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Come early for our 6:00 PM Early Bird Real Estate Investor Roundtable! 

 

may feel good at 
first, it doesn’t take 
long for you to go 
from being a “nice 
guy” to a 
“pushover.” Your 
failure to enforce 
your lease is a sign 
of weakness. A 

tenant will see this as an op-
portunity to continue break-
ing the rules set out in the 
lease. 
 
For example, if you fail to 
impose a late fee when your 
tenant is late with rent, what 
incentive does the tenant have 
to pay next month’s rent on 
time? You didn’t do anything 
the first time — why would 
you do anything the next 
time? What makes things 
even more complicated is 
when you fail to impose a late 
fee for the first offense, but 
then decide it’s time to 
toughen up for a future of-

People Want to be Liked 
This is a simple truth and a 
common characteristic of 
human beings. A new (or 
seasoned) landlord may feel 
pressure to make exceptions 
for tenants breaking rules or 
not making payments. They 
want to be perceived as the 
“nice guy.” This is a natural 
desire. The landlord may feel 
that if she imposes a late fee, 
the tenant will get angry and 
dislike her. 
 
Therefore, the natural ten-
dency is to make an excuse 
about why an infraction can 
go unenforced. While this 

One of the best pieces of ad-
vice you will ever receive as a 
landlord is to stick to your 
policies and to avoid excep-
tions. This is certainly a sound 
piece of advice. Unfortu-
nately, many landlords have 
to learn the hard way the im-
portance of enforcing agreed 
upon rules and policies for 
their tenants. 
 
As a newcomer to the land-
lording game, it’s easy to get 
hesitant when the time comes 
to act on one of your rules. 
You may try to avoid con-
frontation and convince your-
self that it won’t be the end of 
the world to “let this one 
slide.” This is a major mistake 
that always leads down a slip-
pery slope of more broken 
rules. The result can be an 
unbearable landlord-tenant 
relationship. 
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fense. This creates a double 
standard and is confusing to 
the tenant. You need to be 
firm and consistent with the 
enforcement of your lease 
from the onset of your rela-
tionship with each tenant. 
 
Tenants Expect You to 
Enforce the Rules 
Think about your personal 
rental experience. If you 
were late with your monthly 
rent, would you expect your 
landlord to void the late fees? 
If they didn’t void the late 
fees, would you blame them 
for being a “bad person”? Al-
most certainly not! You real-
ize that by imposing a late 
fee, your landlord is simply 
doing what is best for his/her 
business. You don’t think of 
him/her as a bad person. In 
fact, the majority of tenants 
actually feel bad for the land-
lord for forcing him/her to 
impose late fees! 
 
The fact is that you and your 
tenant signed a contract. It is 
your obligation to follow that 
contract and impose the ap-
plicable penalties. 
 
Don’t Get Caught With a 
Double Standard 
A major issue with “letting it 
slide” is that your inconsistent 
enforcement of rules makes 
things very confusing for your 
tenants. If you let one tenant 
slide on late rent, other ten-

ants will expect the same 
treatment. If you wait to im-
pose the late fee on one ten-
ant but hit another tenant 
immediately, the second ten-
ant will feel that you are out 
to get him. 
 
Late Fees Work 
Landlords use late fees for a 
reason: They work. You might 
be shocked at how well a $20 
late fee or the potential for a 
$5 per day late fee will moti-
vate your tenants to round up 
their rent on time. The fact is 
that most tenants will pay 
their rent. Sometimes they 
forget; other times they are 
waiting to get paid. 
 
Regardless of the reason, the 
consistent and strict enforce-
ment of late fees is a proven 
motivator for tenants to pay 
their rent. What’s more, 
sometimes tenants plan on 
being late and expect to pay 
the additional late fee! This is 
the best case scenario: You 
get your rent a few days late, 
but you get an extra $20-$50 
because your tenant broke the 
rules. It almost feels like 
magic! 
 
The Best of Both Worlds 
It’s possible to impose late 
fees and other rules of your 
lease and still be the “nice 
guy.” 
 
 

Here are a few tips: 
 
 Set up your late pay-

ment notices so that 
they are (or seem) sys-
tem-generated and/or 
automated. If you are 
using an invoicing applica-
tion like Quickbooks, use 
the email feature to send a 
professional invoice indicat-
ing the due date and the 
penalties if that due date is 
missed. You can start by 
sending the invoice ~10 
days before it is due. After 
the first day that the invoice 
remains unpaid, send a 
friendly reminder urging 
the tenant to pay before an 
“automatic” late fee is 
added to the invoice. After 
your grace period ends, 
“drop the hammer” and add 
your late fee to the invoice. 
If you craft it right, the late 
fee will seem like an auto-
matic feature set in motion 
by Quickbooks. The tenant 
doesn’t see you as the bad 
guy. Instead, they blame 
Quickbooks and your magi-
cal invoicing system! 

 
 Stress the importance 

of maintaining consis-
tent standards for all 
your tenants. Tenants 
would not expect to be 
given special treatment. If a 
tenant is begging and plead-
ing with you to let some-

thing slide, stress the im-
portance of being fair to all 
tenants. 

 
 Tell the truth. Some-

times tenants have a mis-
guided perception that their 
landlord is a wealthy real 
estate tycoon who burns 
cash to keep warm at night. 
We all know that investing 
in real estate requires a ton 
of hard work and is by no 
means easy. Inform your 
tenants of the business you 
are trying to build. Let 
them know how hard you 
have worked to acquire and 
run your properties. Stress 
that you sympathize with 
their situation, but that you 
are in no position to ignore 
the rules and let your busi-
ness suffer. 

 
Conclusion 
Maintaining solid landlord-
tenant relationships is one of 
the most difficult aspects of 
real estate investing. The suc-
cessful landlords are able to 
eliminate emotion from deci-
sion making so that they can 
diligently follow their busi-
ness processes. It may be dif-
ficult to enforce rules on your 
tenants. Nonetheless, learn-
ing to adhere to your systems 
is an essential skill on the road 
to a successful real estate in-
vesting career. 
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Pros and Cons of Student Housing Rentals 

By J.D. Esajian 

A well performing rental 
property can do wonders for 
your portfolio. One area of 
the rental market that has 
seen tremendous growth over 
the past few years is with stu-
dent housing rentals.  These 
are properties that are located 
in close proximity to a college 
or university.  Many colleges 
cannot handle the overflow of 
students or have rules permit-
ting upperclassman from liv-
ing on campus.  This makes 
local rental property in high 
demand.  Increased demand 
can lead to higher cash flow 
but it can also create head-

aches.  Determining if a stu-
dent housing rental is for you 
may not be as easy as you 
think.  Here are a few pros 
and cons of owning a student 
housing rental. 
 
PROS 
 

 Higher Cash Flow. One 

of the reasons investors are 
interested in rental proper-
ties is for cash flow. Appre-
ciation & tax benefits are 
nice but cash flow is the 
prize with rental property 
ownership. Because of the 
high demand for rentals 
near colleges and universi-
ties higher cash flow can be 
created. It is no uncommon 
to see a 20% increase in 
rent price for a student 
housing rental. Increased 
price comes with increased 
demand and rental proper-
ties near universities can 
almost name their rental 

amount. 
 

 Built In Demand. With 
student rentals you know 
who your target market is 
year in and year out. This 
helps you focus your mar-
keting and make it easier to 
find tenants every year. In 
today’s day and age of in-

creased technology you can 
quickly reach hundreds of 
potential tenants with a few 
well-placed posts. You can 
also take advantage of your 
existing tenants and use 
their resources to find the 
next tenant. 

 

 Condition. Student rent-
als do not need to be in 
pristine condition. This 
isn’t to say that you don’t 
have to stay on top of main-
tenance but the general 
condition doesn’t need to 
be perfect. You can get 

away cleaning and updating 
as opposed to replacing big 
ticket items every few 
years. Hardwood floors do 
not need to be stained 
every year and you can 
squeeze a few extra years 
out of aging appliances. 
Unlike with most rental 
properties you are not 

solely judged on the con-
dition. 

 
CONS 
 

 Property Condition. 
As much as property 
condition can be a pro it 
can also be a con. Re-
gardless of the tenant 
they want to live in a 
place that feels like 
home. Your rental does-
n’t need to be shiny and 
new but it can’t be 
sloppy and outdated. 
Even your best student 

tenants will not treat the 
property like their own. 
It is important to remem-
ber you are dealing with 
19 to 22 year old kids. 
They will scuff the floors, 
get the walls dirty and 
clog the toilets on occa-
sion. You will need 
to update the prop-
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Than Merrill Trending Tip: 
Never price your house with a zero at the end.  A 
recent study states that people perceive, for exam-
ple, a price like $382,284 as lower than rounded 
ones, like $380,000 – even though the rounded price 
is actually lower.  An asking price with a zero at the 
end is proven to lower the final sale price by .72 per-
cent and two zeros lower it by .73 percent.  This 
may not seem like a lot, but depending on the asking 
price, can add up to thousands of dollars. 

erty after every lease. Some 
landlords do not have the 
desire or the cash flow to 
stay on top of this every 
nine months or so. 

 

 Town Regulations. 
With a student housing 
rental you need to follow 
strict town rules and regu-
lations. With most towns 
you need to submit an ini-
tial application to even see 
if you are allowed to rent 
to students. The town will 
measure the windows, 
count fire alarms and in-
spect the overall safety of 
the property. Once you get 
approved you will have to 
pay an annual fee to keep 
your license. These fees cut 
into the bottom line which 
may not make the property 
look as appealing as it did 
before. 

 

 Student Tenants. Kids 
are going to be kids. Most 
prospective tenants will tell 
you they never party and 
take their studies very seri-
ously. Even if they do they 
are also college aged kids. 
They are going to have par-
ties from time to time. This 
means you are going to get 
the occasional call from an 
angry neighbor, town rep-
resentative or even local 
police. In addition to par-
ties you are going to deal 

with kids that have never 
lived on their own before. 
They will either call you 
every time a lightbulb 
needs to be changed or 
never call you at all. Nei-
ther option is very appeal-
ing. Increased cash flow is 
great but remember that 
you are renting to kids. 

 

 Short Window To Rent. 
With student rentals you 
are dealing with a short 
window to fill your vacan-
cies. Most of your lease 
terms will be one year with 
a very small percentage two 
years. This means that you 
only have a few months to 
relax and catch your breath. 
Students do now think 
about what they are going 
to do for dinner let alone 
think about where they will 
live next year. Because of 
this there is usually only a 
30 day window to attract 
tenants for the following 
year. If you miss this you 
will be left scrambling for 
tenants and may have to 
consider renting to some-
one not as qualified. 

 
Student tenants are not much 
different than the average 
tenants you may rented to in 
the past. For every good ten-
ant you will have a bad one at 
some point down the road.  It 
is advisable to price in the 

cost of a property manager as 
you run your numbers.  Stu-
dent rentals often take more 
time and can become a bur-
den to run.  Like any other 
property you look at there 
will be pros and cons.  Stu-
dent rentals offer substantially 
increased rental amounts but 
a greater time commit-
ment.  Only you can decide if 
these properties make sense 
for you and your business. 
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A Preferred Vendor 
membership includes 
membership for 2 indi-
viduals, a link on all of 
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