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DR. CA$H FLOW
HOME REMEDIES FOR REAL ESTATE INVESTORS

by Nick Sidoti, R.A.M.

Q: Dear Nick. 


I recently rented an apartment to a tenant that was supposed to be moving in on 1st of the month. They gave me $100 deposit on the 15th. On the 29th they called me and me that they no longer wanted the apartment, and they asked me for their deposit back. I explained to them that they would lose their deposit because they decided not to move in. This doesn't help me much, because I have an empty apartment which should have rented for $550 month, and all I have is their $100 in my pocket. Any suggestions? 

A: Dear Any suggestions,


You would have been much better off if you had done a couple of things differently. Here's how to handle applicants in the future if you want to be sure they rent: 

First, collect more "hold deposit" next time. If at all possible, try to get at least a full security deposit before you take a unit off the market. In your case this should have been a minimum of $100 over the rent, or $650. If a tenant can't come up with the full deposit, or balks at giving it to you, inform them that the apartment is still on the market until you receive a full deposit. 

Secondly, make sure that you are entitled to keep the deposit if the tenant changes their mind. The easiest way to do this is to have an agreement signed by the tenant that states all the terms. I have a statement (see below) on the back of my rental application directly above the spot where the tenant signs. The same statement is repeated on the receipt that I give the tenant when I accept their deposit. This comes in  handy if an applicant decides not to rent and then takes me to small claims court to try to recover their deposit. When they show the judge the receipt, the terms that they agreed to when they applied are clearly printed right on it. 

The statement below is from the rental application that is available in my Highly Effective Property Management course: 

I declare the above application information to be true, and that the owner/manager may immediately terminate any tenancy entered into in reliance upon misinformation given on this application. By signing this application I agree to sign a rental agreement and rent this unit (if application is approved). I also agree that if I am accepted by the landlord and I change my mind do not move into the premises, the sum of one month's rent will be due as liquidated ages since other prospective tenants will have been turned away, and it will be necessary for  the landlord to readvertise, and reevaluate other tenants. I agree that if I am not accepted by the landlord, all hold deposit money except for $                  (which is a non refundable screening fee) will returned. 

I authorize the owner or his agent to investigate information regarding my character, general reputation, personal character references, mode of living and credit standing, and a full disclosure of pertinent facts may be made to the owner. The owner may also request a credit report from a credit reporting agency and by signing this application, I authorize the release of all information. I also authorize the owner to release any information that I have provided regarding my future and present rental history." 

Nick Sidoti, R.A.M. is a registered apartment manager, C.P.M. Certified property manager,  licensed real estate agent, investor, lecturer, author of several real estate courses, an award winning columnist, and President of the Western New York Real Estate Investors. If you would like more information about Nick's courses, or you have property management questions you would like Nick to address contact him by mail at NICK SIDOTI   PO BOX 653 GRAND ISLAND NY 14072 
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