BRYCE BURCH / PENSACOLA BAY REALTY

FREE GULF COAST REAL ESTATE GUIDE

Evaluating a Pensacol a-area rental
property

A rental purchase is a business decision attached to a physical home. Before you rely on
a projected return, test the rent, expenses, operating work, and eventual exit against a
conservative case.

Inside this guide

01 Begin with the actual property and tenant
02 Calculate what remains after operations

03 Choose an operating model you can sustain

04 Test the exit before buying

Bryce Burch | Broker/Owner, Pensacola Bay Realty

Read online: bryceburch.com/guides/evaluating-rental-property-pensacola/
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01/ THE DECISION

Begin with the actual property and tenant

Compare the home with rentals a likely tenant would consider. Look at location, floor plan, parking, pet policy,
condition, and the practical commute. Ask for recent comparable rental evidence and separate an advertised
asking rent from a signed lease. Do not assume every month will be occupied.

Investigate the roof, HVAC, plumbing, moisture, and deferred maintenance as you would for a primary
residence. An inexpensive purchase can be an expensive investment if major systems are near the end of
useful life.

ACTION LIST

- Review comparable rentals and their condition.
- Use a conservative rent and vacancy assumption.

- Inspect expensive systems and deferred maintenance.

02 / THE DECISION

Calculate what remains after operations

Start with rent, then account for vacancies, property taxes, insurance, association dues, utilities paid by the
owner, leasing, management, routine repairs, and capital replacements. Add debt service if financing the
purchase. Ask for property-specific insurance quotes and check whether the intended rental use is allowed by
the association and applicable rules.

Keep a reserve separate from the down payment and closing costs. A single roof, HVAC, or turnover expense
can change a year's result. Have a tax professional explain the tax treatment for your own situation rather than
building the investment case around an assumed deduction.

ACTION LIST

- Write a full annual operating budget.
- Include vacancy, management, repairs, and capital reserves.

- Confirm insurance and use restrictions for the intended rental.
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03/ THE DECISION

Choose an operating model you can sustain

Decide who will market the property, screen applicants, document condition, collect rent, coordinate
maintenance, respond to issues, and handle accounting. If you plan to self-manage, price your time and
availability honestly. If you plan to hire management, compare scope, communication, and fees in writing.

For short-term rentals, the work is different: guest communication, cleaning, turnovers, pricing, furnishing, and
wear can be much more active. Do not mix a long-term rental estimate with a vacation-rental revenue
projection. Build each model separately and verify that the use is permitted.

ACTION LIST

- Assign every recurring operating task to a person or provider.
- Compare management scope and total fees.

- Model long-term and short-term use separately.

04 / THE DECISION

Test the exit before buying

Ask who could buy the property later if your plan changes. Compare the potential owner-occupant market,
investor market, condition after years of rental use, and costs to sell. A property that only works under one
optimistic rent or sale assumption leaves little room for error.

Write down your hold period, improvement budget, reserve target, and conditions that would make you sell.
Revisit those assumptions when new information arrives. The goal is an asset you understand and can operate,
not a spreadsheet with a perfect forecast.

ACTION LIST

- Identify likely future buyers and resale considerations.
- Stress-test lower rent or higher costs.

- Set a reserve and review date before closing.
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BRING THESE QUESTIONS

M ake the next conversation useful.

What rent is supported by comparable properties?
What happens to cash flow after a vacancy or major repair?

Who will operate the property, and what will that cost?

NOTES

FURTHER READING

IRS: residential rental property overview: https://www.irs.gov/forms-pubs/about-publication-527

CFPB: ready to buy a home: https://www.consumerfinance.gov/consumer-tools/mortgages/ready-to-buy-a-home/

This guide is educational and is not financial, legal, medical, or construction advice. Confirm property-specific facts and consult the
relevant licensed professional before committing.

Talk through your real estate questions: Bryce@pbrrents.com | 850-202-8647
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