some rent would be owed. It would be
up to the court to decide how much of a reduction is justi-

fied.

Q. Must the tenant put the withheld rent money in an
escrow account?

A. There is no legal requirement to do that. But it might
be a good idea, so that the money would be readily available
if needed. Some local landlord-tenant ordinances might
require that the rent money be placed in escrow in the
event of litigation. When a case goes to court, the judge is
likely to ask if the disputed money is available.

Q. What is a rent strike?

A. Some localities allow tenants to withhold all of the rent
money in a dispute about repairs. Provided they have the
money to pay the landlord back for any (cont. page 5)
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rent which the court finds to be owed, they will not be
evicted. A rent strike is usually a collective action by a num-
ber of the tenants in the same building. They may withhold
all of the rent or perhaps only a portion. It is a good idea to
place the rent money in escrow in a rent strike so that all
tenants know that their neighbors are participating; this
also protects the money and limits each individual tenant’s
liability.

Q. How do the courts calculate rent reductions?

A. There are several standards, but they are not consistent
across the country. Some courts have permitted reductions
based on the fair market rental value of the premises. This
means that the rent is reduced from the contract amount to
the value the court considers fair with the defects. Other
courts have adopted a proportional use
standard. This means the reduction is
determined by how much the defects re-

reduced by 40 percent, for example, the
rent may be reduced by 40 percent.

Q. If the tenant paid full rent but the premises were de-
fective, can the tenant seek a rent reduction for past
months?

A. Maybe, but the tenant would have to sue the landlord to
collect. This concept is called retroactive rent abatement.

Both the implied warranty of habitability and local ordi-
nances provide that the tenant has the right to recover dam-
ages from the landlord for failure to maintain the premises.

For example, suppose that the lease called for rent of
$500 a month and the tenant paid that amount for six
months, $3,000 in all. And suppose that the court later
determines that the value of the premises was only $300 a

month, $1,800 in all. The court could order the landlord
to refund the $1,200 overpayment to the tenant.

Lease Termination for Code Violations

Q. Can the tenant terminate the lease if the landlord fails
to maintain the premises?

A. Yes. Three different legal theories justify such an action.
They are called illegal lease, constructive eviction, and mate-
rial noncompliance.

Q. What is an illegal lease?
A. If the landlord had been cited by the municipality for

serious violations of the housing code, the tenant can argue
that the lease is illegal because the code makes it against the

law for the landlord to rent the premises in defective condi-
tion. This theory holds that the landlord should not benefit
economically from the illegal act.

Q. What is a constructive eviction?

A. Constructive eviction means the property is in such poor
condition that the tenant really cannot live there. For exam-
ple, there is no water, no electricity, no heat, or there is a
seriously leaking roof in danger of collapse.

The tenant has to serve notice on the landlord of the
conditions but there is usually not a minimum time period
before the tenant can vacate. The tenant must actually move
out in order to argue constructive eviction. If constructive
eviction applies, the tenant will not be responsible for paying

'ooooooo.o..oooooooooo.o..stherent~

:If the use is reduced bV:Q. What is material noncompliance?

§ 40%, the rent may be + A. Material (that is, substantial) noncom-
duce the use of the premises. If the use is § et bY 40%.

« pliance means the premises don’t meet the
L]
* minimum standards of the local or state

Vecocccccccscssssscccccccce hoysing code. The concept is similar to the

standard of the implied warranty of habitability invented by
the Uniform Residential Landlord and Tenant Ordinance.
(more on page 9)

Other Lease Termination by Landlords

Q. Does the landlord need a reason to terminate the lease
at the expiration of the term?

A. The landlord does not need a reason to terminate the
lease unless the lease requires a written notice or provides for
automatic renewal. However, the nonrenewal of the lease
my be governed by a security of tenure law or a retaliatory
conduct law, which are discussed below in this section.

Q. How does the landlord terminate the lease at the expi-
ration of the term?

A. It depends upon the type of lease.

If there is an oral lease with month-to-month tenancy, the
landlord ends it by serving a written notice of the same
length. For example, the notice must give the tenant thirty
days to vacate if rent is paid monthly, and seven days if it is
paid weekly, although some states have different rules. Most
cities or states require that this notice be delivered personally
to the tenant, although some permit delivery by mail.

If there is a written lease with a specific duration or term,
the lease automatically ends on the last day of the term.
However, some municipal ordinances require a 30-day writ-
ten notice to the tenant before the end of the term. Without

Eastern Michigan Real Estate Investment Association
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such a notice the tenant does not know whether the landlord
wants to renew the lease or not. It is always a good idea for
the landlord and tenant to discuss the matter well before the
term ends.

Sidebar: FORCING A TENANT OUT

A landlord can terminate the lease and force the tenant out
for good cause. The most common causes are nonpayment
of rent, damage to the premises, and violation of the rules
and regulations of the lease. The most common violations
are disturbing the neighboring tenants with noise, possession
of pets, and occupancy by persons who are not named on the
lease. Often the landlord must give the tenant a short period
in which to correct the problem before evection action be-
gins.

Q. Can the landlord terminate the lease because the tenant
is paying reduced rent?

A. If the tenant is paying reduced rent
because of the landlord’s breach of the
implied warranty of habitability or viola-
tion of the housing code, the landlord may ¢

s a court can do that.

Q. How does the landlord terminate the lease for cause?

A. For nonpayment of rent the landlord can serve a written
notice threatening to terminate the lease unless the tenant
pays the past due rent within a certain number of days
(depending upon the area, from three to ten days). If the
rent is paid, the tenant may remain.

For violation of the rules and regulations of the lease or
damage to the premises, the landlord can serve a written
notice terminating the tenancy after a certain number of days
(from ten to thirty days, depending upon the area). Some
localities, but not all, provide that the tenant may remain if
the violation ends, for example, getting rid of a forbidden pet
or repairing the damage to the premises.

Q. What does all this emphasis on written notices mean to

the landlord?

o A. In every jurisdiction the law imposes spe-

The landlord cannot: s cific statutory obligations on the landlord as
. eVICt the tenant; only : to the method of termination of leases. If the

< landlord fails to give the written notice where
« required or if the notice is not properly writ-
L]

not have the right to terminate the lease. Aeocoocccssssssecsccscssssssten or not properly served on the tenant, the

retaliatory conduct law may prohibit such a termination.

Q. What kinds of actions by the tenant are protected from
landlord retaliation?

A. The landlord may not retaliate if the tenant exercises any
right or remedy under the law. These rights include com-
plaining to the government agency responsible for code en-
forcement, complaining to the landlord about code viola-
tions and the failure to make repairs, and organizing or join-
ing a tenants union.

Q. What kinds of conduct by the landlord does the law

consider retaliatory?

A. Landlord-tenant laws define four actions as retaliatory:
eviction action or the threat of it, nonrenewal of the lease,
increasing the rent, and decreasing the services.

Q. How does the tenant prove that the landlord’s conduct
was retaliatory?

A. The tenant does not have to prove it. The law assumes
that the conduct was retaliatory if it followed the tenant’s
protected actions within a specified period of time, some-
times as long as six months. The landlord has the burden to
prove some other valid motive in terminating the lease. The
tenant can further assure legal protection by keeping a log of
events and communications pertaining to the landlord’s con-
duct.

landlord will not have the right to terminate the tenancy.
When the landlord goes to court, it is already too late to
correct any deficiencies in the written notice.

Besides hiring an attorney to advise on the entire proce-
dure, the landlord can get standardized termination forms
from stationery stores, the local apartment association, or the
Board of Realtors. Landlords should use these forms and fill
in every blank space accurately to be sure that they follow the
law.

Q. What can the landlord do if the tenant doesn’t move
after the lease is terminated?

A. The landlord has to take the tenant to eviction court.
The landlord cannot evict the tenant; only a court can do
that.

Sidebar: CHANGING THE LOCKS

Most people have heard stories of landlords changing the
locks or shutting off the water or electricity to force a tenant
out. That sort of thing is illegal.

In fact, some jurisdictions consider such action a crimi-
nal offense. Unless the tenant is allowed back in, the land-
lord could be arrested. The law might also provide a process
by which the tenant could sue the landlord for monetary
damages and attorney’s fees for an unlawful interruption of

the occupancy. (cont. page 7)
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Q. How long does the eviction process take?

A. After the notice period expires, the landlord may file a
lawsuit alleging forcible entry and unlawful detainer. The
court will assign the case for trial as a “summary” or quick
proceeding. Assuming proper service of the summons and
complaint on the tenant, the court will render judgment
after a default proceeding or trial. The trial may be sched-
uled as soon as two weeks after the suit is filed. In some
states, the judge can order eviction immediately at the end of
the trial.

But customarily the court gives the tenant time to move
out, usually one to four weeks. If the tenant remains after
that period, the landlord has to hire the sheriff or marshal to
carry out a forcible eviction. That will take several weeks
more. Further delays are possible if the tenant files a motion
for more time or objects to the court
determination.

Thus, the eviction process from
the end of the notice period can take
from five weeks to three months.

L]

And that assumes there are no de- <
lays.

Q. What can delay the judgment?

A. Many things. First, the landlord must hire the sheriff, a
licensed process server or an attorney to serve the summons
and the complaint on the tenant. If that agent is unable to
serve the papers properly, the trial cannot go forward on the
scheduled date and the landlord has to try again. In some
jurisdictions the landlord’s agent may “nail and mail” the
summons and complaint (that is, post the papers on the ten-
ant’s front door and then mail copies to the tenant). In
some other areas the landlord has to employ an agent to
serve the papers the first time but may “nail and mail” the
second time.

The trial may be delayed by procedural matters, such as
problems with the landlord’s termination notice or problems
with the method of service of that notice or of the court sum-
mons and complaint. Or the tenant may request certain
procedural rights, such as pretrial investigation of the facts
or a jury trial.

Action may also be delayed if the tenant has substantive
defenses against the eviction, such as the landlord’s violation
of the implied warranty of habitability, discrimination, or
retaliation.

Q. What happens if the tenant does not show up in court?

A. If the tenant does not respond properly to the lawsuit or

sauthority carry out the:
: physical eviction.

show up in court, the judge will issue a default judgment in
favor of the landlord. This is what happens in most eviction
suits. It is obviously not in the tenant’s interest to fail to
appear.

Q. What kind of judgment may the court enter in an evic-
tion case?

A. If the court rules in favor of the landlord, it may require
the tenant simply to vacate the premises or to vacate and pay
back rent, damages, court costs, and, in a few places, the
landlord’s attorney’s fees.

Q. Can the landlord take the tenant’s possessions or physi-
cally throw the tenant out after the court allows evection?

A. No. The landlord must have the sheriff or other proper
authority carry out the physical eviction. Only the court can
evict a tenant, and the purpose of the court proceedings is to

.The landlord must have:
the sherlff or Other proper pald rent, the landlord must use the normal

e prevent the landlord from “self-help” evic-
¢ tions. If the court issues a judgment for un-

o debt-collection procedures, which may include
part1al wage garnishment and attachment of
: bank accounts.

nooooooooo..o..oooooooooo.oo.:Q. Isanyofthetenant'spropertyprotected

from seizure?

A. Yes. All jurisdictions exempt some property from sei-
zure by creditors, but they vary greatly in specifying
which property is exempt. States may exempt used cars
of low value, household furnishings, clothing, tools or
equipment used in the tenant’s business, and most of
the tenant’s wages.

Q. Does the tenant owe rent after the termination of the
lease and being evicted?

A. The landlord and the court may terminate the right of
the tenant to occupy the premises. However, in many areas
the tenant can still be held liable for the payment of rent if
the lease provides for it. But it is unusual for the landlord to
sue the tenant a second time if the reason for the first lawsuit
was nonpayment of rent.

Other Leases Termination by Tenants

Q. If the tenant moves out before the expiration of the
lease, is the lease terminated?

A. No. The lease does not terminate just because the tenant
moves out. The lease is a contract in which the tenant prom-
ises to pay the landlord for the right to possess the premises
whether the tenant actually lives there or not.

(cont. page 8)
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Q. How can the tenant terminate the legal obligation of the
lease?

A. There are three ways for the tenant to get out of the rental
obligation: termination for legal misconduct by the landlord,

replacement in the premises by a new tenant, or agreement be-
tween the landlord and tenant.

Failure to maintain the premises may constitute legal miscon-
duct. Local laws may provide for termination of the lease if the
landlord violates other provisions of the law, such as by abusing
access to the premises or failing to disclose code violations cited
by the municipality.

If another tenant replaces the existing tenant, the first tenant
can avoid the rental obligation. The landlord cannot legally col-
lect from the original tenant if the replacement tenant pays the
full rent.

Obviously, the landlord and tenant can end the tenancy by
mutual agreement. This simple ap-
proach is often overlooked.

Q. How is one tenant replaced by

another? &

A. Under common law, if there is no written lease, the tenant
has the unrestricted right to transfer the leasehold to anyone
else. A written lease will undoubtedly contain a provision giving
the landlord the right of approval over prospective replacement
tenants. Whether the landlord is acting reasonably in approving
or disapproving of the replacement tenant can be an issue.

Q. Does the landlord have the duty to mitigate the rental obli-
gation of the tenant who moves out?

A. In many places, the landlord is obligated to make a good-faith
effort to find a new tenant promptly so that the old tenant can
discontinue paying rent. The first tenant can also help find a
new tenant.

Q. What is the difference between subleasing and reletting?

A. In reletting, the landlord signs a completely new lease with
the replacement tenant and releases the original tenant from the
obligation to pay rent.

In subleasing, the first tenant rents to another one. Al-
though the subtenant now has the obligation to pay rent, the
original one still remains responsible for the remainder of the
lease term. Therefore, if the subtenant fails to pay, the landlord
may sue the original tenant for the rent even though that tenant
is no longer using the premises.

The original tenant may also be liable for damages if the sub-
tenant breaches the lease or destroys the property.

Q. Can the tenant stay after the expiration of the lease?

Page 8

- may constitute legal misconduct.

A. A tenant who stays after the expiration of the lease is
called a tenant at sufferance. The landlord can sue for evic-
tion or can choose to continue accepting rent, thus renewing
the lease. The renewal will be on a month-to-month basis or
for another year, depending on the terms of the lease and
the provisions of the law. Moreover, a provision of the lease
or a statute may give the landlord the right to charge double
the current rent during the withholding period.

Since the landlord has the choice of eviction or renewal,
the tenant who needs to stay past the expiration of the lease
should try to negotiate an agreement with the landlord and
should get it in writing.

SECURITY DEPOSITS

Q. What is a security deposit?

ces00c000000000000000000000000000000s A Itismoneytoprotectthelandlord

* Failure to maintain the premises ¢ in case the tenant damages the property

« or fails to pay rent. Usually the tenant
+ pays the security deposit before moving

Seec0c0c0cc0c0s0c0cesccsecsesecscsssesed il Thelandlordmayaskforany

amount, but some local laws restrict the deposit to the
equivalent of one or two months’ rent.

Q. What does the lease say about security deposits?

A. A preprinted standard lease form will probably contain a
paragraph explaining that the tenant has made the deposit to
assure compliance with all the terms of the lease. The lease
will also set forth the conditions under which the landlord
will return the deposit to the tenant. Most leases allow the
landlord to keep all or part of the deposit if the tenant owes
rent upon moving out or has caused property damage be-
yond normal wear and tear. Some of it may also be kept to
pay for cleaning the premise for the next tenant.

Q. Are deposits for cleaning, pets, parking, or garage door
openers considered security deposits and, thus, refundable?

A. Yes. If the tenant performs the duties set forth in the
lease, the landlord does not have a legal reason to keep the
money whether the lease calls it a security deposit or not.

Q. Must landlords hold security deposits in a separate
bank account apart from other assets?

A. Not unless the law imposes such a requirement. But if
there is such a requirement, a landlord who fails to keep the
security deposit separate from other money may owe dam-
ages to the tenant.

Sidebar: INTEREST ON DEPOSITS
(cont. page 9)
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A. Most states have statutes requiring the landlord to pay Q. Are there tenants’ rights not covered in URLTA?

interest on the security deposit. In those states, the land- A. Yes. URLTA does not provide for security of tenure; con-
. . b

lord cannot avoid paying interest simply because a lease says .
paying Py ¥ trol over rent increases; payment of reduced rent for reduced

the deposit does not earn interest. services; freedom of speech in relationship with a landlord;

Some landlords try to get around this by calling the se- appointment of a receiver to manage the building if the land-
curity deposit “prepaid rent.” But some laws say prepaid lord fails to do so; payment of interest on the security deposit;
rent earns interest as well. separate handling of the deposit and the rent money; or con-

After the passage of the local landlord-tenant ordinance dominium conversion protection for tenants.

in Chicago requiring the payment of interest on security Q. What is security of tenure?
deposits, a number of landlords converted the deposits to
prepaid rent for the last month of the lease. So the City
Council amended the ordinance to require the payment of

A. Security of tenure provides that the tenant has the legal
right to continue the tenancy indefinitely unless the tenant

) ' violates certain rules or regulations or the landlord has a com-
interest on prepaid rent. pelling reason to reclaim possession of the premises. This

Q. Under what conditions does the landlord owe a re- provision is a major departure from the traditional concept
fund of the security deposit? that the landlord had the arbitrary right to terminate the lease
at the end of any term. The right of the landlord to raise rent

A. The landlord will owe the tenant at least a partial refund

if the rent was paid in full and the cost of repairs beyond is the major area of conflict in the enforcement of security of

tenure. All municipalities with rent control have security of
normal wear and tear.

Q. What should the tenant do if the landlord does not
refund the deposit or refunds what the tenant believes is
too little?

tenure laws. New Jersey has the only statewide security of
tenure law.

Sidebar: Vote for...

A. The tenant should first try to negotiate with the land- A landlord may be able to force you to remove a political sign

lord, perhaps with the help of a mediator. If that fails, the
tenant should take the landlord to small claims court. The First Amendment to the Constitution provides that

from your window.

Many states have a special small claims court where persons  the government may not abridge any citizen’s right to freedom
can sue to collect money owed to them without the need to  of speech, and that means political expression of any kind.

hire an attorney. These courts are sometimes called pro se But the amendment does not cover private relations, such as
courts (Latin for “for oneself”’) because the tenant, who will ~ between a landlord and tenant. It is common for the lease to
be the plaintiff in the lawsuit, is often required to appear contain a clause that forbids the tenant to exhibit any sign,
without a lawyer. (In most places, the landlord may still political or otherwise, in the window or elsewhere in the

hire an attorney.) This type of court is not as intimidating apartment without the approval of the landlord.

as regular court because the judge does not expect legal so-
phistication from the tenant.

UNIFORM RESIDENTIAL LANDLORD AND

Q.What is condominium conversion protection for tenants?

A. During the late 1970’s thousands of rental buildings were
converted to condominium ownership by real estate develop-

TENANT ACT ers. The tenants had to buy the apartments if they wanted to
In response to the civil rights movement of the 1960’s, the stay in the buildings. This was financially impossible for many
federal government funded a legal services project to drafta ~ tenants, and they had to move out.

model residential landlord-tenant code. From this model Protests by tenants led to the passage of laws in many com-
code the National Conference of Commissioners on Uni- munities controlling the method of the conversion and in
form State Laws drafted the Uniform Residential Landlord  some cases even the right of developers to convert buildings at
and Tenant Act (URLTA) in 1972. The American Bar As- all. These laws’ most common restriction required the devel-
sociation approved this act in 1974. Subsequently, most oper to bring the building fully up to the standard of the local
states and many municipalities passed laws based upon this  housing code. The restriction most desired by tenants was the
act. requirement that a certain percentage of the existing tenants
Q. Does the URLTA favor tenants over landlords? had to buy had the right to continue to rent in the building

if th i d. I , h , h
A. No. URLTA provides for both landlord and tenant Sven I e conversion occtire Do ated, NOWEVER, s

o ; legislation stopped conversions entirely. (To be cont...)
obligations and remedies.
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Tax Strategies for Landlords and Usetul IRS Publications

Record Keepin:

The better your records, the bigger the deductions you can
write off on your taxes. And if you are audited, the more
likely you are to be able to keep your deductions.

First, pay your bills by check, debit or credit card. That’s
pretty basic, and you probably do that already. However, the
problem arises when you pay for something for a property
repair with cash from your pocket. There’s that $20 bill burn-
ing a hole in your wallet. After all, that $19.95 isn’t worth
writing a check or using a debit or credit card for, you say to
yourself. One time won’t hurt much, but once you say “just
this time,” you set yourself a precedent.

The reason for the check, debit or credit card is that you have
both the receipt and the payment statement. First, always
write on the check what it is for. Likewise, always write the
check number on the receipt. If possible, use one credit card
only for rental purchases. Create a system for keeping track of
your receipts. It doesn’t have to be complicated: an envelope
for every month will work fine.

If you can’t resist, and pay by cash anyway, always, always,
always write the following on the receipt: the purpose, the
date, the amount, the receiver.

Just as important is to create a receipt and deposit system for
your rents. The IRS will retrace all your deposits if they do an
audit of your return. That means they will want to know
where all the money came from and will want to know what
happened to all of the rents you received or they think you
should have received.

In fact, if an auditor sees that you have all your records in
apple-pie order and easily accounted for, he or she might just
do a cursory check and then try to find someone to really pick
on. It's more fun for an auditor if he or she can make some-
one’s life truly miserable. Good records by a taxpayer make
that more difficult and thus less fun for the IRS.

Car Expenses

The IRS is allowed us $.50 a mile for business driving. That’s
if you decide to use the mileage method for accounting for

Page 10

your vehicle.

“By contrast, if you deduct actual business-connected costs for

your leased auto, you also must keep records of all of your actual

expenses (e.g., gas, maintenance and repairs, lease expenses) and

allocate expenses between (deductible) business costs and
(nondeductible) personal driving costs based on mileage,” ex-
plains Portland, Oregon CPA Tom Napier. “You should be
aware, however, that the mileage allowance method may yield a
smaller deduction than you would get by writing off the busi-
ness-connected potion of your actual auto costs.”

Useful IRS Publications

523:Selling Your House

527:Residential Rental Property

530:Tax Information for Homeowners
534:Depreciating Property Placed in Service Before 1987
541:Partnerships

550:Investment Income & Expenses

551:Basis of Assets

583:Starting a Business and Keeping Records

936:Home Mortgage Interest Deduction

938:Real Estate Mortgage Investment Conduits

These publications are available online at www.irs.gov or by call-

ing 1-800-829-3676
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If anyone has a topic they would like
to see in the newsletter or an article
that you think other members would
be interested in, please contact Jodi at

810-385-2332 or by email at
jagalbraith@innovativehousing.org.

Alz
7N

Alg
7N
Alz
7N

N2
7N

Alg
7N
Al
7N
Alg
7N
Alz
7\
Az
ZIN
Al
7\
Alz
7N
Alg
7N\
Al
7N

a2

Eastern Michigan Real Estate Investment Association



HURON

TITLE COMPANY

330 Michigan Street
Port Huron, Ml 48060
810/987-2141
1/800-878-4853
Fax810/987-1317

PLUMBING & HEATING
AIR CONDITIONING
188 14th Street
Marysville, Michigan
48040

(810) 364-5211
Fax (810) 364-3020

Lou Gordon

MatrHEW M. Warrace, P.C.

ESTATE PLANNING, BUSINESS PLANNING & REAL ESTATE

MartaHEW M, WaLrrace, C.P.A., J.D.

ATTORNEY & COUNSELLOR AT Law
70! HURON AVENUE, SUITE 102
PORT HURCN, MICHIGAN 48060

www.wallacepclaw.com (810) 285-4320
matt@wallacepclaw.com FAX {B]0] 885-4108

DAVID E. OPPLIGER
ATTORNEY AND COUNSELOR

1111 PINE GROVE AVENUE
PORT HURCN MI 48060
(B10) 966-1881 « FAX: (810) 966-1893
OPPLIGER@SBCGLOBALNET

Beaads SB
&Whipple rc "W

CHARMUO PUBLIC ACCTMNIAHTY

Providing Valued Services Since 1945

* Tax Preparation & Consuiting « Business Consubting
* Estate Planning » Audits & Financial Statement Preparation
» Business Valuation « Genernd Ledger/Poyroll Services
« Personal Financial Planning

Larry 1. Allen, CPA Paul L. Bailey, CPA
- Michael T. Tumnbull, CPA Stephen R. Zimmer, CP'A

1979 Folland Ave., Port Huron, ME48G60

\_ -(810) 984-3829 - SBWCPA.COM J

Advertising Price Rates

1/8 page: $125/yr $14/mo
1/4 page: $165/yr $18/mo
1/3 page: $185/yr $20/mo

1/2 page: $200/yr $22/mo
Full page: $400/yr $44/mo

*based on 9 issues per year




Eastern Michigan Real Estate
Investment Association

3051 Commerce Dr, Ste 5
Fort Gratiot, MI 48059

Phone: (810)385-2332
Fax: (810)385-8875

Email: jealbraith@innovativehousing.org

«First» «Last»

We are on the web! «Company»
«Address»

i .emrha.org «City» «State» «Zip»

E.M.R.LLE.A. ADVISOR
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Phone: (810)385-2332
Fax: (810)385-8875 Secretary Ken Montgomery 810-385-3150
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