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New 1099 Regulations

Over the past couple of months several owners have inquired about the new 1099 re-
porting requirements. Here is a quick summary of the changes.

Recently Congress passed new regulations regarding 1099 income reporting that in-
vestors should be aware of. The newly enacted small business legislation (HR5297)
included an expansion of the 1099 reporting related to a trade or business. To date
only those real estate professionals engaged in property management-type businesses
have been required to file 1099 forms. Congress has extended the 1099 form require-
ment to any person who receives rental income. This requirement would apply to any
landlord (including small investors) rather than only those who are in the business of
managing property. Starting in 2011 any person who receives rental income must pro-
vide a Form 1099 for all payments of $600 or more made to service providers such
as plumbers, carpenters, yard service and repair vendors. The purchase of goods is not
included within the reporting requirement. The Form 1099 is provided to the IRS and
to the service provider. The new requirement applies to both residential and commer-
cial property.

The Good News —As a corporation, Bennett Property Management has been reporting
1099 miscellaneous income on behalf of our owners for many years. We consolidate
yearly payments made by all of our owners to each service provider and issue 1099’s
every year. Payments made directly by owners would not be covered and would re-
quire owners to issue a 1099 to the service provider. There is another phase of the
legislation due to take effect next year that may require additional reporting from indi-
vidual owners and we will continue to monitor this closely, keeping our owners in-
formed. As for 2011, we will continue issuing 1099°s on our owner’s behalf to make
sure they comply with the new requirements.

—Mike Mumford
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Numbers
numbers...

Year end is always a good time
to look at numbers. Mike
Mumford (Business Manager)
and I are the “numbers guys”

at the office and sometimes we
get carried away. Computers
and spreadsheets make it way
too easy, but hopefully some of
this is interesting and of use.

First and foremost, almost 40%
of our owner-clients have been
with us since 2004 or before.
More than 7 years through one
of the most turbulent periods in
our financial history! We are
grateful for your loyalty and
trust, and try to earn it every
day.

Those long term owners repre-
sent about 650 properties, and
over 60% of those properties
have been rented for more than
one year. More than a third
(34%) have been rented for
over 3 years; fourteen percent
(14%) for longer than 5 years.
Nineteen tenants have been
with us more than 10 years.
The average length of stay
with us is just over 2 1/4 years.

From 2004-2007 our average
rents went up 4.5%; 2007-2010
rents have decreased 3.4%.
Depending on what set of sta-
tistics we look at, we are at or
a little behind the rate of infla-
tion.

Long-term

Renters

There are at least two schools
of thought when it comes to
setting rents and renewing
leases.

One thought is to be at the very
top of the rent scale at all
times, pushing the envelope to
squeeze every drop of return
from the property. In addition
to sometimes helping cash
flow, this method maximizes
property valuation which is
based on some multiple of
gross rents.

We generally lean strongly in a
different direction, preferring
to encourage tenant longevity
by keeping rents at very com-
petitive levels. Our belief is
that real income is higher over
time and repair and mainte-
nance costs are kept lower by
having long-term tenants.

Elsewhere in the newsletter
you can see that our average
length of stay is well over 2
years and that more than 60%
of our tenants stay more than
one year.

At renewal time, managers
spend a good amount of time
calculating what rent to charge.
We want the tenant to stay and
want to keep rents as close to
market as possible. It’s a tricky
dance in moving markets (up
or down) and most managers
get a 2nd or 3rd opinion in the
office before making a deci-
sion.

When BPM managers call an
owner to discuss rents, you can
be sure that they have done
their homework.

Audit

Barbara and I are just finishing
up an audit by our dear friends
at the Internal Revenue. Even
though the final results are not
in, the experience has not been
terrible. Worrisome and scary,
yes, but not torturous.

The only reason I bring it up is
because the majority of our
income comes from property
managed by Bennett Property
Management. That income and
those expenses were the focus
of our meetings. The good
news is that the files were
complete and easy to deal with.
The IRS agent said our record-
keeping was “meticulous”.

It wasn’t our record-keeping, it
was the work of Bennett Prop-
erty Management, and we are
very grateful for the profes-
sional service we receive.

Retirement

I just finished making a pine-
apple upside-down cake. And
I’m going outside in a while to
paint the trunks of our citrus
trees.

It is so great to have “nothing”
to do! We are very busy, but
almost everything is on our
own schedule, not meeting the
demands of the job or the fami-
ly as we did for so many years.

Barbara and I still sit on sever-
al community boards--A New
Leaf, Mesa Arts Center, Arizo-
na Theatre Company, etc--and
Barbara is busy all winter play-
ing duplicate bridge. For the
most part, however, our time is
our own. We are very fortu-
nate.

P.S. 1.The cake turned out
great. 2. We paint the trunks
of citrus trees to slow evapo-
ration and discourage bugs.

Business
Prospects

Looking at the articles this
month, it seems like we dwell
more and more on politics and
not so much on the rental and
real estate business.

We are still optimistic about
the prospects for residential
rentals in the Valley. The sun
still shines almost every day,
the cost of living is not too
bad, and we are not taxed to
death. If the unemployment
rate starts down we will really
start moving again.

One unexpected side-effect of
the downturn in the economy
and the high foreclosure rate:
our tenant profile has improved
greatly. We are getting appli-
cants with high credit scores
and good jobs. These folks
would have been buying sever-
al years ago but choose to rent
now because of the uncertainty
in the market and the difficulty
in getting mortgage loans.

Ho Ho Ho..




Experience

Elsewhere in this newsletter we
printed statistics about our own-
ers and properties. We also like
to brag about staff experience. In
a business marked by constant
turnover BPM has remarkable
stability.

We have 25 managers and senior
staff with a total of almost 240
years of experience (9.5 years
average). Eight of us (not includ-
ing me-with 40 years I bend the
curve too far) have been with the
company more than 10 years. All
but 5 of the managers have been
here more than 5 years.

Why the longevity? We are a
family owned and operated com-
pany and think of our staff as
members of our family. We treat
people fairly--clients, owners,
tenants and staff. We pay well,
probably better than any other
management company in the
Valley.

And we’re lucky. We work and
live in a great place with oppor-
tunities to succeed and prosper.

We are grateful.
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Efficient
Government

We hear so often that govern-
ment should be run like a busi-
ness. For the most part I'm
grateful that it is not.

The first problem I see is that
touchy problem of who is mak-
ing the decisions. In business,
normally, there is a CEO who
has the final word. There often
is a Board of Directors, of
course, but for the most part the
CEO runs things to march to-
ward the goals of the company.
If that were the structure of
government we would call that
guy a dictator.

The second important issue is
that of goals. Businesses exist
to make money for their own-
ers. Government by its very
nature cannot make profit
(unless we count the ability to
print money).

So what do people mean by
saying government should be
run like business? I think they
mean that government should
be more efficient.

Well, here’s a news flash. Big
business isn’t very efficient
either. Whenever large enter-
prises exist, communication and
function cannot be efficient.

All this came up as I watched
the politicking in Washington
this week about the tax cuts,
unemployment, etc. A CEO
would wave his hand and say
“this is how it will be.” The
President and the Congressional
leadership have a tougher job.
We can only hope that the deci-
sions Washington makes are the
best for the country--it is not
really any different than waiting
to see if a CEQ’s decisions are
right for his (her) company.

No dictators, please.
Help and hope are within grasp
for the working poor and home-
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Helping Families...Changing Lives

less at A New Leaf programs.

Please consider taking advantage
of the Helping the Working Poor
AZ Tax Credit by making a year
-end gift to help those in A New
Leaf shelters and assistance pro-
grams. This dollar-for-dollar tax
credit is in addition to a credit
you may already receive from
donations to a public or private
school. Please see below for
details. On behalf of those we
serve, thank you for your gener-
osity.

Warmest Regards,

Michael T. Hughes
President/CEO

A new Leaf
mhughes@turnanewleaf.org
www.TurnaNewLeaf.org

Helping the Working Poor AZ
Tax Credit Can Benefit a New
Leaf’s:

La Mesita Family Homeless
Shelter

EVMC Men’s Shelter

Autumn House

Faith House Domestic Violence
Shelters

Empower Transitional Living

Program
MesaCAN Community Assis-

tance Program

Your $200 donation ($400 if
married and filing jointly) to A
New Leaf can get you a dollar-
for-dollar tax credit on your AZ
tax return. Assuming you al-
ready have an AZ tax liability
at least equal to the credit
amount, then it’s NO COST TO
YOU!*

This tax credit is in addition to
any credit you might already
receive from donations to a
public or private school.
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You must itemize deductions on
your Arizona income tax return
in order to be eligible to claim
the credit. Your donation must
be postmarked or e-mailed
before midnight on Dec. 31st.

Donate Now at

www.TurnaNewLeaf.org
(Write “Working Poor Tax Credit”
in comments box to receive your
receipt via e-mail instantly.)

OR
Make checks payable to A New
Leaf and mail to : 868 E. University
Dr., Mesa, AZ 85203
Your donation receipt will be mailed
to you.

Thank you for your support!

*For more information, please con-
tact your tax advisor or the AZ Dept.
of Revenue at
602.255.3381 or toll free
1.800.352.4090.
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NARPM NEWS

National Association of
Residential Property Managers

Narpm.org

Southwest Regional
Conference
February 24th & 25th
Scottsdale, AZ

AAR Conference
March 9th-11th
Prescott, AZ
Visit
www.narpmphoenix.org
To join our mailing list,

please email us at :
susan@bennett2rentit.com
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