CHAPTER 9
MAINTENANCE, REPAIRS AND SECURITY
LAST CHAPTER REVIEW


The non-residential property is most likely to be an office building, commercial shopping center, or industrial property.  The design, layout, lease requirements, site analysis, parking, and tenant qualification of specialized non-residential properties were reviewed to guide the property manager in these areas.

 CHAPTER OVERVIEW


The most time consuming phase of property management is maintenance and repairs.  Preventing and correcting the variety of maintenance problems requires expertise by the property manager in many different areas. Using the right personnel for the job can save the property manager time and money.  The property manager must obtain written specifications for how the owner wants the maintenance handled. This chapter discusses basic building elements, energy considerations, fire, and the various appliances that are common when managing income property.

Student Learning Outcomes: 

As a result of studying this chapter, the student will be able to:

· Differentiate and describe various types of maintenance requirements
· Distinguish the characteristics that differentiate maintenance personnel from other property management personnel 

· Outline the major maintenance categories and describe a method for records management for each category
· Identify and distinguish the key components to legal habitability 

· Contrast the issues for habitability for the property manager versus those for the tenant
9.1 GENERAL CONSIDERATIONS

Maintenance is one of the primary responsibilities of the property manager, in addition to collecting rents, filling vacancies and meeting the property owner’s goals.  If buildings are maintained by means of a regular schedule, this phase of the business is an orderly procedure.  The goal needs to be "management by design" not "management by crisis."  Even emergency repairs can be routinely handled if guidelines are set up beforehand to minimize inconvenience and keep costs within reason and personnel are trained with a standard procedure.  


When the property was purchased, the owner should have received detailed information on the age and condition of the property, including utility and service systems, appliances, and fixtures, such as was discussed under purchasing income-producing property as found in Chapter 3.4.  Subsequently, information regarding the on-going replacement and repair should be available in the detailed depreciation schedule, discussed in Chapter 3 Section 3.2 under Goals For Property Ownership as the Type of Goals. Without such information at the close of escrow, the property manager should make a thorough inspection of the premises to determine these items. A solid maintenance program begins with the owner’s understanding, commitment, support and involvement in a structured plan.

The maintenance work may be contracted out to independent contractors who are responsible for their own insurance, tools and liability. The work may be completely handled with on-staff employees who perform virtually all maintenance items for the premises. More likely, however, is the use of some of both. The consideration for each method should be discussed with the property owner. Some low-skill work, like housekeeping, may be contracted with a cleaning service. Some high-skill work, such as managing the building security using extensive closed-circuit television (CCTV) programs, may be contracted with an independent contractor. Consider if the work requires a special license, such as an offsite leasing agent or a pest control firm that manages toxic chemicals. Determine which work would require the contractor to take legal responsibility, such as fire safety and alarm management. 

When the property manager takes on the responsibility of managing a building, a walk-through of each unit and all common areas will verify and update information on the current status of the various property systems and the existing condition of the various components. 
Example:  


A window air conditioner may not be shown on any prior records. Yet the property manager can see that there is one installed when performing a walk-through inspection of the unit.  The walk-thru and inquiry reveals that it was installed by the tenant and is not serviced by the management company.  But, because it could affect the power load for the building's electrical system, which affects management maintenance, attention to this matter must occur.

One definition for maintenance is the planned care and service of asset components to prevent failure by making repairs, replacement, and services necessary to preserve assets, while maintaining the budget, meeting the owner's goal, and satisfying tenant and building needs. In order to accomplish this, the property manager must determine the remaining life of the item. There are, however, two different ages for most items: the asset life and the economic life.
ASSET LIFE versus ECONOMIC LIFE. There is a real difference between the actual life or age of a building and its economic life or age.  The old adage "More buildings are torn down than fall down" is very true. Some buildings, though relatively new, are in such bad shape that they have a very limited economic (useful) life left. The original construction may have been with poor quality materials, coupled with poor quality labor. Other buildings, because of high-quality labor and effective maintenance, can enjoy a long economic life, even though they are actually very old buildings in physical age.

Economic life is the period of time that an asset can be used in the production of income and services. The economic life of the building has a great deal to do with how much it will cost to maintain and repair it. By determining the present condition of the building, the property manager can give the owner a fairly accurate prediction of maintenance costs for the budget. The property manager who sees a 20 year old apartment stove, purchased used ten years ago for $50, should know that repairing it may exceed the cost of a new, more energy-efficient model.  

Physical life is the period of time an asset actually, physically stands, which can be shortened or prolonged through maintenance. Many times the property manager has the responsibility of educating the absentee owner on the building's present condition and need for the repairs. At the same time, the property manager must temper the tenants' demands and soothe their grumblings about disrepair.


While the property manager has to keep the existing owner and tenant happy, he or she also has a moral obligation to maintain the asset for future owners and tenants.  Temporary, quick-fix treatments may increase short-term profits at the expense of long-term re-sale price, or additional maintenance expenses.

Example:  

An owner may have a policy of only repainting units when vacant, and lose existing long-term tenants as a result.  Or, an owner may not want to bother with maintaining appliances, window coverings and carpet, so all units come with wood floors, bare windows and no appliances.  The rents will be $100 to $200 per month less, and the resale price $10,000 to $20,000 less per unit, because the owner avoids the $2,000 initial cost to install these items, and the $200 per year to maintain them.  This is in addition to the lost rents because it is harder to attract tenants to stripped units.

At no point should any person enter the premises of a tenant without receiving the tenant’s prior permission, except in case of emergency. Even with an emergency, the tenant should be immediately notified as soon after the event as possible, such as in the case of flood or fire. A written notice of the management’s intent to enter the premises is advised, and a sample form is shown below. 


One consideration is to develop a plan with an assessment of productivity of the building being managed. One measurement is derived from taking the maintenance costs against net operating income (NOI) as a percentage, or maintenance costs to asset value, or equipment replacement costs per square foot. The Institute of Real Estate Management publishes income to expense analysis that can be used as a benchmark number by which to determine variances and to use as guidelines for cost containment. 


The operating standards of the property owner may be derived from reviewing onsite facility conditions and comparing them to a building standard. An evaluation of response time for urgent work requests often determines tenant satisfaction. Measuring the level of deferred maintenance and deferred capital investment may serve as a benchmark by which to determine future improvements and planned programs. One form of measurement is measuring complaint levels and work backlogs. It is wise to have an independent third party perform random audits for large properties and give feedback and suggestions for improvement. 


The reliability of the building equipment may be measured by calculating average equipment downtime, time between equipment failures, maintenance overtime percentage, training reliability and the average number of preventive maintenance actions scheduled to prevent equipment failure before it occurs. 


The control of operations may be measured by calculating the percentage of direct work conducted by the maintenance team, the percentage of supervisory hours required to operating, the maintenance team’s performance against standards, work schedule compliance and the ratio of man hours used for planned and unplanned work. A matrix may enable the manager to determine man hours needed to maintain an efficient operation. 


The manager needs to define a starting point, prepare a master plan, measure completions, obtain feedback, and then reassess the plan. The key components to a plan are good communications with the maintenance personnel and the tenants, monitoring the financial impact, orchestrating action with timelines and eliminating barriers that impede completion of projects.

The type of property, the type of tenant and the goals of the owner all affect maintenance. All or some of the following list of maintenance records may be used by the property manager:
· Work schedule log for the property, using the Building Maintenance Log

· Work orders for each unit, using the Unit Maintenance Log

· A list of guarantee or warrantees, including insurance policy information

· A list of vendors with assigned vendor numbers, showing the company name, address, phone number, fax number, email address, contact person and the customer number that they have assigned to our account.
· A monthly inventory of supplies needed for the premises. 

· The name and contact person information for each unit for vendor purposes.
The landlord must give the occupant prior written notice of any intent to enter the premises of the tenant. The reason for entry into the unit should be stated in the notice, and reasonable business hours are assumed.  Should an emergency require an immediate entry, such as a broken water pipe inside a common wall between two units, one of which received prior notice and the other that did not, notice is to be given as soon after entry as possible. A sample form that may be used for this purpose is shown below.
NOTICE OF INTENT TO ENTER THE PREMISES
Pursuant to California civil code section 1954, the owner/property manager is here in giving notice to resident(s): ______________________________

___________________________________________________________, and all persons in the occupancy of the premises located at the address of:

___________________________________________________________, that it is necessary to enter the said premises by the owner, the owner's agent, the owner’s employee, an independent contractor of the owner, or a perspective purchaser, lender, contractor, tenant, appraiser, or similar, on the__________ day of ______________________, 20_____, during the normal business hours between _____________ A.M./P.M. and ________

A.M./P.M., for the purpose as set forth in the list indicated below and marked with a check (X or √):

To exhibit the dwelling unit to prospective or actual:

_____ 1. tenant(s)/resident(s)

_____ 2. lender, mortgage loan broker or mortgagee

_____ 3. purchaser(s) 

_____ 4. appraiser or home inspector 

_____ 5. insurance agent, insurance inspector, or claims agent

_____ 6. contractor, worker or employee

_____ 7. governmental employee working in the capacity as a housing inspector, city inspector or as code enforcement 
_____ 8. police personnel or fire department personnel



For the reason of:



_____ 1. To make necessary repairs



_____ 2. To make agreed-upon repairs



_____ 3. To make alterations



_____ 4. To make improvements



_____ 5. To change décor

_____ 6. Pursuant to an order issued by a legal entity, such as a court order, fire order, police order or code enforcement.

Dated: _____________
By: ________________________________
9.2 TYPES OF MAINTENANCE. 

Maintenance falls into five main categories: custodial maintenance, corrective maintenance, preventive maintenance, deferred maintenance, and emergency maintenance. 


Custodial maintenance is often performed by the on-site staff or by a hired firm. These duties are in the realm of housekeeping:  keeping office hallways, restrooms, elevators, and common areas clean.  In some areas this may include snow and ice removal, while in others it includes working with locals for graffiti removal. Model units must be kept dust free and ready for showing.  Common area pools, parking areas, recreational centers, laundry areas, and mailbox spots must be kept litter free to maintain a good building image.  Those involved in this on-going building maintenance include companies who do the pool service, vending machines and laundry equipment, pest control, gardening/grounds keepers, and maid service. When a vacant unit is ready to show to prospective tenants, it must be inspected daily for cobwebs in the corners. Every light bulb should be high wattage and bright during showing, and replaced with energy efficient bulbs before the resident moves in.  All of these services should be on routine schedules.  
The off-site manager, on-site manager, and tenants should have a copy of the schedule (or it can be posted in a common area) for trash collection, gardening, and other activities so they can inform work crews of any work needed.

Example: 

On a Thursday morning as I'm getting ready to drive to work, I notice a puddle of water where I have to step into the car.  I see the water's coming from a leak at the base of a sprinkler pipe.  Since I know the gardener is scheduled to come on Friday before noon, I can tell them about the broken sprinkler head and hopefully get if fixed the next day. This saves the gardener from having to make a separate trip to make the repair.


Corrective maintenance includes the ongoing, regular repairs necessary to maintain an asset and is sometimes referred to as turnover maintenance.  These repairs include responding to normal wear and tear, changing burnt-out light bulbs, replacing missing screens, broken windows, faucet washers, etc.  The work may be done by a handyman, the on-site manager, or outside labor.  A primary goal is to stay within the budget allocation.  Most corrective maintenance is caused because of a neglected preventive maintenance program.  It should be performed on a routine, scheduled basis.

The maintenance department can use one form to accomplish several items. For example, the maintenance form shown below on Page 273 does all of the following:

· Identifies the tenant, unit and contact information who seeks the maintenance

· Identifies the worker authorized to perform the estimate with contact information

· Gives directions for reaching the property

· Shows a paper trail of dates from time requested to time completed and date paid

· Is a request for a written estimate of the cost for the work

· Gives a written list of work items requested

· Informs the manager and owner the time frame for holding the cost to repair

· Allows the manager to get the estimate to the property owner for authorization of the cost to make the repair and the maintenance expense

· Has a place for the tenant(s) to sign off that the work is completed before payment is made.
The property owner should have obtained the date that assets had original items installed or the date that they were last replaced. The property manager must obtain the information from any source, including the maintenance or repair company. The life expectancy for replacement items would be a scheduled part of the corrective maintenance program so that items are not left until they become an emergency. The chart below lists general guidelines for life expectancy, but the manager should check the manufacturer’s guide, industry guidelines and personnel recommendations. The past use and maintenance may lengthen or decrease the actual life of an item.
	Item
	Life (year)

	Air conditioner (wall or window unit)
	10 

	Carpets
	8 or vacancy

	Dishwasher
	10

	Drapes or blinds
	5

	Stove/oven
	10

	Water heater 
	10
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Preventive maintenance sometimes referred to as scheduled maintenance and is the process of replacing or repairing items identified during routine building inspections before they become emergencies or corrective maintenance.  It includes tests, measurements, adjustments, parts replacement and partial or complete equipment overhauls. This would include checking cracked pavement, corroded pipes, worn out floor and window coverings, tree trimming, deck and roof coverings, toilet ball cocks, etc.  The goals of preventive maintenance include: detecting problems before they become emergencies; planning the expenses to avoid budget overrides; and forestalling major replacement by on-going minor repairs and upkeep.  The higher the value of property assets and equipment per square foot of the property, the greater the return will be on a preventive maintenance program.
A system of review should be maintained for each building. A typical program might include establishing inspections. Next the manager would assign responsibility to someone to perform the action item. The program for preventive maintenance would include providing training for personnel in preventive maintenance techniques specific to the equipment at that property, from changing furnace filters to replacing dripping faucets. The manager should create detailed procedures for performing the tasks. As the final step, it helps to publicize reduced costs that stem from preventive maintenance actions, if possible. This may be an email to each tenant, a letter posted in the laundry room or a complex newsletter.

A sample of one kind of preventive maintenance form is shown below. The top part of the form is an ongoing list of items that maintenance personnel may easily complete for the work performed on the property. The first column is the date the work was performed, using only the month and year. The second column is the physical location where the work was performed.  Is the action that was taken.  The fourth column is the cost of that action.  The fifth column indicates that the item is for preventive maintenance, where the use of a check mark shows this information. The sixth column denotes that the item is for corrective maintenance, as was discussed above. This is one way to distinguish between the two types of maintenance. The last column, on the far right, shows the vendor number. A separate list is maintained with approved vendors that contain the name, address, email, phone number and our customer number with that vendor. This is especially helpful if the manager needs to call back a vendor for the same job if some portion of the work was not completed satisfactorily.
The second part of the same form located at the bottom, as shown below, is often generated by the off-site management office or property owner and is given to the maintenance personnel to complete and return. Note that it indicates which month the item was completed so that the office or owner may keep a log of the work items. This is helpful for projecting budgeting costs for maintenance. Bulk purchases may reduce costs.
For example, if the filters are not changed before the furnace or air conditioner is turned on for the season, the dust that accumulates during the off season is blown across the ceiling, causing streak marks. This adds to the cost to maintenance due to the need to remove the dirt marks and repaint. Likewise, if gutters and downspouts are not cleaned out at the beginning of the season, and are already full of leaves and debris, a back up of water might go up under the roof. This would cause an expense to fix the roof and the interior ceiling that could have a water stain. 
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FILE#__88-271

ADDRESS. 123 Elm

UNIT# VENDOR
DATE LOCATION ACTION COST o
1/88 | Walk way Trim trees $200 | » #72,
3/88 | All units Smoke detector battery | $100 | #13
4/88 | Pool-basement Oil pumps $30 | » #15
5/88 | All units & exterior Bug spray $300 #47|
5/88 | All units Replace screens $800 #39
7/88 | Laundry room Replace hoses $30 | » #41
9/88 | Storage area Drain water heaters $25 | » #9
° PREVENTATIVE
» CORRECTIVE
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A/C FILTERS v v
HTG. FILTERS v
WASHERS v
POOL EQUIPMENT v
LAUNDRY v
WINDOWS v
DRAPERY v
PAINTING I
DOORSTOPS v
DOWN SPOUTS I
SMOKE DETECTOR v
FIRE EXTINGUISHER v





Deferred Maintenance is when ordinary maintenance is postponed to a later date.  Deferred maintenance has a negative effect on both the value and the usefulness of an asset.  The most common cause of deferred maintenance is inadequate funds to make the necessary repairs.  Maintenance may be put off until the property is refinanced, generating enough funds to make the repairs. Or maintenance may be delayed until rents are increased to support the increased expenses. Too often, however, work is postponed until the property is sold, and the work must be completed as a part of the closing of escrow.  Either the buyer or the lender may demand repairs before the transaction closes. Typical items needing repair are roofs or decks, and repairing termite/dryrot damage. Sometimes work is required to renew an insurance policy. Common repairs include removing graffiti, repaving cracked surfaces to avert trip-and-fall liability, and securing stair and handrails.  


The property manager should alert the building owner of deferred maintenance when he or she begins managing, and schedule maintenance as soon as possible. 

Energy Maintenance. It is ecologically prudent for each building to undergo an energy analysis to determine the extent of financial benefit that may be obtained from addressing environment issues. Utility company experts often may be called out to a property to meet with the manager to review potential cost savings from an energy study.


Retrofit applies to many areas of the property. Although often associated with earthquake safety, it also applies to existing utility systems where a more energy efficient system or unit replaces the existing one. Appliance replacement may be part of this area. The replacement of incandescent lights with fluorescent bulbs or switching to water-saving shower heads also applies. 


One of the largest cost-savings may often be in water conservation. Replacing sprinkler systems that overspray onto sidewalks, driveways and the street with a drip irrigation system may save a lot of money. Using a pool and spa cover not only reduces water evaporation and maintains cleaner water, but a cost is also offset by the safety feature, especially for children, and maintaining posted hours for usage. 

It is often difficult to train tenants to report leaky faucets, but routine maintenance inspections should alert the manager where repairs should be made to conserve water. One drop of water dripping from a leaky faucet every second adds up to 600 gallons a year of wasted water. Hot water faucets leak more frequently, which adds to the energy waste due to the energy used to heat the water.

Emergency Maintenance is unplanned maintenance.  If regular inspections are considered unnecessary, or minor repairs are postponed, emergency maintenance is often the result. Infrequent or unforeseen repairs that need immediate attention also fit into this category.  Examples include cleaning leaves and other materials out of gutters in the fall to avoid water backups and interior water damage. Also, frozen or broken water pipes are an emergency that may not have been avoided if the area rarely gets cold enough to freeze water.  


Often, emergency repairs (such as a broken water pipe) don't have to be fixed at 7 a.m. on a holiday Sunday--at triple-time repair rates.  Ask the tenant if they will be home all day. They may be unwilling to stay home to wait for a plumber, or be planning on visiting friends or family anyway.  In that case, calmly reassure the tenant that everything's going to be all right and direct them to the main water valve that you showed them when they moved in during the original walk thru.  Instruct them to leave it off all day, turn it on briefly in the morning when they have to get ready for work, and then turn it back off until the plumber arrives first thing Monday morning--at regular pay.  The property manager should have regular checklist procedures to follow for leaking roofs, plumbing, fires, and other disaster, such as the frequent California earthquakes.

Examples include roof leaks during a rain storm, air conditioner failure on a very hot day, ants on the kitchen counters after a rain storm when their underground sand tunnels are full of water, and any utility failure such as a gas leak, no power, fire, flood and windstorm. 

The professional property manager makes routine drive-by inspections, and informs the tenant, in writing, about the areas that need attention.  It is best to have a follow-up system and to give at least as many compliments as requested corrections. 
[image: image3.jpg]Dear Resident of 123 Elm Street

Adrive-by inspectionwasdoneon _____/___ /by
an agent of our firm, and the following conditions were found:

Front/real yard needs:

— Water

— Mowed/edged/weeded

— Debris or trash needs to be cleaned up.

— Driveway needs oil-slick cleaned off or removed

Front door needs to be cleaned or repaired.

—~__ Auto needs to be removed from lawn or blocking neighbor’s garage
Broken/damaged sprinkler needs to be repaired.

— Shrubbery is overgrown. Please trim.

—+__ Animal(s) on premises. Please remove. _Cat sleeping in window. _
_ Mail box needs repair.

Exterior fixtures need repairing.

The following vehicles appeared at the premises:

86 Taurus ICFD491
84 Toyota Pickup TGU883

Comments: __Your cooperation in making these corrections is appreciated. I'll
call on you in one week to finalize this.

The flowers you put in by the front door are very nice looking.





In addition, the property manager should keep a continuous repair report on the building, as shown above on the Building Maintenance Form on Page 274 and another for each unit managed, as shown on the Unit Maintenance Log form shown below. By keeping individual sheets on each unit, the property manager can produce an ongoing maintenance log should the tenant use a defense of lack of habitability in a pending eviction proceeding.  The log is also valuable when the building is to be sold--it will help the purchaser set up new maintenance schedules, in addition to being part of the process of valuing the building.  The main reason for the log, however, is so the property manager can look back and review all maintenance on a per unit basis with the owner to make a budget, repair, or replacement decision. All maintenance should have written work orders.  These serve as written invoices for the IRS and for the owner's records.

UNIT MAINTENANCE LOG

Unit #_______ Building # _______ Owner Code #_____

Address: _________________________________

	Date
	Requested by
	Problem
	Worker/Vendor #

	3/10
	Resident
	Smoke detector battery
	#13-John

	5/10
	Mgr
	Spray for ants 
	#47-Cory

	6/10
	Mgr
	Replace rusted, torn & missing window screens
	#39-Joe

	9/10
	Mgr
	Change furnace air filter
	On Site Mgr

	9/10
	Mgr
	Replace 3 doorstops
	On Site Handyman

	10/10
	Resident
	Leaking water pipe at stool
	#27-Fred


Each management company will probably have their own guidelines on the handling of the maintenance.  For example, when receiving a repair request, a form letter may be dropped in the mail to clarify the property manager's position that if the problem is caused by the tenant, the owner will not be paying the bill. A sample form letter is shown below. Also, the tenant should be notified that he or she must sign off on the work order.  This gives the tenant power and control over the problem, to some extent, which they often appreciate.  

COMPANY LETTERHEAD
Dear Resident,


This is to acknowledge receipt of your request for repair work to be performed on the property you are renting. Please review the following items:

1. The name of the approved firm and their telephone number should have been given to you by now. They may contact you DIRECT.
2. Failure to keep an appointment you set with a vendor will obligate you to pay for any trip charge or service fee that they bill for.

3. Should the workman not call you for an appointment within a reasonable time, you may call them at the number we have provided for you. If they do not come, you are NOT authorized to obtain the service of any other firm. Let us know if you have a problem scheduling.
4. ONLY the work originally authorized is to be done. If the worker indicates that the maintenance problem has been caused by you (example: peach seed in the garbage disposal or a diaper in the toilet), then you are responsible to pay the bill.

5. When a worker has been given authority by the office to fix a toilet, and you have them also fix the kitchen sink, then you are responsible for the extra bill over the amount that was authorized from the office and that he was sent for.

In addition, the worker will ask you to fill in the “Tenant Verification” portion of the work order, or you may be asked to sign off that the work is complete. Please assist the worker. The worker CANNOT receive payment without verification that the job is complete.

We hope this problem may be taken care of in a reasonably speedy time period without too great of an inconvenience to you. Sometimes parts must be ordered and the work may take longer to complete. For this, your patience is appreciated. Further, we hope you do not encounter future maintenance problems during your occupancy.

Cordially

Property Manager

9.3 MAINTENANCE CATEGORIES

The property manager is responsible for the structure and operational elements of the building's exterior and interior, and must maintain the value of the asset in accordance with the owner's objectives.  The property manager must advise the owner of required maintenance and repairs, current maintenance and repairs, or lack of proper maintenance and repairs. A solid construction background is very helpful to the property manger to assure one-time construction work is completed on time.

When thinking about any part of maintenance, the first step is to check to see if the item is still under warranty or if the item has an ongoing service agreement that is still in force. For some items, the property manager must check to see the insurance coverage. 


When thinking of the various different types of maintenance categories, the property manager should analyze the property according to the various California housing codes that are usually enforced by the local building inspector, fire department, housing department or agency and the health department. The following major maintenance categories are areas where property managers need a basic working knowledge.

Plumbing.  The property manager needs to identify the apparent age and condition of toilet, garbage disposals, shower heads, hot water tanks, water softeners, pool pump and filter/heater, sprinkler systems, laundry units and water and sewage lines.  Identification of potential problems can avert emergencies, including scheduling the replacement of washers.  Tenants should be shown the location of the water main and gas shutoff valves, especially in earthquake-prone California, as part of the initial move-in procedure. Either the owner or tenant may pay for water but the plumbing system must assure connection to water and sewage disposal. Ventilation is required for the bathroom, whether by window or operable fan. An exhaust fan is often found above the kitchen. Water deemed hot must be not less than 120 degrees Fahrenheit.  
Heating, Ventilating and Air Conditioning (HVAC). The HVAC system controls the movement and quality of air.  The amount of humidity can drastically affect the office tenant computer lab, or retail restaurant clientele lunch crowd.  The circulation pattern, thermostat control and dryness influences the productivity in the workplace a great deal.  The property manager needs to understand duct work, floor and wall furnaces, boiler rooms, window/wall and central heat units, and central air cooling systems.  Heaters must be ventilated. The central unit repair person will not usually service window units, since these are treated as appliances.  The property manager must also evaluate and service the peripheral items that affect the human comfort zone of HVAC.  These include double pane or tinted windows, canopies or lined drapes, shades and other window coverings.

Electrical.  The exterior elements consist of lead-in lines from the pole or underground cable conduit, and outside breaker box service.  Interior core elements include power plants, pumps, motors, fans, elevator and lighting components.  Interior unit elements include two- and three-prong outlets, light fixtures, kitchen and laundry appliance watt, amp and power needs, computer and business machine usage, and communication centers.  Each room must have two outlets, or one outlet and one light fixture. A bathroom must have at least one light fixture. 

Old or faulty wiring calls for professional servicing to avert danger to human lives and to meet insurance requirements.  Older buildings may still have wires run through glass tubes, fuses with a penny behind them, or extension cords running everywhere.  The property manager should make a complete inspection and notify the owner of any potential problems.  Each breaker in the electric panel should be clearly labeled, showing the unit number and a brief description, such as “#7 kit” or “#3 outlets.” Each tenant should know where their fuse box is and know how to flip the breaker switch. 
Roof. The elements of the roof consist of not only the covering and substructure bracing, but also the gutters, downspouts, and items such as television antennae, satellite dishes, roof air conditioning units, and solar panels.  Monitoring capital-intensive systems like the roof is critical to the preservation of the asset. 

California's climate ensures a low annual rainfall over a large portion of the state.  Consequently, little attention is given to roofs until it is too late.  High temperatures, dry winds, and extremely cool nights all put stress on root materials.  Whatever the roof composition--asphalt rolled roofing or shingles, wood shingles, clay tiles, rocks or aluminum--the lack of exterior care cause interior maintenance to be much more expensive. Water stains on interior ceilings and walls are hard to remove.  The property manager must be able to visually inspect the various roofs, and have tar put around attached items before leaks occur.

Landscaping. Pruning the rose bushes back each winter is a normal part of the gardener’s job, in addition to mowing the lawn, feeding the grounds and weeding wherever necessary. However, some items are beyond the normal gardening functions. This is especially true if the onsite manager performs the gardening. Large trees are very dangerous to underground utilities, plumbing for the property and surrounding people or buildings. During heavy rains or strong winds a limb can tear off a tree and do very harmful damage. The cost for doing this job should be part of the budget as a regularly scheduled, ongoing maintenance task that is performed by an outside contractor who is licensed, insured and bonded. 
General Work.  Many general areas also need the attention of the property manager. Repairs to steps and porches can forestall replacing decks with magnasite surfaces.  Handrails must be inspected and maintained with proper metal angle iron to prevent repairing large pulled away plaster.  Door stops in the bathroom prevent doorknob holes in the wall.  Repairing the water damaged, lime soil line around the bottom of stucco prevents water seepage into the underlying surface, as does patching the mortar in cracked brick work.  


Some maintenance items may meet resistance from the owner. A quick paint job for cosmetic appeal can be a property manager's headache; he or she will have to explain to the new owner the need for sandblasting to prepare the underlying surfaces. The same is true with treatment of exterior wood surfaces, garage doors, eaves and fascia boards, and unit doors.

Turnover.  Making a unit ready to rent may require a considerable amount of work. The order of getting the work crews coordinated is critical in terms of downtime for the unit.  The surface preparation and painting are the first item, followed by professional deep-cleaning of carpets, with general cleaning done last.  The surfaces should not only be clean, substances should be used to make them shine.  Speed and accuracy both count, whether it be scraping paint overspray off glass, or re-hanging the clean, pleated drapes just back from the cleaners.  The property manager knows no unit should be shown until it is completely ready to rent.

Building Exterior. The elements of the exterior building maintenance program consists of curb appeal, grounds, pool/spa, halls/walkways, and mail areas.  Each common area has high traffic and multi-tenant use.  Tenants of commercial property can lose business if customers are turned off by building graffiti, littered parking lots, and dead landscaping.  The building or center name, street numbers, and lettering should be neat, clean and freshly painted.  
Even native, natural flowers are better than dried up seasonal ones.  Shrubs and lawns need periodic feeding, trimming and sprinkler adjustments.  The signs posted by the pool areas cannot be chipped and faded.  Waterscape is popular in many central buildings, with Koi ponds and lush landscaping, which cannot have green, slimy waterways.  Junk mail accumulating in mail areas looks sloppy.  The property manager knows the importance of good building exterior maintenance to the rent levels.  An annual photo with the date on the picture sent to the property owner with a New Year's card is a subtle reminder to the absentee owner of the building's present condition.
The building is required to be weatherproof and waterproof with no holes or cracks and no broken plaster through which vermin could enter the premises. In addition, exists must be free of litter and must lead to a hallway or street escape route. Combustible materials are not to be stored on any part of the premises.
Energy. The property manager is well aware of building utility costs and makes an effort to keep rising expenses in check, since rates increase even when usage goes down.  The elements of the energy program include blankets for hot water tanks, automatic thermostats with timers, solar panels, hot water re-circulating pumps, water conservation shower heads and fluorescent light bulbs.  


One energy related problem the property manager must deal with is the ongoing servicing and repairs needed by previously installed systems.  In the past, tax credits were given for installing certain solar energy improvements.  Rebates and tax incentives were often assigned to the company making the equipment installation. The service agreements and warranties too often expire the week before the property management agreement begins, and the original installing company is out of business.  The property manager must locate qualified persons to service and maintain the system.  


Another important element is the cost and time needed for tenant training.  Showing tenants how to set the timer so the air conditioner comes on an hour before they arrive home after work saves on the life of the unit, rather than leaving it run all day and all night when it is very warm.  Putting water bags inside toilets saves on the water bill without obstructing usage.  

Waste. An active waste management program consists of both a program to keep the common and sanitation areas clean, promoting recycling and controlling the use and disposal of toxic, asbestos materials and electronic devices.  Many government agencies provide literature and training in these areas, and Internet sources help with technology waste. The litter and disposal areas may have separate containers for glass, cans, paper and other recyclable trash handling.  Both the Federal Asbestos Hazard Abatement Act of 1987 and the January 1, 1987 California State Registration Law for asbestos have set down guidelines for office workers and rental buildings with ten or more units.  Both state and federal toxic waste laws regulate the storage, handling and disposal of the waste.  
The property management administers the waste reduction programs to meet government legal requirements and owner goals to reduce waste. Toxic waste, especially for non-residential property, is of major consideration in tenant selection.  Adequate garbage and trash disposal includes cans with tight covers. 

The utility companies will go though a building to give advice on energy conservation and ways to decrease waste.  The party who pays the utilities has the most influence over the amount of effort to conserve energy expended.
Appliances.  The elements of an appliance maintenance program consist of air conditioner units, stoves and ranges, garbage disposals, dishwashers, built-in microwave and conventional ovens, trash compactors, clothes washer and dryer, and countertop blenders.  When a tenant rents a unit with an older, used appliance, and the appliance breaks down and the parts are impossible to locate or are cost prohibitive, the owner may not want to replace the appliance. However, unless specified in the rental agreement, the tenant may give the owner no alternative but to reduce the rent for the decreased service being received or to replace the appliances.  Some owners rent units with no appliances, and rent the appliances separately to the occupants.  Some owners sell the appliances to the tenants with a provision to repurchase the appliance upon move-out for the same price, if it is in at least the same condition.  The property manager needs to know the owner's objectives prior to marketing the units.  The property manager reports the age and condition to the owner, along with an estimate replacement date and projected cost.  In this way, consultation can be made on financing replacements, projecting capital expenditures and depreciation schedules set up. Publication on major appliances reveal many technological advances in appliances.

Example: 

In 1972, a refrigerator cost an average of $141.57 a year to operate, and only $90.28 in 1985.  Room air conditioners improved efficiency by 28% and reduced energy usage by 21%.  Dishwashers had a 54% improved efficiency and 34% reduced energy usage. Today, the energy efficient rating and the pro-green emissions encourages replacement of older model units. 

The property manager may advise replacing older units with more modern units, which save energy costs and command higher rents.  From the laundry room washer and dryers to under sink dormitory dishwashers; a lot of real changes have been made. 
9.4 Habitability
In California, landlords must keep residential buildings intended for human occupancy in fit condition, and must repair all subsequent dilapidation (Civil Code Section 1941).  The tenant is under an obligation to notify the landlord of a repair problem, and allow reasonable time for the repair to be made, usually 30 days.  If the landlord has not cured the problem within the 30-day period, the tenant may make the repair themselves or hire the work done, and deduct the amount of the repair work from the rent.  The tenant may not spend more than one month's rent, nor repair and deduct more than twice in any twelve-month period.  However, tenants are not obligated to make any repair.  Instead, they may vacate the premises, and no further payment of rent is due.  If the tenant is under a lease, rather than a month-to-month agreement, this would break the lease.


It is the building owner who must prove the habitability of the premises. The law (Civil Code Section 1941.1) has outlined the minimum dwelling requirements, although other conditions may be admitted as evidence of lack of habitability in any court action.  The most frequent legal action is that of eviction for non-payment of rent, called an Unlawful Detainer (UD), discussed in detail in Chapter 14.  To successfully defend the eviction action, the tenant would need to prove that one of several conditions exist: 

(1) any of the untenantable items shown below
(2) a public housing enforcement officer has given the owner written notice of an inspection, citing the obligation to abate the nuisance or to repair the substandard condition, 

(3) the conditions cited have not been corrected within 60 days from notice, without good cause for delay, and 

(4) the conditions were not caused by acts or omissions of the tenant.
Under the law, both the landlord and the tenant are responsible for keeping the residential rental unit in habitable condition. When a tenant does not have the rent, maybe due to medical bills or job loss, it has been common for the tenant to call the local health department to go through the premises in hopes that the property or the individual unit will be written up on violating habitability conditions. Citations interfere with any court action to evict since most judges do not award rent due to the landlord if the premises are not habitable. 

Since the law works for both the landlord and the tenant, it is wise for the landlord or property manager to call the health department to inspect a property prior to beginning an eviction action on a tenant. Any citations or problems would be taken care of before a court action begins. If after filing the eviction papers the tenant calls the health department, the tenant would be informed that the property was just inspected and all matters were taken care of and that no outstanding citations or problems are current on the premises. Below is a list of items that the landlord must make sure are in proper repair and working order to meet the conditions of habitability. 

HABITABILITY FOR TENANTABLE RESIDENTIAL DWELLING

 1. Effective waterproofing and weather protection of roof and exterior walls.

 2. Unbroken windows and doors.

 3. Plumbing facilities in good working order.

 4. Gas facilities which conform to the law at the time of installation.

 5. Water supply capable of producing hot and cold running water.

 6. Appropriate fixtures connected to an approved sewage disposal system.

 7. Heating facilities in good working order.

 8. Electrical lighting in good working order.

 9. Wiring and electrical equipment conforming to that law at time of installation.

10. Clean and sanitary building, grounds & appurtenances at rental commencement.

11. All areas under control of the landlord kept free from accumulation of debris, filth, rubbing, garbage, rodents and vermin.

12. Adequate number of appropriate receptacles for garbage and rubbish, in clean condition and good repair at rental commencement.

13. Floors, stairways & railings in good repair.


The penalty for any landlord who collects rent or even demands the rent when the premises are untenantable are substantial (Civil Code Section 1942.4).  The landlord is liable to the tenant for the actual damages, not less than $100 nor more than $10,000, the tenant's allowable court costs and reasonable attorney's fees, plus any additional punitive damages or other requirements the judge may impose--such as the recent cases where "Slumlords" had to sleep in their own building for a specific period of time.


The landlord, however, may have valid defenses in the form of proof of violations by the tenant (Civil Code Section 1941.2) because the tenant is also responsible for habitability issues by being obligated to use fixtures as they were intended, to use trash receptacles and not to deface the premises, such as listed below. There is no duty on the part of the landlord to repair dilapidation if the tenant has substantially contributed to the problem, or has interfered with the landlord repairing the problem.
TENANT HABITATION OBLIGATIONS
1. Keep the premises occupied clean and sanitary.

2. Dispose of all rubbish, garbage & waste from the unit in a clean and sanitary manner.

3. Properly use and operate all electrical, gas, and plumbing fixtures.

4. Keep all electrical, gas, and plumbing fixtures clean and sanitary.

5. Refrain from willfully or wantonly destroying, defacing, impairing or removing any part of the structure or appurtenances.

6. Occupy and use the premises only for the intended or designed used.

The property management and maintenance crew should be trained to alert the building owner of any potential repair problems, not only to maintain the building value and keep ongoing operations running smoothly, but to avoid any possibility of other persons directing the business operations.  Having to meet the demands of organized tenants, public health officers, and court orders is far more serious an undertaking than solving individual problems through planned maintenance. 


Lastly, a misunderstood portion of many landlord/tenant relations is in the definition of "normal wear and tear."  If the age and condition were noted in the owner's purchase and tax deduction records, they should be verified against each tenant move-in and move-out walk through as was shown in Chapter 7. Thus the ongoing allocation of costs between owner and tenant is substantiated by the property manager's building records. 

Example:  


If the apartment had new paint when the tenant moved in, the owner should not charge the tenant for normal fingerprints around the light switch plates, but should deduct for crayon and pencil marks on the walls. (Note: A clean, vacant and empty unit rents faster). 
 SECURITY AND SAFETY 

As population grows in California, entire neighborhoods are changing in just a few short months.  People resist change, and when tenants do not know the new neighbors, a fear of the unknown comes into place. People become more security conscious.  Tenants want door, deadbolt, and window locks to secure their living unit.  Tenants are willing to pay more rent for units with security bars on the windows and security screen doors.  Tenants may even install them at their own expense for more security. 


Should a building have security bars on the windows, however, check with the local fire department as to the safety in case of the need for an emergency exit in a fire.  Make sure the property manager, onsite manager, and all tenants clearly know how to work a safety release on the barred windows to get out of the building to safety.  In upper story buildings, the use and operation of escape ladders or fire escapes must be demonstrated to the tenants.


Businesses want secure employee parking areas, perimeter lighting and fencing, entry closed-circuit television monitors and shopping center patrol guards.  Condo associations want security entry gates.  Senior complexes want secured areas, plus the pager-monitoring devices for health safety.


These needs may be met with strictly mechanical or electronic devices.  Staff personnel positions are common in many shopping malls.  Outside contractors often patrol areas.  Assistance from the local government is often available.  The police will patrol buildings and areas upon request, if justified, and when available.  Neighborhood alert programs are available through many local service organization areas.  Schools offer safety booklets to local school children.


Security for personnel is another area where more is better.  Training employees about their own personal safety is an important part of the property management orientation program.  Various buildings and operations differ in many areas, but common rules benefit everyone.  Some basic guidelines may include:


1. Never show a vacant unit alone.


2. Never have large amounts of cash on the premises.


3. Always know an escape route from your work station.


4. Know procedures for fire, flood, earthquake, burglary emergencies.


Another threat to tenants that must be prepared for is fire. The property manager must call the fire department in the area where the building managed is located to obtain their rules and regulations.  Too often an owner lives in one city and his rental property is in the next city.  The owner checks with his home city and is told that battery-operated smoke detectors are required.  So, the owner picks up and installs units in both his home and his rentals.  Then a fire occurs, the fire department cites the owner because the city required electrical, hard-wire smoke detectors.  Hard-wired means that there may be no batteries and that the smoke detector has a dedicated electric line run to operate the unit. In most cases, there is a battery backup. In this case, the insurance company could cancel the policy because of owner negligence.  The property manager must check with each city as to their separate laws.


The rental agreement should include a smoke detector agreement, such as the one shown below. An inspection by a maintenance person should be performed on a predetermined schedule.  At the time of move-in, a detailed explanation of the safety value of smoke detectors should be explained to all tenants to encourage them to keep the system operable.
SMOKE DETECTOR DISCLOSURE ADDENDUM

(California health and safety code section 1311 3.7) 

This addendum is part of the rental agreement dated __________________________ between the landlord and the tenant(s) for the property located at: _____________________________________________________________________, which is an agreement about their mutual promises in consideration with the rental of the above described property.  Both the landlord and the tenant agree as follows:

1. The rental unit is equipped with an operable smoke detector device.

2. The tenant acknowledges that a smoke detector device has been tested and the operation of the device has been explained by the landlord, or the landlord's agent, to the tenant at the time of or prior to initial occupancy of the premises, and that all detectors and fire extinguishers were operable at that time.
3. Each tenant shall perform the smoke detector manufacturer’s recommended test at least once per week to determine if the smoke detector is operating properly.

4. If the smoke detector is a battery operated device, the tenant has been informed that the smoke detector is battery operated, and that both parties agree that it show be the responsibility of the tenant to:

a. ensure that the battery is in operating condition at all times,

b. replace the battery, as needed (unless otherwise provided by law), and

c. if, after replacing battery, the smoke detector does not work, the tenant must inform the landlord, or the owner's agent, immediately in writing.

5. The tenant must inform the landlord, or the owner's agent, immediately in writing of any defect, malfunction or are failure of any smoke detector.

6. Tenant shall allow landlord access to the rental unit to inspect the smoke detector in accordance with California civil code section 1954.

Date: ______________ Tenant: __________________________________________

Date: ______________ Tenant: __________________________________________

Date: ______________ Tenant: __________________________________________

Date: ______________ Landlord/Agent: ____________________________________

Fire extinguishers are required by law.  They have a tag which shows the last service date, or date when next service is due.  The property manager needs to log this in the maintenance schedule to make sure there are adequate numbers in the proper locations that are fully charged and operable.  As they are often stolen, a glass front case in a metal enclosure is frequently used.


The best fire prevention is inspecting the building for common causes of fire and eliminating them. Some forested areas are subject to lightning fires, and the property manager can do little about natural causes.  But California foothills have regular expectations of fires so that steps should be taken to prevent fires in these geographic locations.  The removal of brush around structures, weed abatement, pumps from swimming pools to roofs, moisture holding hillsides and similar programs can be enacted.


Most fires, however, are caused by people.  Since fewer people smoke, in general, less smoking-in-bed fires have occurred, and those that have often do not get far due to smoke detectors.  Another common cause of a fire is inadequate, not faulty, wiring.  When tenants do not have enough outlets in a room, they buy cheap extension cords, which cannot carry the load.  They are strung all over the house.  The property manager should notice this when collecting the monthly rent, or when conducting a regular inspection.  When a business runs a coffee pot, computer system, and photocopy machine, all off the same circuit, problems can be expected.  In a home, a dishwasher, clothes washer and dryer, coffeepot and microwave all run at the same time can overload a system and start a fire.  


The property manager must inspect garage and storage areas to make sure flammable materials are not being stored on the premises.  If the tenant in Apartment 3 is a gardener, make sure gasoline cans and lawn equipment full of gasoline and oil are stored elsewhere.  If the tenant in Apartment F has a motorcycle and dune buggy, check to see if gasoline and oil are being improperly stored on the premises.


Gas lines to the hot water tanks, clothes dryers and barbecues need to be inspected to determine that leaks are not occurring from oxidized, rusty pipes.  If tenants own and install their own stoves, an inspection of the gas fittings and connections is warranted.  All furnace pilot lights, fire boxes and valves need to be a part of the scheduled maintenance program.  With adequate prevention, danger can be avoided, lives can be saved, and fire averted.


Should there be a fire, however small (even just a burner or oven fire that the tenant puts out themselves), insist on a fire department written report and a written statement from the tenant(s).  


The first step in any fire is to reach emergency personnel (DIAL 911) and assist humans.  Don't forget to check on seniors, children, visitors, and pets, who may get confused on how to get to exits and safety.  The occupants will need shelter, and a local motel may be the immediate answer if local relatives are not available.  Always notify your local insurance agent as soon as possible.  Take pictures, don't touch anything, and do not let anyone go into areas that government officials have sectioned off.  Once the insurance company is involved, they usually walk the manager through reconstruction, handling tenant losses, and even rent payments.  Insurance is discussed in more detail in Chapter 14.
9.5 Maintenance Personnel

Many different people perform maintenance and repairs on a building.  Many property owners have the property manager deal with the asset management, tenant relations and marketing efforts for their building. The owners may retain the majority of the duties for the maintenance and repair of the property. Exceptions, where the owner does not do the maintenance, is for (1) emergencies, and then only if the owner is unavailable, and (2) vendors where the owner would not have the license or expertise, such as for termite tenting.  This may allow the owner to remain "active" for tax status, and keep abreast of the condition of the building. However, from a professional management point of view, having the owner do the maintenance is as bad as having the tenants do the work!! Neither may be qualified to do the job with professional quality workmanship. Neither are usually licensed, insured or bonded. Without the proper tools and equipment, having the owner perform repairs may be a disaster if the tenant is not satisfied with the quality of the work and if the property manager must then keep dealing with the same issue over and over. This may even cause a vacancy. 

One disadvantage of the owner maintaining maintenance duties is if the owner overrides property management policies and gets directly involved in tenant negotiations.  The owner should remain the maintenance person, only, if that is the arrangement.  Many times the tenant may never know the maintenance person is the building owner.  Problems arise because the owner may not report to the property manager when the work is completed, so the property manager has the burden of the follow up.  Also, if the work takes too long to complete, or is poor quality, it is virtually impossible to fire the workman (owner) and get someone better qualified. 


Another disadvantage is that the owner cannot deduct any expenses based on his or her own time for tax purposes.  This can, however, be offset by the reduction in total building maintenance costs.


The owner may have a relative do most or all of the building repairs.  For example, the owner's son may mow the lawns, or the owner's brother may paint the units. The disadvantage to this is the work may have a low priority.  And when completed by unskilled labor, the work may have to be redone correctly later. The labor costs would be tax deductible and some relatives are very conscientious in overseeing the owner's building.


If the owner delegates all maintenance to the property manager, the right worker for the right job is a must.  Staff maintenance personnel offer many advantages.  The handyman or onsite manager should have the skills necessary to take care of most problems. They should provide full references and the property manager should be able to inspect their previous work before they are hired. 


If the management company handles enough properties, a handyman can be kept busy on a full-time basis.  Larger companies sometimes offer this potential cost reduction as an enticement to attract owners.  The real savings is often never seen as there is a potential conflict of interest if the management company owns the maintenance company.  Keeping good handymen busy with full work loads during slow periods could mean unnecessary work is being done. And, without outside bids, the owner cannot see any cost savings.


Some management companies have set up a mandatory monthly maintenance fee to offset the cost of routine work, such as faucet washers, door stops, air filters, alarm batteries, etc.  The owner contributes regularly, so the work personnel have regular incomes.  Extra and emergency repairs are billed separately.  Since the management company has to maintain its own income, expenses and profit center, there may be little, if any, savings to the building owner.  The advantage, even at break even cost for the owner, would be the control the property manager would have over the work crew.  The ultimate power to hire and fire can mean better service for tenants, prompter emergency turnaround time, and management-prioritized work orders.  The Certified Property Manager's Code of Ethics of the National Association of Realtors®, as discussed in Chapter 15, dictates that the property manger must disclose the amount of profit and must get the prior approval of the owner if the maintenance company is owned by the management company.

Maintenance supervisor. A common dedicated position is that of the maintenance supervisor. He or she is responsible for the control, quality, costs and effectiveness of actual maintenance work. This individual can identify and provide necessary training required for other personnel. Staying on schedule means having the tools needed to get the job done and having the material on hand to complete the task. This individual must be held accountable for the work orders being completed. 

Another method for time consuming maintenance supervision is where the property management company has a separate maintenance desk that all work is channeled through.  To offset the cost of this personnel, the management company adds straight override, say 10%, above all work order billing.  The incentive here is that this staff person gets quantity discounts from the vendors on their end of the billing.  So, the owner gets a bill that is about the same amount, or very competitive.


There is no real control over the vendors, however, except the future expectation of work.  Many vendors have far more work than they can already handle, especially in the heavily populated areas, so this added pressure can work as a negative incentive.  When this happens the management company often ends up using people new in the field, those unknowns who are trying to build a business, or apprentice rather than skilled work persons.  The workers often use the big name management company to get their client base to increase, so their future will be retail pricing direct to the public, instead of wholesale prices to the property manager's maintenance desk.


The off-site manager can also perform the maintenance, in addition to managing it. Again, there can be a conflict of interest in keeping costs down when you write your own check and when no competing bids are obtained. There is, however, a good incentive for control.  If the apartment isn't painted and cleaned up quickly, it cannot be re-rented in a hurry, thus decreasing management fee income. And if the apartment is not re-rented, no funds are available to pay for the materials and labor already expended for painting and cleaning.


The on-site manager frequently does maintenance work.  This means an additional expense for liability coverage and workman's compensation insurance, in case of injury.  A written contract may indicate that the on-site manager is working as an independent contractor and is not an employee when performing maintenance tasks, but the labor board normally will not uphold this arrangement. Due to the job duties of the on-site manager, all duties performed on the property are considered an employee relationship. An incentive or bonus may be paid to the off-site manager for filling the vacancy and a separate payment for the maintenance. The problem is when the manager has to pay for the work twice--once when the on-site manager tried to do the work, and failed to correctly complete the work, then again when the outside professional presents their bill.


Maintenance staff must deal with the question of whether they are employees or independent contractors.  Written contracts should be signed that provide for the social security numbers, payroll deduction status and exemptions, and insurance coverage.  It should outline who is responsible for tools, transportation to sites, equipment, materials, vehicle insurance, pager and parts.  All labor and employment laws must be complied with.


As an alternative to staff positions, the property manager may wish to use only outside contractors for all work, which would then be considered as independent contractors under labor laws.  This avoids the need for job descriptions, employee records and reporting, and maintaining volume business.


If outside contractors are used, the property manager should require proof that they are licensed, bonded and insured.  Written criteria for hiring might be inspection of completed work and talking to references. The best reason for using an outside contractor is their level of expertise.  They specialize in what they do, and they do it full-time. They have the right tools, equipment, and know where to get the parts to get the job done.  They must be competitive in price or they couldn't stay in business.  


Disadvantages include the lack of direct control over them and their work.  They are often unable to do small jobs at all, and if they do them, their minimum trip-charge price is too high. The worst problem is the employees of the outside contractor.  The property manager has no control over them, and they can cause many problems at the site.

Below is a sample form for one type of written maintenance invoice that may be used completed by the vendor. If the same vendor is used on a regular basis, the form may be partially completed by the, manager, such as make and model #, if known, or the important boxes indicating that the item is covered under a warranty. 
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Signature

1 hereby acknowledge the satisfactory completion of the above described work.

Workmanship performed and materiels replaced on this repair are warranted for thirty days
from date completed. Parts not replaced are not guaranteed.

* DISCLOSURE: A family member of D. Grogan may have a financial interest in Sunbelt.




Some owners have the tenant perform the maintenance functions.  The tenant usually charges only for parts and little or nothing for the labor on their own unit.  One injury, however, could offset any savings.  The owner would need full insurance coverage, as with the onsite manager.


Some property managers allow tenants to do work on any unit, except the one they occupy, due to the potential conflict of interest--the tenant may end up constantly improving and upgrading his or her own unit.  An example of a typical maintenance event is given in the example below. Most property management contracts contain a clause that authorizes the property manager to be allowed to spend up to a specified amount for various things, like advertising, maintenance and insurance. Even though the property manager does not always need written authorization from the property owner, the property manager may have a relationship where a courtesy call is made to inform the owner of an unplanned expense. When not required by the owner, however, a written bid should be required by the manager, like one used for any other work with any other workman.  After the example given below, a sample of the written estimate for maintenance work that may be used for all repairs that are not emergencies is shown. 
Example:  


At 8 p.m., December 2, the tenant phones the office, reporting a leaking pipe.  The answering service connects the tenant to the particular property manager who is on call that evening (this function is rotated by office personnel).  They determine that a pan under the bath sink will temporarily solve the problem.  


The next morning the property manager gets a workman to the property to bid the job.  The workman phones the office for approval.  The property manager calls the owner to discuss the work, the bid, and to ask the owner if any additional plumbing work should be done while the workman is on the premises.  The owner approved the work by phone; the property manager informed the workman to do the work while at the property.  A copy is mailed to the owner to sign and approve and return to the office, for the file.  This keeps the owner very "actively" involved in the management process, for financial and tax purposes.  The owner knows about the expense, in advance, and participated in the decision process immediately.
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P.O. Box 1659, Downey, CA 90240
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Workman: Property Acct #88-271 Property:
Name ___George Fernadez  Tenant name _Joannie Forester
Address Box 7C Address _123 Elm Street  Apt# 4
City _Redding Phone __876-PIPE_  City _Redding Phone __876-4332

Your invoice # 391 _ Directions: Thomas Map Coordinates __
Today’s date is 12-3. 20B3 - N/Main - E/National Blud

— This Is A Written Estimate Of Service Or Repair Work —
The service/repair requested consists of the following list:

1) Drip/leak at hot water connection under bathroom si
2) Check/change dll washers (kitchen, bath & laundry)
3) Put blanket on hot water tank in garage.

1 estimate the cost of the above listed work to be $__62.50 _ and the estimate
is good for a period of 30, 45, 60 days from today.

(circle one)

Dated: Dec. 5, By: George Fernandez _(Workman’s Signature).

Date request received12/2, __ Date to workman 12/.3, __ Date to owner 12/.4, __
Date back from workman 12/_4/__Date work began12/ 4/ __ Date work done12/4, __

- Property Owner to Complete and Return —

I AUTHORIZE THE ABOVE WORK TO BE DONE AND ASSUME FINANCIAL RESPONSIBIL-
ITY FOR PAYMENT FOR WORK PERFORMED OR SERVICES GIVEN FOR MY PROPERTY.

Dated __December 5, Authorized Signature: Matthew Andersen






To assist in keeping costs in control and the owner actively involved, the property manager may require all requests to be placed in writing, as shown above.  This shows the owner that the tenant, not the manager, initiated the request for the service.  The best part of this, or a similar form, is that the tenant signs off that the work is complete.  As a standard policy, before any payment is issued, either the tenant should sign off, or the property manager should personally inspect the work, or both. Poor management assumes that when a vendor turns in a bill for payment that the work has been satisfactorily completed. The tenant will not sign off that the work is completed if problems still exist. Likewise, if a maintenance person tracks mud all over the unit interior, it is probable that the property manager will be told about the situation. Once a repairman has been paid, and then the tenant calls a week later about the same problem, it is usually more difficult to get the worker to go back and finish the rest of the job. 


A general guideline for repairs should be discussed with all building personnel. Naturally, anything that threatens a living, breathing entity, whether it is a person or an animal, is placed highest on the order of business. In general, the property manager would next see if waiting will cause any additional future expense. The item may already be scheduled for routine work in the near future. After determining the costs involved, the property manager must then make the decision on whether to fix existing items or to make a replacement with new. A new item may have a warranty and be much more energy efficient for utility costs or other reductions to expenses. A list of repair rules follows. 


REPAIR   RULES
1. Is there any danger of bodily harm to any living thing?

2. Is this an emergency?

3. Will delay to authorize work while obtaining approval create additional problems?

4. Is the item still under warranty or a maintenance contract?

5. Has anyone called the manufacturer’s hot line or used an Internet search to determine if others have had the same problem and a solution is available?

6. Will the repair cost 90% or more of what a new replacement would cost?

7. Who would the property owner use to do the work?

8. What action am I authorized to take?

9. How much are you authorized to spend without prior approval from the owner?

10. Who caused the problem and who will pay to fix it?
Budget considerations.  The budget for maintenance may often reflect a stepped pattern based upon how maintenance has been handled in the past, the current owner’s goals, the current condition of the premises, and the management style. First an analysis of the past accounting records and past work orders and records may indicate the starting point for a maintenance plan. A weekly activity report of work orders helps in the development of a master plan. 

A solid plan will include a five-year period in the future for scheduled and anticipated maintenance. This long-term approach allows for more accurate bids and estimates based on possible future rising costs for materials and labor, especially for the significant improvements such as roof, park lot replacement, and central plans for HVAC.
Chapter 9 EXERCISE:
1. Use the Internet, showing the website, to locate the current maintenance positions for at least three property management jobs that include some form of performing maintenance and list various job duties affiliated with each position.  


2. Use the Internet, showing the site, to find data and create an employment agreement for a full time maintenance person who lives on the premises in the same unit as his on-site resident manager wife.


3. Reviewing the major maintenance categories described in this chapter, design a records management form for a 20 unit apartment building and write a policy for maintaining the procedure.


4. In the discussion of legal habitability, the landlord and the tenant issues were cited. Using the Internet and showing the web site, locate a copy of the current code and show any updates indicating additional issues on which the property manager should have training. 


5. Using energy efficient rates, utility company data and web sites, compare and contrast the difference in initial cost to replace the item, the estimated life and the ongoing cost to run the item. Use specific examples such as a stove/oven, refrigerator, light bulbs and dishwasher.
Chapter 9 Quiz

1. The period of time an asset can be used is:


a. Physical life


b. Maintenance


c. Repairs


d. Economic life

2. The process of replacing or repairing items identified during regular and routine building inspections is:


a. Corrective maintenance


b. Preventive maintenance


c. Deferred maintenance


d. Emergency maintenance

3. A main purpose for the building maintenance card is to:


a. record unit work


b. give IRS records


c. reduce emergencies by scheduling regular maintenance


d. justify maintenance expenses to the building owner

4. The main reason for the drive-by inspection is to:


a. indicate the condition on a specific date


b. criticize the property manager's work


c. alert the owner of a problem with the maintenance worker


d. annoy the tenant

5. The office repair problem report:


a. shows all work done on each unit, when and by whom


b. indicates the labor and material costs of maintenance


c. gives a written work order


d. is a maintenance invoice

6. The written estimate form:


a. authorizes work to be done immediately


b. lists details of repairs needed, including parts replacement


c. is an invoice, accounting-billing system


d. has owner authorization for financial responsibility

7. A form-letter for residential tenant repair requests should include:

a. tenant authority to call a workman to order additional items needed to be repaired

b. a vendor identification number from the approved vendor list


c. tenant caused damage responsibility for tenant payment of the bill


d. date, time and work that will be performed by the workman.

8. Basic rules for reviewing a repair request would include:


a. Am I authorized by the owner to take action?


b. What is the estimated cost?


c. How much discount will be received?


d. When will the job be done?
9. California laws dictate residential units as inhabitable when the:


a. door stops are gone


b. window glass is broken


c. floor coverings are worn


d. window coverings are gone

10. The tenant is obligated to maintain:


a. clean and sanitary premises


b. stairways and railings


c. fire extinguishers


d. security bars

The following are true (a) or false (b) statement.

11. Preventive and corrective maintenance are the same and both extend the life of the asset.

12. Habitability is one of the optional maintenance categories. 

13. Custodial maintenance falls within the area housekeeping.

14. All maintenance personnel and vendors offer about the same qualify and service. 
15. Tenant habitability and landlord habitability are the same.

16. Ordinary maintenance that has been postponed for a long time, it is called deferred maintenance.  
17. A written bid for maintenance work and repairs should always be requested prior to a blanket authorization to perform the maintenance so that authorization is given and the decision making process is made by the property manager or owner. 

18. The period of time that an asset can be used in the production of income and services is called the economic life.
19.  It is usually always best to repair an existing appliance to keep the integrity of the unit. Replacing an appliance just makes the other tenants also want a new appliance. A part is just about always cheaper than a new unit in the long run.
20. Good management has the tenant approve vendor work that the item is completed. 
 Chapter 9 Quiz Answers



  1.  d


11. b


  2.  b


12. b


  3.  c


13. a


  4.  a


14. b


  5.  a


15. b


  6.  d


16. a


  7.  c


17. a


  8.  a


18. a


  9.  b


19. b


 10. a


20. a
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Worker/Vendor:
#V-__ __ __ __
Inv. #__________

Property: 
Property Acct # ______________________


Name  






Tenant Name   





Address __





Address    





City   






City 






Phone 

_______ FAX 

_______

Home (        )

      Fax (     ) __________

( PICK UP at Office




Work (____)______________Pager (___)___________



Directions: Thomas Guide Map: Grid ______ N/S_________________ E/W _____________________


(   ) This is a Work Order. Do not exceed $____________ without calling the office for approval.


(   ) THIS IS A WRITTEN REQUEST FOR AN ESTIMATE FOR SERVICE OR REPAIR WORK.


3.     













4.    













5.    













____________________________________________________________________________________


____________________________________________________________________________________


____________________________________________________________________________________


____________________________________________________________________________________


TO BE COMPLETED BY VENDOR:


This price is good for (circle one)  30 45  60  days. I estimate the cost of the above work to be $__________________. 


Vendor Signature_________________________________________________________ Dated: _____________________


Date requested        /       /      
Date to workman        /       /       
Date back from workman _____/_____/_____


Date to owner ____/__ _/____
Date work began  ___/____/____
Date work completed ____/_____/_____




TO BE COMPLETED BY OWNER AND RETURNED:  I authorize the above work to be PERFORMED


and assume financial responsibility for payment for work performed or services given for my property. 


Owner Signature: ______________________________________________  Date: ________________



This work has been done to my satisfaction. ________________________________    _____/____/____








Tenant





Date
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