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Renters Offered
Security Deposit Options

Just as the
down pay-
ment can
be a
home
buyer's
greatest
obstacle to
home own-
ership, renters
often struggle to
come up with the
security deposit.

But just as buy-
ers have a growing
number of no- and low-
money down alternatives,
renters also are beginning
to find it easier to get in the door.

A growing number of property owners
offer new tenants a choice between the tradi-
tional security deposit and one of two new
alternatives.

SECURITY BONDS

In lieu of a security deposit, property

managers and landlords in 24 states can offer

new tenants Summit, NJ-based
SureDeposit.com's surety bond.
Underwritten by Bankers Insurance

by Broderick Perkins

Group in St. Petersburg, Fla. the non-refund-
able bonds cost 17.5 percent of the going
security deposit, with a minimum bond of
$87.50.

Paid with a tenant's first month's rent, the
bonds provide a financial guarantee for the
property owner that the property will be
returned to its move-in condition after the
tenant moves out, while also protecting the
owner against rental loss.

The surety company pays for any dam-
ages and loss of rent and related expenses,
say if the tenant decides to skip out on the
lease. The tenant must reimburse the surety
company for any costs.

For the tenant, the bond helps reduce
move in costs. If residents return their unit in
good condition, they are under no further
obligation, but they don't get a refund as they
would with a security deposit.

The bond money actually goes to the
bond issuer not the landlord, so the landlord
doesn't get to collect the money and deposit
it in an interest bearing account or use it for
property upkeep, in both cases, when such a
deposit use is permitted by law.

"It's an economic decision. The cost of
funds to use our product is much lower than
your typical deposit. The longer the resident

stays in the apartment, the better the one-time
fee looks," said Stuart Litwin, a SureDeposit
spokesman.

"It's also a great cash flow boost at a time
when they have a lot of moving costs and
haven't gotten their previous deposit back,"
he added.

DEPOSIT INSURANCE

A second option is deposit insurance.
Irvine, CA-based DepositSaver.com's security
deposit insurance deal, available in nearly 24
states.

Chicago-based CNA Insurance under-
writes insurance policies property owner buy
to protect against damage and other losses.
The owner then passes that cost onto tenants
for a monthly fee that averages $25. Some
property owners opt to charge tenants an on
annual basis.

The tenant's actual cost can vary from
about $8 dollars to hundreds of dollars a
month, say for a luxury high-end apartment.
The premium is based on the tenant's credit
history, whether pets or smoking are
involved, the apartment's furnished status,
past rental behavior, references and other fac-
tors. Theoretically, a long-term tenant could
end up paying more on a month-to-month or
annual basis than continued on page 38







