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Purchasing and/or managing a rental property can be significant investments in time and 

money. Such endeavors can be profitable, but there are also risks involved. Here are some 

things you should know about owning or managing vacation or residential rental properties. 

 

Selecting the Property 

There are many things to consider before purchasing a property you hope to rent to others, or 

deciding to rent out a home you already own. The location of the property may be the 

determining factor in whether or not you can easily rent it. If the property of interest is near a 

university or major employer, then you are more likely to be successful. Investigate the current 

growth rate, as well as the percentage of households currently renting in that area. Consulting 

an experienced realtor can help you decide if the property is likely to be lucrative as a rental, as 

well as offer guidance on going rates for similar rentals. 

 

Create a Budget 

Renting out property is a business endeavor, and like every stable business, it needs to have a 

budget. It will require some research and effort to gather the information you’ll need. The cost of 

the property and the loan are just the beginning. You’ll also need to determine how much you 

will charge the tenant, how much to allocate for upkeep and repairs, the cost of a property 

manager if you plan to use one, damage deposits, taxes, landscaping, insurance, pest control, 
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marketing costs, and HOA fees, if applicable. You need to at least estimate these costs, and 

estimate the likely ROI (return on investment) that you can expect.   

 

Purchasing the Property 

Purchasing property for the purpose of renting it to others is different from buying a home you 

intend to live in. Interest rates, types of available loans, and the amount of down payment 

required are often different. The laws and regulations vary from state to state, so be sure to 

research the information for your area. Some lenders require higher credit scores for the buyer, 

or may even require six months of mortgage payments to be held in a reserve account.   

 

Consider Forming an LLC 

An LLC, or Limited Liability Corporation, can separate you and your other assets from the rental 

property, and in the event of a lawsuit against the rental property, reduce the amount of loss you 

incur. In this way, the liabilities and debts of your business property will not drain your other 

resources. The laws and regulations on LLC formation vary from state to state, so check the 

ones where your rental property is located. It might seem like a lot of red tape on the front end, 

but later you'll be glad you took this step.   

 

Market the property 

Once you’ve purchased the property and gotten it ready, you’ll need to market it. Look at other 

ads for rentals in your area to see what is attracting renters. Your ad should include the general 

location, square footage, number of bedrooms and bathrooms, the price, deposits required, 

rules about pets, and mention of any special features, such as a hot tub, wheelchair ramp, or 

proximity to a particular school district.   

 

Screen Potential Tenants 

The reliability of your tenants will be a huge factor in determining whether you turn a profit on 

your rental. Take the time to screen them in person, perhaps while showing the property.  Either 

create or find a lease application that covers critical information. Have the tenants ever been 

evicted? Why are they moving? What pets do they have? Be clear about rules for the number of 

pets, pet deposits, and pet sizes permitted. Although running background and credit checks on 

potential tenant costs money, it’s well worth the investment. Some landlords require the 

potential tenant to cover these costs, and then if the reports are good and the tenant is 

accepted, the costs can be deducted from their first month’s rent.   

 

Remember that as a landlord you must abide by the Fair Housing Act, as well as any state and 

local laws, in accepting and rejecting possible tenants.   

 

Create a Lease 

You can create your own lease or use a pre-made one. It’s possible to find a basic form online 

and customize it to suit your property. The lease should clarify in writing every agreement you 

have with the tenant, covering who is responsible for landscaping work, lost keys, noise 

complaints, damage deposits, and every aspect of having a stranger move into your property.  
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The lease should also mention whether or not you advise or require the tenant to purchase 

renter’s insurance. 

 

Make Contingency Plans 

It’s important to plan ahead so you’ll know what actions to take when things don’t go as well as 

you’d hoped.  Have a plan for how to manage when your tenant fails to pay rent on time–the 

tenant should also have a copy of this. Be sure to research applicable laws for your state. 

 

Also, think about how you will manage the costs of vacancies between tenants. Have reliable 

plumbers, electricians, and handyman workers in your contacts. Depending on your property, 

you may also need to have a lawn care or tree service handy, especially if you have large trees 

in your yard. Tips for finding local tree trimming services — or any contractor for that matter — 

include doing plenty of research online. This should include looking through reviews from 

previous customers to see if the contractor you have in mind is right for the job. 

 

                                                                    ***** 

 

Although there are many components to being a successful landlord or property manager, it can 

be done.  Devote plenty of time to research before you buy, upgrade, and rent your property, 

and you’re likely to have success on your hands! 

 

If you’re looking to purchase a new home, look no further than Kelly Property Expert, Inc. to help 

you find the right one. Get in touch with Mary Kelly today by calling 912-480-9001. 
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